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DRAFT GOODS AND SERVICES TAX (JERSEY) LAW 200- (P.37/2007):
SECOND AMENDMENTS

PAGE 38, ARTICLE 31—

At the end add the following paragraph —

“(6) The States may by Regulations make provision for the value of supplies of goods and services —
(@) that are supplied at the same time by the same person;
(b) that are supplied to the same person;
(c) that are supplied by way of retail (rather than wholesale) sale; and
(d) inrelation to which thereisasingleinvoice or receipt,

to be calculated by reference to the cumulative value of al the goods and services indicated on the
invoice or receipt, rather than by reference to the individual value of each item of goods or services
indicated on the invoice or receipt.”

PAGE 38, ARTICLE 32—

At the end add the following paragraph —

“(4) The States may by Regulations make provision for the value of imported goods —
(@) that areimported at the same time;
(b) that are being imported by the same person; and
(c) inrelation to which thereisasingleinvoice or receipt,

to be calculated by reference to the cumulative value of all the imported goods indicated on the

invoice or receipt, rather than by reference to the individual value of each of the goods indicated on
theinvoice or receipt.”

PAGE 69, ARTICLE 94 -

For paragraph (2) substitute the following paragraph —

“(2) Those Regulations may —

(@ require that advertisements, labels, receipts, or other things, that are or include expressions or
indications of retail prices for goods or services supplied shall make separate mention of, and
prominently display, the amount of the price that consists of GST; and

(b) specify the circumstances in which advertisements, labels, receipts, or other things, that are or
include expressions or indications of retail prices for goods or services supplied shall specify
the amount of the price that consists of GST —

(i) oneachitem, or

(i)  on the cumulative value of all the goods or services supplied at the same time to a
person.”.
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REPORT
At Article 94 at (2) the present proposal isthat —

“aretail price be expressed or indicated as a global price that includes GST without separate mention of
GST.”

That isto say you will not see — no transparency — regarding the rate or amount of GST. | think this has a number
of implications that have not been properly thought through or eval uated.

Inflationary

On the very many low price items especially under £1, also above in pence that do not readily increase by 3%
there would need to be a “rounding” if prices are to be inclusive of GST.

General guidance is clear if this equates to 0.5 pence items should be markedup — if it is 0.4 pence or less i

should be marked down (both to the nearest pence). Consumers have no comfort (or transparency) that this will
happen — who will check? What is the sanction for those that cheat?

Example
Anitem costing 50 pence at present: increase by 3% = 51.5 pence. Rounding =52 pence.
If 10 items are bought the cost will be £5.20 pence.

If, as my amendment seeks to do the GST can be added to the total, the following would happen —

10x50 = 500
+3% = 15
515

In terms of price increase the GST inclusive price is 33% higher, although only 20 pence against 15 pence.

| believe the cumulative effect is considerable and will translate to real price increases of between 5 and 10% on
many low cost items.

My amendment seeks to show that:

The presence of GST at the appropriate rate will have to be prominently displayed and may need to be itemised,
both separately and for individual items and for collective purchases.

The object of this amendment isto give transparent pricing options in regard to GST.

Larger supermarkets in Jersey carry about 14,000 items and the re-pricing of some itemsis not just a “one-off”
they would need to keep doing it. Many items now carry a ‘price-flash’ or price indicator — this would need to be
regularly changed week in and week out.

My proposal isto allow retail outlets to add up the purchases and add GST at the point of purchase.

Informing Consumers

Retailers would need to prominently display the fact that GST would be added to prices on display and also what
therate is — proposed 3% but not fixed forever.

Future implications




When the rate of GST is increased which it inevitably will be (!) the only factors that retailers would need to
adjust isthat at the point of sale and the display — advertising.

Crocodile Tears

The Economic Development and Treasury and Resources Ministers are laying claim to wishing to “protect
consumers” and prevent them from being confused or even lead (in) to potential abuse.

| really have to question this as | suspect the real motive it to “bury” the GST in an inclusive price so no-one can
blame the Government but look to the “greedy retailers” to justify their actions.

A very cunning diversion if accepted!

No real consumer protection

If Ministers are serious about real consumer protection there is much they can do as Jersey is well behind the
developed world.

Attachments
(A) Directive 98/6/EC of the European Parliament and of the Council of 16th February 1998.
| would draw attention to Articles (1), (2) and (10).
(B) 2004 No. 102. Prices
“The Price Marking Order 2004” (UK Parliament)

(C)  Appraisa of Directive 98/6/EC on consumer protection in the indication of unit prices of products offered
to consumers.

Members can see from attachments that matters need a wider view and not merely focussed upon a narrow view
and opinion. This especialy effects on small businesses and in particular the Sole Trader, Corner Shops etc.

Low Income and GST

| believe the examples | have shown of the inflationary adjustment and effect will lead to those on low incomes
suffering as a consequence of GST being made inclusive in individual prices.

Flexibility isrequired which is what my amendment seeks to achieve.

Financial/manpower implications from this Amendment

| believe that there are significant benefits in terms of easier administration for the public sector and significant
benefits for retailersin terms of less bureaucracy and transparency for consumers.

| believe hidden financial benefits could accrue from transparency of pricing that will clearly show G.S.T. -
hidden charges and those on individual low price items could be inflationary.

Amendments to
Articles 31 and 32

Refer to Protocol 3 with the European Community and are consequentia to ensure no discrimination of goods or
services sourced in Jersey.






APPENDIX A

DIRECTIVE 98/6/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 16 February 1998
on consumer protection in the indication of the prices of products offered to consumers

Official Journal L 080, 18/03/1998 P. 0027 — 0031

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,
Having regard to the Treaty establishing the European Community, and in particular Article 129a(2) thereof,

Having regard to the proposal from the Commission (1,

Having regard to the opinion of the Economic and Social Committee @),

Acting in accordance with the procedure laid down in Article 189b of the Treaty ®), in the light of the joint text
approved by the Conciliation Committee on 9 December 1997,

D)

(2)

3

(4)

()

(6)

Whereas transparent operation of the market and correct information is of benefit to consumer protection
and healthy competition between enterprises and products;

Whereas consumers must be guaranteed a high level of protection; whereas the Community should
contribute thereto by specific action which supports and supplements the policy pursued by the Member
States regarding precise, transparent and unambiguous information for consumers on the prices of
products offered to them;

Whereas the Council Resolution of 14 April 1975 on a preliminary programme of the European Economic
Community for a consumer protection and information policy (4) and the Council Resolution of 19 May
1981 on a second programme of the European Economic Community for a consumer protection and
information policy () provide for the establishment of common principles for indicating prices;

Whereas these principles have been established by Directive 79/581/EEC concerning the indication of
prices of certain foodstuffs () and Directive 88/314/EEC concerni ng the indication of prices of non-food
products (7;

Whereas the link between indication of the unit price of products and their pre-packaging in pre-
established quantities or capacities corresponding to the values of the ranges adopted at Community level
has proved overly complex to apply; whereas it is thus necessary to abandon this link in favour of a new
simplified mechanism and in the interest of the consumer, without prejudice to the rules governing
packaging standardisation;

