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Professional services: scope for more reform

Jane GRADY and Ruth PASERMAN, Directorate-General Competition, unit D-3

1. Introduction and background
The Commission’s work in the professional serv-
ices sector continues with the publication of its 
first follow-up report to the 2004 Report ‘Compe-
tition in Professional Services’ (1).

The 2004 Report set out the Commission’s thinking 
on the scope for reform and modernisation of pro-
fessional rules and regulations governing the oper-
ation of six professions selected for detailed study 
by the Commission. These were lawyers, notaries, 
engineers, architects, accountants (including the 
related profession of tax advisers) and pharmacists. 
It was supplemented by the Stocktaking Exercise 
on Regulation of Professional Services in the ten 
new EU Member States, published in November 
2004 (2).

The 2004 Report analysed in detail five key restric-
tions on competition: (i) fixed prices, (ii) recom-
mended prices, (iii) advertising regulations, (iv) 
entry requirements and reserved rights, and (v) 
regulations governing business structure and 
multi-disciplinary practices. This analysis found 
that in a large number of Member States profes-
sionals were subject to rules and regulations which 
imposed fee scales, advertising restrictions and 
limits on inter-professional co-operation. It con-
cluded that these were serving to restrict competi-
tion.

It urged all involved to make a joint effort to 
review and eliminate those rules which are unjus-
tified. Regulatory authorities in the Member States 
and professional bodies were invited to voluntar-
ily review existing rules taking into consideration 
whether those rules are necessary to attain the rel-
evant public interest objective, and whether they 
are proportionate and justified. The 2004 Report 
also promised to report on progress in 2005.

Alongside this voluntary reform process, the 
Commission and national competition authorities 
have been carrying out relevant casework using 
the competition rules to promote change. One 
example of Commission intervention was against 

(1) The Report is available at: http://europa.eu.int/comm/
competition/liberal_professions/final_communication_
en.pdf

(2) Stocktaking Exercise on Regulation of Professional Ser-
vices — Overview of Regulation in the New EU Mem-
ber States dated November 2004, can be found at: http://
europa.eu.int/comm/com4petition/liberalization/confer-
ence/overview_of_regulation_in_the_eu_professions.pdf 

the Belgian Architect’s Association (3). The Com-
mission concluded that the scale of recommended 
minimum fees operated by the Association was 
in breach of the EC competition rules because it 
could facilitate price co-ordination between archi-
tects.

2. 2005 Report ‘Professional Services — 
Scope for more reform’

The Commission’s progress or follow-up report, 
‘Professional Services — Scope for more reform’ (4), 
was published on 5 September 2005. It consists of 
two separate documents. The first is a Commission 
Communication, ‘Professional Services — Scope 
for more reform’, and the second, annexed to the 
Communication, a Commission staff working 
document, ‘Progress by Member States in review-
ing and eliminating unjustified restrictions to 
Competition in the area of Professional Services’.

The Communication gives an overview of progress 
made by individual Member States in the review 
and removal of unjustified regulatory restrictions. 
It also provides details of enforcement action in 
this sector by national competition authorities 
and the Commission. It draws conclusions about 
the pace of reform and proposes a way forward. 
The Commission staff working document under-
pins the Communication and provides a detailed 
analysis of the information collected from Mem-
ber States on reforms undertaken. It provides a cri-
tique of the justifications put forward by Member 
States for their continuing maintenance of restric-
tive rules, and highlights best practice.

3. Findings of 2005 Report

The Communication starts by stressing the impor-
tance of the sector economically to the EU econ-
omy both in terms of jobs and wealth creation and 
hence, why it is so important to make the sector 
as competitive as possible by removing regula-
tion that is outdated and anti-competitive. Figures

(3) Decision of 26.6.2004, COMP/38.549 - PO / L’Ordre des 
Architectes belges, http://www.europa.eu.int/comm/com-
petition/antitrust/cases/index/by_nr_77.html#i38_549

(4) The follow-up report is available at: http://europa.eu.int/
comm/competition/antitrust/legislation/#liberal
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for 2001 show that ‘business services’ (1) gener-
ated turnover in excess of 1 281 billion Euros, or 
approximately 8% of total turnover of the EU15 (2). 
Approximately one third of this can be attributed to 
‘professional services’. In employment terms, ‘other 
business services’ employed almost 12 million peo-
ple in 2004 (3), or 6.4% of total employment. More 
competition in the sector would be good for the 
EU economy, consumers and business by promot-
ing cost-efficiency, lower prices, better quality and 
new and more innovative services.

