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1. Why a new sector specific
Block Exemption Regulation?

As evidenced in the Commission’s evaluation
report on Regulation 1475/95 (the current Block
Exemption Regulation in force until 30 September
2002), the combination of exclusivity and selec-
tivity led to rigidities in distribution, like rigidities
to cross-border purchases -thereby maintaining
unnatural geographical boundaries-, unsatisfac-
tory level of intra-brand competition, and high
dealer’s dependence level vis-à-vis motor vehicle
manufacturers, to the detriment of consumers’
interests. Indeed, the evaluation report showed that
the current system does not benefit to consumers,
and therefore the conditions laid down in Article
81(3) are not fulfilled. The current Block Exemp-
tion Regulation failed to meet its objectives.

Although in 1995, date of adoption of current Block
Exemption Regulation, no other economic sector
was permitted to combine exclusive territories and
quantitative selective distribution systems, major
operators of the industry have not always respected
these more advantageous rules (3).

The current Block Exemption Regulation has a
powerful straightjacket effect on distribution: all
current motor vehicle distribution systems are
modelled on Regulation 1475/95, thereby impeding
the development of innovative distribution patterns.
The Commission decided therefore to adopt for
motor vehicle distribution the same approach as for
Regulation 2790/99 on vertical restraints: no more
indication of what is permitted (the ‘white list
approach’), but rather of what is prohibited.

The Commission also concluded that applying
Regulation 2790/99 as it stands is not suitable for

the motor vehicle industry because it does not
provide adequate remedies to the problems identi-
fied in the evaluation report. In addition, it would
not take into account the cumulative effect of
similar distribution agreements in the motor
vehicle sector. In that respect, Regulation 2790/99
provides for the possibility to adopt stricter rules
than the general exemption regime for vertical
restraints.

For instance Regulation 2790/99 would not have
secured access to technical information, repair and
diagnostic equipment and tools, and training to
independent repairers. Nor would it secure suffi-
cient access to the market for original or matching
quality spare parts manufactured by component
manufacturers, leading therefore to market fore-
closure for the supply of parts.

Applying Regulation 2790/99 would therefore
lead to a lessening of competition in after-sales
services (4). It would not either enhance European
market integration for motor vehicle sales, or the
development of real in-store multibranding dealer-
ships.

These are the reasons why the Commission is
proposing a sector specific block exemption Regu-
lation, but similar in its structure and more
economic approach with Regulation 2790/99. The
proposed sector Block Exemption Regulation
injects more competition at all levels of the motor
vehicle distribution: sales, after-sales and supply
of parts (5). Increased competition will eventually
benefit to consumers.

The proposed Block Exemption Regulation was
published in OJ C 67 of 16 March 2002. All inter-
ested parties were given a month to submit
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(1) OJ C 67 of 13.3.2002, p. 2. This article refers to the draft regulation as adopted by the Commission and published in the OJ.
(2) Members of the Block Exemption Regulation team working under the supervision of the head of unit Eric van Ginderachter:

Nieves Navarro Blanco, Konrad Schumm, Manuel Martinez Lopes, John Clark, Christophe Dussart, Hubert Gambs and Lazaros
Tsoraklidis.

(3) VW I, VW II, Opel, DaimlerChrysler infringement decisions with fines, with VW II being the first case of resale price
maintenance in the motor vehicle sector (see press releases at http://europa.eu.int/comm/competition/car_sector/distribution/
#fines); Regulation 2790/99 allows such combination under the express condition that active sales outside the territory are
permitted.

(4) Repair and maintenance services account for 40% of the total cost of ownership of a motor vehicle. The purchase accounts also for
40%. The remaining 20% covers mainly financing and insurance fees.

(5) The proposed BER covers the sale, after-sales services and supply of parts for passenger cars, commercial vehicles (light/medium/
heavy), and coaches and buses.



comments. The consultation period ended on
16 April 2002. On the basis of these comments, as
well as those of the Member States (expressed
during the first Advisory Committee held on
7 March 2002), the European Parliament’s
proposed amendments, and the ECOSOC opinion,
the Commission will submit a revised version of
the Block Exemption Regulation for the second
consultation of the Member States, which takes
place on 6 June 2002.

2. Most significant changes
from current rules

Although stricter than the current Block Exemp-
tion Regulation, the proposed Block Exemption
Regulation allows nevertheless for a greater flexi-
bility not only for motor vehicle manufacturers but
also for the authorised operators and the inde-
pendent repairers.

The proposed Block Exemption Regulation does
not allow the combination of advantages arising
from the allocation of exclusive territories and the
implementation of selective systems (either quali-
tative or quantitative). Motor vehicle manufac-
turers have to choose between the two distribution
systems.