Whereas the obligation to indicate the selling price and the unit price contributes substantially to
improving consumer information, as this is the easiest way to enable consumers to evaluate and compare
the price of products in an optimum manner and hence to make informed choices on the basis of simple
comparisons;



(")

(8)

(9)

(10)

(11)

(12)

(13)

(14)

Whereas, therefore, there should be a general obligation to indicate both the selling price and the unit
price for all products except for products sold in bulk, where the selling price cannot be determined until
the consumer indicates how much of the product is required;

Wheresas it is necessary to take into account the fact that certain products are customarily sold in quantities
different from one kilogramme, one litre, one metre, one square metre or one cubic metre; whereas it is
thus appropriate to allow Member States to authorise that the unit price refer to a different single unit of
guantity, taking into account the nature of the product and the quantities in which it is customarily sold in
the Member State concerned;

Whereas the obligation to indicate the unit price may entail an excessive burden for certain small retail
businesses under certain circumstances; whereas Member States should therefore be allowed to refrain
from applying this obligation during an appropriate transitional period;

Whereas Member States should also remain free to waive the obligation to indicate the unit price in the
case of products for which such price indication would not be useful or would be liable to cause
confusion for instance when indication of the quantity is not relevant for price comparison purposes, or
when different products are marketed in the same packaging;

Whereas in the case of non-food products, Member States, with a view to facilitating application of the
mechanism implemented, are free to draw up alist of products or categories of products for which the
obligation to indicate the unit price remains applicable;

Whereas Community-level rules can ensure homogenous and transparent information that will benefit all
consumers in the context of the internal market; whereas the new, simplified approach is both necessary
and sufficient to achieve this objective;

Whereas Member States must make sure that the system is effective; whereas the transparency of the
system should also be maintained when the euro is introduced; whereas, to that end, the maximum
number of prices to beindicated should be limited;

Whereas particular attention should be paid to small retail businesses;, whereas, to this end, the
Commission should, in its report on the application of this Directive to be presented no later than three
years after the date referred to in Article 11(1), take particular account of the experience gleaned in the
application of the Directive by small retail businesses, inter alia, regarding technological developments
and the introduction of the single currency; whereas this report, having regard to the transitional period
referred to in Article 6, should be accompanied by a proposal,

HAVE ADOPTED THISDIRECTIVE:

Article 1

The purpose of this Directive is to stipulate indication of the selling price and the price per unit of measurement of
products offered by traders to consumers in order to improve consumer information and to facilitate comparison
of prices.

Article 2

For the purposes of this Directive:



@ selling price shall mean the final price for a unit of the product, or a given quantity of the product,
including VAT and all other taxes,

(b) unit price shall mean the final price, including VAT and all other taxes, for one kilogramme, one litre, one
metre, one square metre or one cubic metre of the product or a different single unit of quantity which is
widely and customarily used in the Member State concerned in the marketing of specific products;

(© products sold in bulk shall mean products which are not pre-packaged and are measured in the presence of
the consumer;

(d) trader shall mean any natural or legal person who sells or offers for sale products which fall within his
commercial or professional activity;

(e consumer shall mean any natural person who buys a product for purposes that do not fall within the sphere
of his commercial or professional activity.

Article 3

1. The selling price and the unit price shall be indicated for all products referred to in Article 1, the indication
of the unit price being subject to the provisions of Article 5. The unit price need not be indicated if it isidentica
to the sales price.

2. Member States may decide not to apply paragraph 1 to:

- products supplied in the course of the provision of a service,
- sales by auction and sales of works of art and antiques.

3. For products sold in bulk, only the unit price must be indicated.

4. Any advertisement which mentions the selling price of products referred to in Article 1 shall also indicate
the unit price subject to Article 5.

Article 4

1 The selling price and the unit price must be unambiguous, easily identifiable and clearly legible. Member
States may provide that the maximum number of prices to be indicated be limited.

2. The unit price shall refer to aquantity declared in accordance with national and Community provisions.

Where national or Community provisions require the indication of the net weight and the net drained weight for
certain pre-packed products, it shall be sufficient to indicate the unit price of the net drained weight.

Article5

1. Member States may waive the obligation to indicate the unit price of products for which such indication
would not be useful because of the products’ nature or purpose or would be liable to create confusion.



2. With aview to implementing paragraph 1, Member States may, in the case of norrfood products, establish
a list of the products or product categories to which the obligation to indicate the unit price shall remain
applicable.

Article 6

If the obligation to indicate the unit price were to constitute an excessive burden for certain small retail businesses
because of the number of products on sale, the sales area, the nature of the place of sale, specific conditions of
sale where the product is not directly accessible for the consumer or certain forms of business, such as certain
types of itinerant trade, Member States may, for a transitional period following the date referred to in Article 11
(1), provide that the obligation to indicate the unit price of products other than those sold in bulk, which are sold
in the said businesses, shall not apply, subject to Article 12.

Article 7

Member States shall provide appropriate measures to inform all persons concerned of the national law transposing
this Directive.

Article 8

Member States shall lay down penalties for infringements of national provisions adopted in application of this
Directive, and shall take all necessary measures to ensure that these are enforced. These penalties must be
effective, proportionate and dissuasive.

Article9

1 The transition period of nine years referred to in Article 1 of Directive 95/58/EC of the Europear
Parliament and of the Council of 29 November 1995 amending Directive 79/581/EEC on consumer protection in
the indication of the prices of foodstuffs and Directive 88/314/EEC on consumer protection in the indication of

the prices of non-food products (8) shall be extended until the date referred to in Article 11(2) of this Directive.

2. Directives 79/581/EEC and 88/314/EEC shall be repealed with effect from the date referred to in Article
11(1) of this Directive.

Article 10

This Directive shall not prevent Member States from adopting or maintaining provisions which are more
favourable as regards consumer information and comparison of prices, without prejudice to their obligations
under the Treaty.

Article 11

1 Member States shall bring into force the laws, regulations and administrative provisions necessary to
comply with this Directive not later than 18 March 2000. They shall forthwith inform the Commission thereof.
The provisions adopted shall be applicable as of that date.

When Member States adopt these measures, they shall contain a reference to this Directive or shall be



accompanied by such reference at the time of their official publication. The methods of making such reference
shall be laid down by Member States.

2. Member States shall communicate to the Commission the text of the provisions of national law which they
adopt in the field governed by this Directive.

3. Member States shall communicate the provisions governing the penalties provided for in Article 8, and
any later amendments thereto.

Article 12

The Commission shall, not later than three years after the date referred to in Article 11(1), submit to the Europear
Parliament and the Council a comprehensive report on the application of this Directive, in particular on the
application of Article 6, accompanied by a proposal.

The European Parliament and the Council shall, on this basis, re-examine the provisions of Article 6 and shall act,
in accordance with the Treaty, within three years of the presentation by the Commission of the proposal referred
to in the first paragraph.

Article 13

This Directive shall enter into force on the day of its publication in the Official Journal of the European
Communities.

Article 14
This Directive is addressed to the Member States.
Done at Brussels, 16 February 1998.
For the European Parliament For the Council
The President The President
J. M. GIL-ROBLES J. CUNNINGHAM

(1)  ©JC 260, 5.10. 1995, p. 5 and OJ C 249, 27. 8. 1996, p. 2.
(2) 0JC82,19.3.199, p. 32.

(©)) Opinion of the European Parliament of 18 April 1996 (OJ C 141, 13. 5. 1996, p. 191). Council Common
Position of 27 September 1996 (OJ C 333, 7. 11. 1996, p. 7) and Decision of the European Parliament of
18 February 1997 (OJ C 85, 17. 3. 1997, p. 26). Decision of the European Parliament of 16 December
1997 and Decision of the Council of 18 December 1997.

(4  0JC92, 25.4.1975,p. 1.

(5) 0JC133,3.6.1981, p. 1.



(6)  OJL 158, 26. 6. 1979, p. 19. Directive as last amended by Directive 95/58/EC (OJ L 299, 12. 12. 1995, p.
11).

(7) OJL 142, 9. 6. 1988, p. 19. Directive as last amended by Directive 95/58/EC (OJ L 299, 12. 12. 1995, p.
11).

(8)  OJL 299, 12. 12. 1995, p. 11.

Commission Declaration
Article 2(b):
The Commission takes the view that the expression ‘for one kilogramme, one litre, one metre, one square metre or

cubic metre of the product or a different single unit of quantity’ in Article 2(b) also applies to products sold by
individual item or singly.

Commission Declaration
Article 12, first paragraph:

The Commission considers that Article 12, first paragraph, of the Directive cannot be construed as calling into
question its right of initiative.



STATUTORY INSTRUMENTS

2004 No. 102
PRICES

The Price Marking Order 2004

Made - - - - - I Famary 2004
Laid before Pavlicsnens 2zt Jampary 2004
Coming futo foree - - 220 July 2004

Whereas the Seeretary of State, in accordance with section 2(6) of the Prices Act 1974(a) as
applied by section 4033 of that Act has consulted in such a manner as appeared to her to be
appropriate having regand to the subject-matter and urgency of this Order, with such
orgamsations representative ol interests substantially alTected by this Order asappeared to her.
having regard to those matters, to be appropriate;

Mow, therefore, the Secrctary of State, in exercise of the powers under section 4 of the said
Act, hereby makes the [ollowmng Order

Citation, commencement and interpretation

l.—{1) This Order may be cited as the Price Marking Order 2004 and shall come into force
on 22nd July 2004,

{21 In this Order
“advertisement” means any fomm of advertisement which is made in order to promote the
sale of a product but does not nclude any advertisement by means of which the trader
intends bo encourage a consumer to enter into a distance contract, a catalogue, a price hist,
a container or a label;
“consumer” means any i dividual who buys a product for purposes that do not [all within
the sphere of his commercial or professional activity;
“cosmetic products” means any substance or preparation intended to be placed in contact
with an external part of the hurman body, or with the tecth, inside of the mouth or throat
with a view exclusively or mainly to one or more of the following purposes: cleaning,
peduming, changing the appearance of, protecting, and keeping in good condition it or
them or comecting body odour;
“distance contract” means any contract concerning products concluded between a trader
and a consumer, by any means, without the simultaneous physical presence of the trader
and the consumer;
“itinerant trader” means any trader who, as a pedestrian, or from a train, aircralt, vessel,
vehicle, stall, barrew, or other mobile sales unit, offers products to consumers other than
b means of pre-printed material;

“liquid medium™ has the meaning given [or the purposes of paragraph 4 of Arncle 8 of
Directive 2000/13EC of the European Parhament and of the Council on the
approgimation of the lows of the Member States relating to the labelling, presentation and
advertising of foodstui=h);

() 1574 <. 14, Bection 4 was amended by sestion 16 of the Priee Commission Act 1977 (. 33
(b)) OF Mo LIS, 652000, p 29,

L
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“rake-up products” means eosmetic products salely ntended temporarily to changs the

appearance of the face or nails, including (hut not limited to) lipsticks, mascaras, eye

shadows, blushers and concealers;

“net drained weight™ means the weight of a solid food product when it 15 presentod in a

liquid medium;

“procious metal” means gold, silver or platinum, or any other metal towhich by an order

under section 17 of the Hallmarking Act 19730a) the provisions of that Act are applied;

“procucts sold from bulk”™ means products which are not pre-packaged and are weighed

or measured at the request of the consumer;

“relevant Qoor arca”™ in relation to a shop means the internal Aoor arca of the shop

excluding any area not used For the retwl sak of products or for the display of such

procucts For retail sak;

“selling price” means the fnal price for a umt of a product, or a
. I

product, including VAT and all other taxes;

“shop” ineludes a store, kiosk and a Franchise or coneession within a shop;

“small shop™ means any shop which has a “relevant floor area”™ not exceoding 280

sfjuare metres;

“stancard of Aneness™ means any one of the standards of Greness specibed in column (2)

ol paragraph 2 of Schedule 2 to the Hallmarking Act 1973;

“trader” means any person who sells or offers or exposes for mle products which fall

within his commercial or professional activity;

“unit price” means the fnal price, including VAT and all ather taxes, for one kilogram.,

one litre, ane metre, one square metre or one cuble metre of a product, except (1) 1n respect

of the products spacibed in Schedule 1, where unit price means the final price including

VAT and all other taxes for the corresponding wnits of quantity set ot in that Schedule;

and (1) in respect of products sald by number, where unit price means the Anal price

including YAT and all other taxes for an individual item of the product.

given quantity of a

Revocation

2. The Price Marking Order 1998(h)1s hereby revoked.

Scope of application of the Chrder

3.—11 This Order shall not apply:
{a) toproducts which are supplied in the course of the provision of a servies; or
(b} tosales by auction or sales of works of art or antiques,
{2} The Ekctromie Commeres (EC Diroctive ) Regulations 20020¢) shall apply to this Order
notwithstanding Regulation 3(2) of those Regulations.

Obligation to indicate selling price

4.—(11 Subject to paragraph (2) and articles 9 and 10, where a trader indicates that any
product 15 or may be for sale to o consumer, he shall indicate the selling prce of that product
in accordance with the provisions of this Order.

{2} The requircment in paragraph (11 above shall not apply in respect of:

{a) products sold from bulk; or
(b} an advertisement for a product.

Ohbligation to indicate unit price
5.—11 Subject toparagraph (2], (31 and (4) and article 9, where a trader indicates that any

product 15 or may be for sale to a consumer, he shall indicate the unit price of that product in
acoordance with the provisions of this Order.

04z,
fe] 51.20022013.




{21 The requirement in paragraph (1) only applies in respect of products sold from bulk or
required by or under Parts IV or ¥ of the Weights and Measures Act 1985 a) to be:
{a) marked with an indication of quantity; or
{b) made up in a quantity prescribed by or under that Act.
{31 The requirement in paragraph (1) shall not apply in relation to:
{a) any product which falls within Schedule 2;
(b} any product the unit price of which is identical toits selling price;
(el bread made up in a preseribed quantity which is or may be or sale in a small shop,
bw an itinerant trader or from a vending machine; or
() any product which is pre-packaged in a constant quantity which 1s or may be for sale
in a small shop, by an itinerant trader or from a vending machine.
(4] The requirerment in paragraph 1) applics in relation to an advertisement for a product
only where the seling price of the product 15 mdicated in the advertisement .