It does not allow either anymore the mandatory
link between sales and after-sales, acknowledging
therefore that both economic activities may be
conducted separately, while currently they are
tied. The proposed Block Exemption Regulation
does not cut the link between sales and after-sales,
it reorganises it: all sales dealers may conduct
after-sales activities if they so wish or subcontract
these services to an authorised repairer which
fulfils the qualification criteria set out by the motor
vehicle manufacturer. Consumers will always
benefit from qualified repairs. This re-organisation
has no negative effect on warranty either: the
manufacturer’s warranty applies notwithstanding
the place of sale or repair of the motor vehicle and
must be provided by all repairers belonging to the
motor vehicle manufacturer’s network.

2.1 Main changes regarding sales

In store multi-branding, which increases inter-
brand competition and facilitates consumer’s
choice, will be permitted without any other
possible restriction than a legitimate requirement
on dealers to arrange for display the brands in dedi-

cated spaces within the show-room in order to
avoid brand image confusion.

The re-organisation of the link between sales and
after-sales represents an opportunity for new sales
entrants which will not be requested to perform
after-sales activity, and for existing authorised
operators who may wish to focus their investment
either on sales or after-sales.

Sales targets, and therefore bonus calculation, will
now be set for the whole EU, instead of confined
allocated territories. This change should have a
major impact on car allocation to dealers, with a
beneficial effect on motor vehicle delivery time in
case of cross-border purchases which should be
facilitated.

Intermediaries acting on behalf of consumers will
be able to source more easily cars from authorised
dealers as the latter will no more be required to
limit their sales to intermediaries to a 10% share of
their overall sales. This change represents a major
facilitation of purchases through intermediaries.
Intermediaries will of course always need a
consumer’s mandate to act on their behalf.

Under the current Block Exemption Regulation,
dealers are not allowed to sell actively outside their
allocated territory. With the Block Exemption
Regulation, dealers operating within a selective
distribution network will be free to actively adver-
tise and sell wherever in the EU, set up their own
internet sites and develop advertising and sales
through internet. They would also be allowed to
establish partnerships with internet referral sites.

Existing car dealers, operating within a selective
distribution system and wishing to grow either in
their region, country or another Member State of
the EU, will also be free to establish an additional
dealership or a delivery point wherever they think
it suits best their business development (1). The
prohibition of the so-called ‘location clause’
should help reducing the constantly high price
differentials between Member States. These price
differentials are evidenced twice a year in the
Commission report on car prices in the EU. (2)

Prohibiting the location clause for cars is also a
prerequisite for sound development of multi-
branding. With a right of motor vehicle manufac-
turers to decide where a new entrant or even an
existing sales dealer will market their brand, a
dealer wishing to sell an additional brand in a
given area could be hindered to do so, even if he
meets all the qualitative criteria. Moreover
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(1) The location clause permits a supplier to decide where a dealer or repairer may conduct his business (Regulation 2790/99). It can
be enforced though for commercial vehicles above 6 tonnes and coaches and buses.

(2) The reports can be consulted on http://europa.eu.int/comm/competition/car_sector/.



existing dealers in the targeted area would invoke
the territorial protection granted by the location
clause in order to avoid the establishment of an
‘intra-brand’ competitor.

Dealers operating within an exclusive distribution
system will be allowed to perform the so-called
passive sales originating from orders outside their
allocated territories, either on customer’s initiative
or mandated intermediary’s initiative but also on
non authorised resellers’ initiative (independent
motor vehicle dealers, also known as ‘grey deal-
ers’, supermarkets or internet operators). These
independent operators are a powerful arbitrage
tool between Member States. Exclusive dealers
could also establish partnerships with internet
referral site, and develop sales through their own
internet site (under the condition not to actively
seek for customers outside their territory, like via
personalised advertising).

2.2 Main changes regarding after-sales

The re-organisation of the link between sales and
after-sales services enhances opportunities for
authorised after-sales operators which can dedi-
cate all their investment and expertise in this field
of activity. It allows also for sales dealers whose
contract is terminated to remain active in after-
sales (1).

Access to technical information, tools and diag-
nostic equipment and training is further strength-
ened (2) in order to allow independent repairers to
keep the pace of innovation (3) and compete effec-
tively with authorised after-sales networks. Most
consumer studies acknowledge that repairs and
maintenance services operated by independent
repairers are generally of equivalent quality to
those operated by the authorised networks, and
often cheaper. This additional competitive pres-
sure exerted by independent repairers has always
been valued as indispensable.