Manner of indication of selling price and unit price
6. 11 The indication of seling price and unit price shall be in sterling.
(21 If a trader indicates his willingness to accept [oreign currency in payment For a product,
he shall, i addition to the required price indications i sterh
{a) give an indication of the selling price and any unit price required for the product in
the foreign currency in question together with any commission to be charged; or

(b} clearly identily the conversion rate on the basis of which the foreign currency pnce
will ke caleulated topether with any commission to be charged; and
indicate that such selling price, unit price or conversion rate as the case may be does not apply
to transactions via a payment card to be applied to accounts denominated i currencies other
than sterhing, the conversion rate for which will be that applied by the relevant payment scheme
which processes the transaction.

T.—{1) Anindication of selling price. unit price, commission, conversion rate or a change n
the rate or coverage of value added tax given in accordance with article 11 shall be
{a) wnambiguous, easily identifiable and clearly legible;
{b) subject to paragraph 2, given in proximity to:
(i} the product; or

{11} m the case of distance contracts and advertisernents. a visual or written
deseription of the product; and
ic) soplaced asto beavailable to consumers without the need for them to seck assistance
fram the trader or someone on his behall in order to aseertain it
{21 Paragraph ¢ D)) does not apply to an indication given in relation to any item of
jewellery, ttem of precious metal, or watch displaved in a window of the premises where it is or
may ke for sale and the selling price of which is in excess of £3.000.

{31 The indication of any charges for postage, package or delivery of a product shall be
unambiguous, easily identifinble and clearly legible.

(4] Where, in addition to a unit price, a price per quantty is indicated in relation to a
supplementary indication of quantity the unit pnee shall predominate and the price per
supplementary indication of quantity shall be expressed in characters no larger than the unit
price.

{51 In paragraph (4) “supplementary indication of quantity” refers to an indication of
quantity expressed in a unit of measurement other than a metnc unit as authonsed by section
H3A) ol the Weights and Measures Act 1985(h).

B Inthe case of a pre-packaged solil food product presented i a hquid medium, the unit
price shall refer to the net drmined weight of the product. Where a unit price 15 also given with
reference to the net weight of the product. it shall be clearly indicated which unit pnee relates
to net dmined weight and which to net weight.

fu) 1585 ¢
(b 1585 ¢




{21 The requirement in paragraph (1) only applies in respect of products sold from bulk or
required by or under Parts IV or ¥ of the Weights and Measures Act 1985 a) to be:
{a) marked with an indication of quantity; or
{b) made up in a quantity prescribed by or under that Act.
{31 The requirement in paragraph (1) shall not apply in relation to:
{a) any product which falls within Schedule 2;
(b} any product the unit price of which is identical toits selling price;
(el bread made up in a preseribed quantity which is or may be or sale in a small shop,
bw an itinerant trader or from a vending machine; or
() any product which is pre-packaged in a constant quantity which 1s or may be for sale
in a small shop, by an itinerant trader or from a vending machine.
(4] The requirerment in paragraph 1) applics in relation to an advertisement for a product
only where the seling price of the product 15 mdicated in the advertisement .

Manner of indication of selling price and unit price
6. 11 The indication of seling price and unit price shall be in sterling.
(21 If a trader indicates his willingness to accept [oreign currency in payment For a product,
he shall, i addition to the required price indications i sterh
{a) give an indication of the selling price and any unit price required for the product in
the foreign currency in question together with any commission to be charged; or

(b} clearly identily the conversion rate on the basis of which the foreign currency pnce
will ke caleulated topether with any commission to be charged; and
indicate that such selling price, unit price or conversion rate as the case may be does not apply
to transactions via a payment card to be applied to accounts denominated i currencies other
than sterhing, the conversion rate for which will be that applied by the relevant payment scheme
which processes the transaction.

T.—{1) Anindication of selling price. unit price, commission, conversion rate or a change n
the rate or coverage of value added tax given in accordance with article 11 shall be
{a) wnambiguous, easily identifiable and clearly legible;
{b) subject to paragraph 2, given in proximity to:
(i} the product; or

{11} m the case of distance contracts and advertisernents. a visual or written
deseription of the product; and
ic) soplaced asto beavailable to consumers without the need for them to seck assistance
fram the trader or someone on his behall in order to aseertain it
{21 Paragraph ¢ D)) does not apply to an indication given in relation to any item of
jewellery, ttem of precious metal, or watch displaved in a window of the premises where it is or
may ke for sale and the selling price of which is in excess of £3.000.

{31 The indication of any charges for postage, package or delivery of a product shall be
unambiguous, easily identifinble and clearly legible.

(4] Where, in addition to a unit price, a price per quantty is indicated in relation to a
supplementary indication of quantity the unit pnee shall predominate and the price per
supplementary indication of quantity shall be expressed in characters no larger than the unit
price.

{51 In paragraph (4) “supplementary indication of quantity” refers to an indication of
quantity expressed in a unit of measurement other than a metnc unit as authonsed by section
H3A) ol the Weights and Measures Act 1985(h).

B Inthe case of a pre-packaged solil food product presented i a hquid medium, the unit
price shall refer to the net drmined weight of the product. Where a unit price 15 also given with
reference to the net weight of the product. it shall be clearly indicated which unit pnee relates
to net dmined weight and which to net weight.

fu) 1585 ¢
(b 1585 ¢




Special provisions relating to pencral reductioms

0. Where a trader proposes to sell products to which this Order applies at less than the
selling price or the unit price previously applicable and indicated in accordance with article T 1),
he may comply with the obligations specified in articles 4(1) (to indicate the selling price) and
31 (to indicate the umit price ) by ndicating by a general nobice or any other visible means that
the products are ormay be for sale at a reduction, provided that the details of the reduction are
prominently displaved, unambiguous, casily identifiable and clearly legible.

Special provisions relabing to precimes metals
10,  In the case of products the selling price of which vanes from day to day according to

the price of the precious metals contamed in them the obligation to indicate the selling price
relerred to m artcle 415 may be comphed with by indicating in a mamer which 1=
unambiguous, casily identifiable and clearly legible:

{a) the weight, tvpe and standard of fineness of each precious metal contamed in the

product; and
(b any element of the selling price which 15 not referable to weight.

acoompanied by a clearly legible and prominent notice stating the price per unit of weight for
the type and standard of ineness of each precious metal contained n the product.

Change in Valoe Added Tax ete.

11. Where there 15 a change in the rate or coverage of YAT or any other tax, a trader who
adjusts his prces in consequence may comply with the provisions of this Order
{a) by means of a general notice or notices for a period of 14 days [rom the date any such
changetakes e ffect, indicating that any products subject to that change ate not [or sale
at the prce indicated and that such price will be adjusted to take account of the
change; and
il he comtinues to distribute any catalogue or sales literature printed or ordered to be
prnted before a change is announced and there is innly attached to it a label which
prominently states that some or all of the prices printed in it are to be adjusted to
reflect the change, and:
{1} the label includes sulficient information to enable consumers to establish the
adjusted price of any product listed, or
(i1} the label refers to and is accompanied by a supplement which enables them to
dovso,

z

Decimal places and rounding of unit prices

12, Where the unit price of a product falls below £114 shall be expressed to the nearest 0.1 p.
Where the iigure denoting one hundredths of one penoy in the unit price is 3 or higher, 1t shall
ke rounded up and where itis 4 or lower it shall be rounded down.

13. Where the unit price of a product falls above E1 it may be expressed to the nearest:

{a) Ip, in which case where the figure denoting tenths of one penny in the unit price i= 3
or higher, 1t shall ke rounded up and where 1t 154 or lower it shall be rounded down; or

(b1 0.1p, in which case where the Ggure denoting one hundredths of one penny in the unit
prce 15 3 or higher it shall ke rounded up and where it 15 4 or lower it shall be
rounded down.

U nits of Quantity

14. Forthe purposss of Schisdule 1, the hgure denoting the relevant units of quantity in the
second column of the table for the corresponding product in the frst column of the table refers,
as indicated by or under the Weights and Measures Act 1985 a), and unless specifiad
otherwise to:

{a) grams where the product 15 sold by weight;
b1 millilitres where the product is sold by volume; and

[m) 19ESE. 72,



ic) erther grams or millilitres, as indicated by the manulacturer of the product, where the
product is permited to be sald by either weight or volume,

Enforcement

15, Forthe purpose of ascertaining whether any trader enjovs exemption from umit pricing
under article 5{3)c) ar (d) in respect of a small shop, a local weights and measures authority
may reguire that trader to produce such documentary evidence relating to the shop in question
as it considers necessary.

Cremy Suicliffe

Pariamentary under Secretary of State for
Employment Relations, Competition and Consumers,
19th January 2004 Department of Trade and Industry



SCHEDULE |

Acrtieles 123 and 14

RELEVANT UNITS OF QUANTITY FOR SPECIFIED PRODUCTS FOR THE
PURPOSE OF THE DEFINITION OF “UNIT PRICE”

Product Uniks of Oaaniity

Flavouring essences 10

Fosd colourings 10

Herbs 11

Make-up Products 10 {except where sold by number)
Seads other than pea, bean, grass and wild bird seeds 10

Spvices 10

Biscuits and shorthread

100 {exeept where sold by aumber)

Bread

100 {exeept where sold by aumber)

Breakiast cereal products

100 {except where required to be
quantity marked by number)

Chocolate conlectionery and sugar confectionery 100
CofTez 1100
Cooked or ready-to-eat fish, seafoods and crustaces 1an
Cooked or ready-to-eat meat ineluding game and poultry | 100
Cosmetic products other than make-up products 100
Crzam and non-dairy alternatives to eream 100
Dips and spreads excluding edible fats 100
Diry sauee mixes 100
Fresh processed salad 100
Fruit juices, soft drinks 140
Handrolling and pipe tobaceo 140
loa cream and Irogen desserts 1an
Lubricating cils other than oils For internal combustion | 100
engines

Pickles 100

Pies, pasties, sausapge rolls, puddings and flans indicating
net quantity

100 {except where sold by number})

Potato erisps and similar products commoenly known as | 100
snack foods

Preserves including honey 140
Ready to eat desserts 100
Sauees, edible cils 100
Soups 100
Tia and other beverages preparad with liquid 140
Waters, including spa waters and aerated waters 140
Wines, sparkling wine, liqueur wine, fortified wine T5el
Coal, where sold by the kilogram S0 kg

Ballast, where sold by the kilogram

(LT k:_-

i




SCHEDULE 2 Article 53

PRODUCTS IN RESPECT OF WHICH A TRADER IS EXEMPT FROM THE
REQUIREMENT TO UNIT PRICE
1. Any product which is offered by traders to consumears by means ol an advertiszment which is
{a} purely aural;
{hi broadeast on television;
(] shewn at a cinema; or
{d} inskle o small shop.
2. Any product the price of which has been reduced from the usual price at which it is sold, on
aceount of:
{a} its damaged condition; or
(b} the danger of its deterioration.
3 Any product which comprises an assortment of different items sold in a single package.
4. Any product the unit price of which is 00p as a result of artiele 12 {Deeimal places and rounding
of unit prices) of this Order.

e |



EXPLANATORY NOTE

(Thiz note i nos pard of the Ovder )

This Order implements Dircctive 98&EC of the European Parhament and of the Council (0]
Mo, L180, 18,398 p. 271 on consumer protection in the indication of prices of products offerad
to gonswmiers, [t revokes the Price Marking Order 1999 (5.1, 1999 No, 30425 which previously
implementad the Directive.

Article 4 requires traders to indicate the selling prices of all products offered [or sak to
consumers except those offered inthe course of the provision of a service, those sold by auction,
works of art or antiques (article 3(111 and products sold from bulk. Article 1 defines the selling
price as the final price ncluding VAT and other taxes.

Article 323 apphes to this Order the requirements of the Electromie Commerce (EC
Directive) Regulations 2002 (5.1, 2002 Mo, 20013,

Article 5 requires, with exceptions, that the unit price must be indicated For all products sold
from bulk and pre-packaged products that are required by or under Parts IV or W of the
Weights and Measures Act 1983 to be marked with quantity or to be made upin a prescribed
quantity. Article 14 spacifies the units of quantity to be wsed for unit prices of the items listed
in Schadule | to the Order.

Article 6 requires selling and unit prices to be indicated in sterling but provides for additional
indications to be given where a trader indicates that he is willing to accept payvment ina forzign
currency.

Article 7 requires prices and other mdications required under the Order to be given ma clear
and unambiguous manner.,

TheOrderincludes speciiic provisions relating to general price reductions L articls 99, precious
metals the selling price of which varies from day to day (artick 100, and changes in VAT or other
taxes which cause adjustments in prices farticle 117,

A regulatory impact assessment and a Transposition Mote in relation to these Regulations
have been prepared and are available from the Consumer and Competition Policy Directorate,
Department  of Trade and Industry, 1 Victoria Strect. London SWIH OET or at
www.dti.gov. ukicop’. Copics of both thess documents have also been placed in the hbraries of
baith Houses of Parliament.
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7.1

Conclusions

Main findings

This Study has set out to appraise the use and impact of Directive
SEE/EC OJ Mo 80, 18.3.1998 p. 27, on consumer protection by the in-
dication of unit prices of products offered to consumers. In the Direc-
tive, an appraizal of the application of the Directive by the Member
States is foreseen in Article 12, This Study, which is confined to the pre
1 May 2004 fifteen Member States, forms part of this appraisal foreseen
in the Directive. Below, an overview of the main findings and conclu-
sions are provided.

Background information
The Furopean retail sector is marked by a large number of small retail-
ers. However, large retail business (more than 250 employees) account
for 40% of turnover and have extensive bargaining power. Large enter-
prises have extended their market share and further concentration is ex-
pected in the future. Consumers tend to increasingly buy their daily gro-
ceries in one trip in order to save time. The availability of a large number
of cheap products is key in this process, available through effort and
flexible large retailers and shops. It seems that small retailers will only
survive in niche and local markets.