The proposed Block Exemption Regulation
increases also access to the market for original
spare parts and parts of matching quality manufac-
tured by components manufacturers (4), either
directly to the authorised repairers or to the inde-
pendent after-market operators. These parts are
generally cheaper than those supplied by the motor
vehicle manufacturers. This additional competi-

tive pressure at the parts supply level will be
beneficial both to all repairers, authorised and
independent, and to consumers.

2.3 Market share thresholds

The market share thresholds in the proposed Block
Exemption Regulation are in line with Regulation
2790/99, which takes more than previously into
account the economic analysis of the agreements
and which sets a general threshold at 30%.

2.3.1 Sales

If motor vehicle manufacturers opt for dealerships
enjoying the territorial protection of an exclusive
territory, the market share threshold for benefiting
from the exemption is set to 30%. If they opt for a
quantitative selective distribution system, for
which the proposed Block Exemption Regulation
is stricter than Regulation 2790/99, the market
share threshold is set to 40%. The threshold for
quantitative selective distribution systems has
been raised to 40%, instead of 30%, as the
proposed sector specific Block Exemption Regu-
lation contains more hardcore restrictions than
Regulation 2790/99. Since purely qualitative
selective distribution system do not normally
restrict competition there is no market threshold in
this case.

2.3.2 After-sales

Quantitative selective systems and exclusive
systems for motor vehicle servicing are covered up
to 30% market share. Motor vehicle manufactur-
ers’ market share for repair and maintenance is
generally higher than this threshold and it is
expected that they will therefore set up qualitative
systems for their after-sales services. The
proposed Block Exemption Regulation does of
course not provide for a market share threshold for
qualitative selective systems.

3. Expected benefits

Whatever the system implemented by motor
vehicle manufacturers, the Block Exemption
Regulation contains safeguards enhancing the
proper functioning of the internal market. In case
of exclusive distribution, dealers would be free to
sell to all non authorised resellers: this opportunity
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(1) This is important: independent studies forecast an average reduction by 25% of the number of authorised sales dealers in the
forthcoming years; it is said that this reduction will occur whatever the nature of regulatory framework after October 2002.

(2) Regulation 1475/95 covers only access to technical information.
(3) Motor vehicles incorporate increasingly sophisticated technology (like in engine and injection controls, electronically assisted

braking systems, active suspension or radar-based adaptative cruise-controls).
(4) Today, parts manufactured by component manufacturers account for 80% of all motor vehicle parts and components.



triggers price competition and facilitates market
integration. In case of selective distribution not
only all dealers are free to sell actively wherever in
the EU, but they can even expand ‘physically’
wherever they so decide.

These are measures increasing competition
between dealers, and therefore between motor
vehicle manufacturers. This additional competi-
tion should eventually benefit to the European
consumer, not only in terms of distribution innova-
tion and distribution efficiency, but ultimately in
terms of increased price competition.

Real multi-branding, new method of setting sales
targets (1) and freeing-up of intermediaries’
activity will not only benefit to consumers in terms
of product choice, product availability and diver-
sity of geographical sourcing, but will enhance and
strengthen the efficient dealer’s position vis-à-vis
motor vehicle manufacturers, not to mention the
obligation of detailed motivation in case of
contract termination.

The re-organisation of the link between sales and
after-sales activities offers the opportunity to new
type of entrants to develop alternative ways of
distributing motor vehicles and to existing dealers
to focus on the activity for which they are the most
efficient.

Easier access of components and parts manufac-
turers to the authorised repairers networks and the
independent after-market networks will enhance
competition at the parts supply level. Independent

repairers are given the opportunity to effectively
compete with the authorised repairers, especially
by guaranteeing not only access to all kind of tech-
nical information, but also to tools, diagnostic
equipment and software, and training.

To summarise, the proposed Block Exemption
Regulation aims at neutralising the negative
effects on distribution that are not induced by
external factors such as different taxation levels.

4. Duration and transitional period

The new Block Exemption Regulation should
enter into force on 1 October 2002. The duration of
the proposed Block Exemption Regulation (7
years and 10 months) is scheduled to coincide with
the termination of Commission Regulation 2790/
99, in order to allow an overall review of Commis-
sion’s policy regarding vertical restraints in 2010.
The proposed Block Exemption Regulation
provides for a one year transition period allowing
adaptation of current contractual arrangements.

5. Next procedural steps

Member States have submitted their final
comments and proposals on the revised Commis-
sion’s proposal at the second Advisory Committee
on restrictive practices, which took place on 6 June
2002. The Commission should normally adopt the
Block Exemption Regulation during July 2002.
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(1) New method of setting sales targets may also give an additional impulse towards more lean production and distribution than today.