All fifteen Member States indicate that the Directivie has been impla-
mented without major problems. However, the majority of Member
States did nat implement the Directive on time (e, by 18 March 2000}
and transposition was only completed in all Mermber States in March
2003, For most Member States the implementation of the Directive was
mainly a continuation of past policies. The Directive was a simplification
of the previous price indication systems and provides consumers with
possibilities to evaluate and compare prices of products. Despite the
general satisfaction with implementation, disagreement between the
consumer and retail stakeholders on some specific issues (such as the
exemption for small retailers, extension of the legislation to the service
sector and the presumed positive effects for consumers) remains.

Exemptions under Article 3.2
Article 3.2 gives Member States the ability to exempt 'products supplied
in the course of the provision of a service® and “sales by auction and
sales of works of art and antiques’. Almost every country makes use of
the possibility to exempt one of these categories; some countries make
full use of the available exemptions (AT, DK, EL, E5, IE, ML, FT, UK}
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The use of the exemption-possibilities of Article 3.2 was sometimes a
continuation of past palicy (DK, PT). Some countries (AT, ML) have a pol-
icy of making maximum use aof the exemption-possibilities given in the
Directive and for them it was logical to make full use of the possibilities
offered in Article 3.2. Reasons advanced by the various stakeholders for
exempting these products are that unit pricing would be difficult or
nearly impossible; would not be relevant since these goods are not sold
frequently; and there is no perceived benefit, or practical purpose, in
unit pricing these products.

Most Member States do not intend or expect future changes with re-
spect to the use or non-use of exemptions under Article 3.2,

In general, there is no need to exempt additional specific sectors in the
same way as ‘sales by auction and sales of works of art and antiques’.
Only Portugal has requested that a range of expensive consumer prod-
ucts within the jewelleny'clack-making sector should be exempted as is
the case of works-of-art and antigues.

Extension to services
Although this was outside the scope of the Study, some information on
the possibility of extending unit pricing to services has been collected.
The definition of what would constitute a unit of service leads to much
confusion and debate amanagst stakeholders. In many BMember States
there has so far been little or no discussion about extension of the legis-
lation on unit pricing to services (Belgium, The Netherlands, Germany,
Greece, Spain, Ireland, Italy, United Kingdom, fustria). However, three
Member States have already introduced legislation on unit pricing for
services or are planning to intraduce this kind of legislation (Partugal,
Luzembourg, Sweden). A survey from the Eurcpean Commission shows
that European consumers favour competition, but want guarantees on
services of general interest. Price is consumers' main source of dissatis-
faction. Consumers want clearer information on tariffs and prices, espe-
cially to enable them to compare prices. While it may be unclear, on the
basis of current research as to what extent unit pricing would provide
this price transparency /t is recommended that the question of extend-
ing unit pricing to services be kept under review.

Extent of intreduced limitations (Article 4.1)
Article 4.1 states "The selling price and the unit price must be unambi-
guous, easily identifiable and dearly legible'. Most Member States have
enacted more stringent provisions to improve cansumer infarmation
{e.q. promotional offers, ways of displaying information, extra costs).
For the EU as a whole, small retailers are positive about the visibility of
the unit price as 65% agree that the print of the unit price is generally
large enough to be easily read.




Article 4.1 also provides Member States with the possibility of limiting

the number of prices indicated. With respect to limiting the maximum

number of prices different groups of Member States can be identified:

—  Member States for which the transposition legizlation does not men-
tion the option aof limiting the number of prices (BE, FI, SE);

—  Member States that did not introduce limitations (8T, DE, D, EL, E5,
ML, PT, UK, IE},

—  Member States that introduced limitations during the transition pe-
riced {FR, IT, LU,

Fram a consumer perspective it is legitimate ta limit the number of
prices indicated. Too many prices can be misleading to consumers and
therefore do not contribute to readability. On the other hand, there
should be as much information as possible and therefore the possibility
of exemptions of preducts should be limited. & number of Member
States and consumer organisations are of the opinion that maximum in-
farmation provides maximum protection.

A commaon requlation at Furopean level is nat necessary, especially o
garding the size of the price indication. A number of Member States al-
ready have applied more stringent measures in their national legisiation.
The option of limiting the number of maximum prices would still be
relevant for new or non-euro Member States that may introduce the
euro in the future.

Froducts for which the obligation is waived, Article 5
Article 5.1 provides each Member States with the possibility to identify
negative product lists i.e. those that are exempt from unit pricing. Arti-
cle 5.2 allows Member States to establish positive lists for non-food
products i.e. those that need to be unit priced. Lists with exemptions
(negative list or positive lists) are intended to darify the definition al-
ready included in the Directive that unit pricing should not lead to con-
fusion. The transposition has lead to different approaches and lists of
products. This may constitute an obstacle to improving consumer infor-
mation, particularly in connection with cross-border shopping. The lists
often used are a result of previously used lists. Mot much discussion has
taken place on which products should, or should not, be included in the
lists. The lists include in general the same products. However, some spe-
cific national products are included.

With respect to Article S the following approaches were adopted by

KMember States:

— A first group of Member States has adopted only negative lists for
food- and non-food products for which the requirement to indicate
unit price does not apply (BE, DK, EL, ES, |E, IT, ML, FT),
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— A second group has adopted negative lists for food products as
above, but in addition positive lists for non-food products for which
the requirement to indicate the unit price remains applicable (AT, LU,
(.43

—  One country has adopted negative lists for food products and both
negative and positive lists for non-food products (FI);

—  One country has adopted only positive lists for food and non-food
products (FR);

—  Finally, two countries have no lists at all (DE, SE).

The main reason for exempting identified food and non-food products is
based on the reasoning contained in Article 5, i.e. that unit pricing
would not be useful or would be liable to create confusion. Other addi-
tional motives for exempting products were that unit pricing would be
unwaorkable or impossible for these products and that products are sold
for direct consumption (e.g. individual ice-creams). Products are some-
times exempted because of a specific national peculiarity or tradition.

Mational experts indicated that the exempted products only represent a
low percentage of the total number of products. There are, however, no
reliable statistics on this matter.

Member States do not seek any changes with respect to Article 5. The
flaxibility of the current Directive is highly valued, as it allows individual
Member States to exempt products in line with specific national cireum-
stances. A similar measure for all Member States (e.q. by identifying
products in more detail in the Directive which would uniformly apply to
all Member States) is regarded as unnecessary and difficult to apply, e.g.
because of differences in national characteristics.

Article & - derogation for small retail business
The Directive provides a derogation (Article &) that allows Member
States to exempt small retail business from the obligation to indicate the
unit price. Eight Member States (AT, DE, EL, FR', IE, LU, ML, UK) use the
derogation. & number of Member States (BE, ES, IT, PT) initially made
use of the derogation fwhen the Directive was introduced), but they
abolished it once the transitional period for introducing the euro was
over. The Nordic countries DE, FI and 5E have never made use of the
derogation.

France makes ne formal use of the dercgation; an administrative tolerance is in

place, which allows small retail business to be exempted from the obligation to
indicate the unit price.



Kast Member States do not foresee any changes in their current policy.
Thase that currently use the derogation intend to maintain it. Almost
every Member State that used the derogation in the past, but abolished
it, does not intend to resintroduce the derogation. Only Belgium is con-
sidering re-<introducing the derogation for sales areas of no more than
150-200 m’

The use of the derogation is justified both from a business perspective
{administrative burdens, investments in time, costs) andfor from a con-
sumer perspective (price and price per unit is not an important sales cri-
teria for consumers that buy items in the exempted shops; rather other
factors -e.q. price, appearance, brand, taste, quality, packaging- are im-
portant buying criteria; and small retail shops only have a limited nume-
ber of products making price comparison less relevant). The belief is that
for the small retailer it would be a heavy burden to abide by the obliga-
tion, while the advantages for the consumer would be minimal. Alterna-
tive viewpoints are also stated that consumers in small shops that do not
apply unit pricing are disadvantaged.

The motivation not to use the derogation (Article &) is that to do so
lzads to a more simple and transparent legislation, which is in the inter-
est of consumers. There is also a view that if the Directive is, as claimed,
intended as a benefit to consumers, then there iz no logic in denying
customers information simply because they are in a small shop.

Animportant reason in favour of the derogation however is the sodal
rale of small retail shops and when they are located in rural areas. In
view of their ongoing decline, these shops should not be unnecessarily
burdened. The relationship of trust between a local small retailer and
the consumer provides sufficient safequard for a fair and clear price in-
formation.

In Austria and the United Kingdom, Member States that use the deroga-
tion, conflicting views exist about the usefulness of the derogation. In
Austria, retailer organisations consider the deragation for small business
ta be very useful and opt for maintaining this exception. Consumers, by
contrast, think the derogation is unhelpful. They would prefer more
standardised and uniform pricing policies. This also applies to pricing
amaong different countries and in particular where this could pose a
problem for consumers living in border regions. In the United Kingdom
it is the view of some stakeholders that the derogation is not simply
considered useful, but for reasons of competition, sustainability and vi-
ability, it is a necessity. There is a view within the retail community how-
ever that whilst the derogation is undoubtedly useful to businesses op-
erating entirely from small premises, it is not quite so useful for compa-
nies or chains that operate with bath small and large shops and there-
fore make use of same price display systems.
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In Spain there are also conflicting views about the usefulness of the
transitional period. On the one hand, small retailers believe it was posi-
tive and stress that the period itself was long enough to carry out all the
adjustments needed. On the other hand, large retailers point out that
the adoption of the new regulation among small retailers has not been
very widespread, mainly because inspection has concentrated on large
retailers. Consumer organisations note that the transitional period may
have proven to be less useful than expected since small retailers do not
seem to have made use of the period to adapt to the new regulation.
Instead, it appears to have been regarded by small retailers as a mere
deferment of the actual enforcement date of the new legislation. It is
sugoested that, for the sake of consumer pratection alone, all retailers
irrespective of their size, should have been obliged to abide by the law
at the same time and pace.

Should the derogation be maintained? If so, permanently or
on a temporary basis?
fdost Member States that make use of the derogation believe that it
should be maintained, mainly because the obligation to indicate unit
pricing would mean an additional burden as companies do not have the
necessary degree of automationftechnological equipment. Mo request is
made for any time-limit to the derogation.

However, in a limited number of cases, fram consumers' viewpoint it is
arqued that the derogation should be abolished (AT, BE), because this
would ensure better comparability of prices. An alternative view is that
consumers make a decision to go to smaller shops not on the basis of
transparency of the price indication, but for reasons of proximity, acces-
sibility etc. and that therefore the derogation should be maintained.

Some countries are of the opinion that a derogation for small retail
business is not relevant (anymore) and should, therefore, be deleted
from the Directive (FT, FI).

The derogation for small retailers appears to be fair and especially useful
for certain smaller retailers. Impasing a requirement to unit price an
those establishments cowld constitute an excessive administrative bur-
den. This view is shared by bath (mast) consumer and retail aorganisa-
fions. However, some consumer organisations oppose the ralatively long
peariod of exemption for small retailers and are not in favour of & per-
manent exemption. The majority of opinion supports the maintenance
af the derogation in its current farm, for the time being. Mevertheless,
the question of the value of the derogation should be kept under re-
wiew.



Definiti [ | busi

WMember States that make use, or made use, of the derogation in the
past have applied various definitions for small retail business. In seven
Member States (AT, BE, EL, FR, IT, LU, UK} small retail business is de-
fined on the basis of the sales area; in two Member States (AT, ML) a
definition based on the level of employment applies. In Ireland access to
technology is the qualifying criterion, which means that (small) retailers
are only exempt when they do not have the appropriate equipment for
printing shelf edge labels ar scanning products.

The existing flexibility of the Directive which allowes individual Mem bier
States to apply their own definitions of small retail business is highly
valued by most stakeholders. Because of the specific national character-
istics of the retail trade, a common European definition for small retail-
ers seems to be impractical. & uniform definition might be advanta-
geaus for retailers and consumers that operate across national borders
or that are located in border regions. It is argued by some consumer or-
ganisations that the current lack of a common definition might lead to a
situation in which the concept of *small’ is expanded to encompass en-
terprises that da have the capacities to indicate the unit price. Al stake-
holders agree that only the smaller retail businesses, for which unit pric-
ing would indeed pose an excessive burden, should be exempted.

Howwever, the appropriate precise definition of “small' remains unclear. A
definition based on sales area has the advantage of being based on a
fixed criterion as compared to a definition based on the number of em-
ployees, which is a more varable factor. A definition bazed on the num-
ber of people employed has the advantage of being used as a criterion
to distinguish enterprises according to size class in other information
sources (e.g. databases, statistical information).

A common definition of small retailers s not absolutely necessany. It
shauld be the case however that only the smaller retail businesses for
which unit pricing poses a real burden are exempted by the Directive.

Comgliance with the Directive
Although not specifically asked for, a number of countries reported that
the monitoring of unit pricing in small retail shops does not seem to be
very active. Studies in Belgium and Spain reveal that a large proportion
of the indicated unit prices in larger retail stores was not correct. These
mistakes in indicating the unit price could lead to even more confusion
for consumers. The Survey reveals, however, that there is in general
good compliance with the obligations af the Directive as it appears that
most enterprises that are abliged by law to indicate the unit price actu-
ally do indicate the unit price.
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S0 far no formal evaluation of the Directive has been carried out in
Member States. Most Member States consider that the Directive has not
been implemented long enough to warrant a full-scale evaluation of the
impact. However, previous price indication legislation has been assessed
in a few Member States. In implementing the Directive, most Member
States have conducted public consultations seeking input from various
stakeholders.

The aim of the Directive is to ensure information for consumers through
the promaotion of price transparency in order to encourage competition
amongst goods offered to consumers. The Directive meets this objec-
tive. &n extension of the obligation to indicate the unit price automati-
cally leads to improved price transparency. However, it still remains to
be seen to what extent the Directive leads to an overall improvernent in
consumer protection.

Impact on small retailers

Three important reasons for exempting small retailers are:

—  The pricing methods used by small retailers make unit pricing very
cumMbersome,

—  Technological developments would make unit pricing easier for small
retailers; (Anticipated technaological developments were a reason for
a temporary derogation in the current Directive.}

—  Dwe ta their size and the pricing methods used, unit pricing would
constitute an excessive administrative burden on small retailers.

The research has shown that despite technological developments in the
retail sector, the cassic distinction between the pricing methods applied
by {wery) small retailers and larger retailers remains. Smaller enterprises
use price guns or handwritten labels, compared to computerised sys-
terns by larger enterprises. Small retailers label prices on individual
items, whereas large retailers indicate the selling and the unit price on
the shelf. In general, small retailers calculate the prices themselves on
the basis of the 'cost carrying capacity’ of the product, i.e. an estimation
of what the consumer would be willing to pay. The costs of the new
pricing systems available are and will remain profiibitively expensive for
small retailers.

Although far most Member States it was reported that the introduction
of unit pricing led to additional labelling and an additional investment in
software (e.g. AT, DK, NL, LU, 5E), almost no specific information on the
extent of this burden is available. In the Survey unit pricing is regarded
as an additional burden by a substantial minority (39%) of the retailers
(both in terms of additional time, additional personnel costs and addi-
tional investments). Since unit pricing forms part of a larger pricing ef-



fart, it is impossible to isolate the additional costs assocdiated with unit
pricing. Although the burden on micro retailers (1-2 employees) is larger
than on small retailers (6-20 employees) it cannot be determined
whether the burden is excessive.

Although there s only imited information available, it is clear that unit
pricing 5 an additional burden for the smaliest retailers. This s mainly a
result of the pricing methods wsed by these retailers. Nevertheless, it
seems that the 'excessive agministrative burden' concern has been ad-
dressed effectively by the derogation in Article & of the Directive.

lmpact on COnsUmers
The Flash Eurobarometer 113 (2001) showed that 68% of European

consurmers indicate an interest in the display of the unit price. However,
different groups in society demanstrate different levels of awareness
and use, and the wuse and helpfulness of unit pricing depends upon the
product in question. Consumer awareness of unit pricing differs among
various groups of consumers based on gender, age, education, profes-
sion and locality type. Wamen seem to be more interested in the unit
price than men. The use of the unit price is thought to rise when the
level of education increases. For other consumer characteristics it is not
clear what the exact relationship with the use of the unit price is.

There is an acknowledgement that unit pricing may be of use to con-

sumers when switching brands but overall consumers making familiar

choices do not use undt pricing. Four main reasans for not using unit

pricing have been identified:

1 Consumers lack the cognitive ability to make use of unit pricing;

2 The effort required to make comparisons is not considered worth-
while;

3 Consumers are not willing to spend time comparing unit pricing;

4 Other less-demanding strategies for determining best-value are
used.

Consultations with national stakeholders and the results of the survey
suggest that there is considerable consumer awareness and use of the
unit price. According to the Survey, 5%% of small retailers (strangly)
agree that consumers use unit prices in their buying chaices and behay-
iour. Only a minority (35%) is of the opinion that consumers do not
pother to look at the unit price. The importance of unit pricing for con-
sumers iz widely acknowledged among small retailers. Possible negative
side effects of unit pricing (the sense that its indication creates confu-
sion for consumers and results in an information overload) are recog-
nized only by a minority of small retailers.
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The results of the Survey show that opinions are divided over the gues-
tion of whether the unit price is of special importance to persons that
are restricted to a specific area (such as older people or people with dis-
abilities). about half (51%) of small retailers acknowledge spedial impor-
tance for the unit price for this group of people. 43% do not agree with
this. About two fifths (40%:) of the retailers are of the opinion that the
unit price is too difficult to use for alder people. Almost half do not
agree with this.

On average, small retailers that indicate unit prices are more positive
about its use and relevance than retailers that do not display unit prices.
Onie possible explanation is that retailers that do not indicate unit prices
have no possibility to actually experience the potential benefits of unit
pricing for consumers in their daily business practice. It is alzo possible
that enterprises that currently do not display unit prices are a little more
negative about the use and usefulness of unit pricing, because the unit
price indication would be of no relevance for their particular products.

it can be concluded that both consumers and retail businesses recognise
the usefulness of unit pricing.

Lo btarmonjze grpnot?
One principal guestion that needs to be answered before the scope of
further harmonization can be discussed is whether unit pricing creates
distortions to the internal market. Mo market distinctions follow from
the use of different national measures of transposition in each Member
state. In view af the limited amount of cross-border shopping (especially
for daily groceries) and the fact that those retailers that operate across
borders are generally too large to be exempted in any case, no distor-
tion of the internal market is perceived.

Should exemptions be harmonised across the European Un-

lon?
Mational stakeholders are often divided over the question of whether
exemptions should be hamonised across EU Member States. In the
minimum harmonisation approach, the exemptions should be suffi-
ciently wide to allow for specific national and cultural differences and
particularities. In the maximum harmonisation approach the harmoniza-
tion should be as strict as possible, allowing for a minimum number of
exemptions.

Arquments against the harmonization of exemptions under Article 3.2
point out that harmonization will not be desirable because of existing
Member State differences in national markets, cultural habits and trade
structures. There does not seem a need to change the existing situation.



Thie existing Directive provides enough flexibility for the various coun-
tries to specify exemptions that apply to specific national circumstances.
If harmonization is required, then this should provide the possibility to
adapt the provisions to these country-specific situations e.q. with re-
spect to different cultures, different national buying habits and different
structures of the national markets. It should also facilitate the accom-
modation of spedfic situations that may be guite relevant in some coun-
tries and quite negligible in others, as far as consumer protection is con-
cerned.

In contrast, a limited number of exem ptions would make for the most
transparent system. Arguments in favour of harmonization are that this
waould create uniformity and that this prevents specific national differ-
ences in legislation.

Given both that unit pricing creates no distortions to the infernal market
and the different characteristics of national markets, cultural habits and
trade structures, 2 further harmonisation of exemptions is not required.

Cpen Dialogue
In most Member States, the implementation of the Directive has taken
place following an open dialogue (or consultation) of the various stake-
holders (retailer representatives and consumer organisations with public
policy makers). Their participation in the decision making process of
formulating the derogation and other exemptions ensures that the pol-
icy is supported by the various stakeholders. This facilitates the imple-
mentation process. It should also be noted that the implementation of
the Directive in most Member States has only accurred very recently.
Any changes now to the current manner in which the Directive is trans-
posed would not ocour at a reasonable time. No national evaluation
studies of the Directive have been conducted, because it is felt that the
experience in practice with the new Directive is too limited.

Information to consumers and retailers
In wiew of the compliance level by retailers and the general use consum-
ers make of unit pricing, more information on the benefits of unit pric-
ing could be provided to consumers and retailers. This would serve to
remind both consumers and retailers of the existing legal framework
and to remind consumers of the rights they are entitled to when it
comes ta price indication. Additional information to retailers on the
penefits of unit pricing could mitigate part of the existing hesitation
over unit pricing and therefore encourage even very small retailers to
voluntary indicate unit prices. The indication of the unit price would not
be regarded as a prablem by retailers if the added value for consumers
is evident. Furthermore, consumers could be encouraged to use unit
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pricing by pointing out the benefits to them and explaining how unit
pricing should be used in practise.
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