The Communication further notes that the Com-
mission’s work in this area should be seen within 
the wider context of the Lisbon Strategy which fea-
tures improving regulation to promote competitive 
markets as a key strand of work for the future. The 
initiative can also be viewed as somewhat of a fore-
runner of the sector inquiries that have recently 
been initiated at EU level, aimed at identifying and 
removing remaining barriers to competition.

The report provides a balanced analysis of progress 
made by comparing Member States reported reform 
activity over the past 18 months against levels of 
existing regulation. The aim is for reported activ-
ity to be seen in the context of the level of existing 
regulation.

It does this using three figures. The first ranks 
Member States based on substantive reform activ-
ity undertaken. The second is an updated regula-
tory index showing the levels of current regulation 
across the EU in the six professions under consid-
eration. This index was first produced in the 2004 
Report and has been updated to reflect reforms 
undertaken since February 2004, and to include 
the new Member States. A third figure combines 
the data on reform activity and the regulatory 
index to show progress being made in reducing 
levels of regulation. This is shown below.

(1) Category 72 ‘Computer Services and 74 ‘Other Business 
Services’ of the NACE classification. Category 74 of the 
NACE classification includes legal, accounting and audi-
ting activities; consultancy; market research; business and 
management consultancy; management activities of hol-
ding companies; architectural and engineering activities 
and related technical consultancy; technical testing and 
analysis; advertising; labour recruitment and provision of 
personnel; investigation and security activities; industrial 
cleaning and miscellaneous others.

(2) Source: Eurostat, ‘Developments for turnover and 
employment indices for services during the third quarter 
of 2004’, Statistics in focus 11/2005. Data refers to the fol-
lowing 14 countries: BE, DK, DE, ES, FR, IE, IT, LU, NL, 
AT, PT, FI, SE and UK.

(3) Source: Eurostat, Labour Force Survey, 2004.

Comparison of Member States’ reform activity 
against level of existing regulation

Note: Malta is not included due to missing infor-
mation. Data on notaries is excluded for all Mem-
ber States.

The report describes a mixed picture in terms of 
reform activity over the last 18 months:

l three Member States — Denmark, the Nether-
lands and the UK — are making good progress 
with ongoing reform programmes;

l five countries — France, Germany, Ireland, 
Lithuania and Slovakia — have made minor 
reforms and report that analytical work is 
underway to examine existing regulation;

l six other countries — Austria, Estonia, Hun-
gary, Latvia, Slovenia and Portugal — have 
made minor reforms;

l four countries — Belgium, Italy, Luxembourg 
and Poland — have reported only that analyti-
cal work is underway; and

l in seven countries — Czech Republic, Cyprus, 
Finland, Greece, Malta, Spain and Sweden — no 
reform activity is reported. (4)

What is particularly noticeable from these find-
ings is that many of those countries with the high-
est levels of existing regulation, and who have the 
most to do in terms of reform, fall into the cat-
egory of doing very little if anything.

The Commission’s analysis suggests that progress 
in many Member States is being hampered by sev-
eral factors, including a lack of national political 
support, little appetite for reform from the profes-
sions themselves, the weight of tradition and the 
inability of Member States to see the possibilities 

(4) It should be noted that although no reform activity is 
reported by Sweden and Finland over the last 18 months, 
both of these countries already have some of the lowest 
levels of regulation in the EU due to pro-competitive 
reforms made over the last two decades, and therefore 
have less to do in terms of reform. 
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for reform. It highlights the need for a partnership 
approach to reform between all players — national 
governments, regulators and competition authori-
ties, and the professions themselves.

The Communication notes that the majority of 
national competition authorities, along with the 
Commission, are now actively engaged in promot-
ing change. A range of work is being undertaken, 
such as a study by the Polish competition author-
ity (1) on factors hindering competition in five pro-
fessions, and a report by the Irish authority (2) on 
restrictions affecting competition in the legal pro-
fession. Other authorities are engaged in detailed 
analytical work to examine existing regulation and 
identify areas in need of reform. The national com-
petition authorities are also actively applying the 
EC competition rules to cases in their countries. 
Eleven cases are reported as being opened in the 
six professions selected for study since the publica-
tion of the 2004 Report. These developments are 
particularly important given that the vast major-
ity of competition restrictions in this sector have 

(1) The report is available at: http://www.uokik.gov.pl/pl/
ochrona_konkurencji/analizy_rynku/

(2) The report is available at: http://www.tca.ie/professions/
legal_report_executive_summary.pdf

their origin and effect in a single Member State, 
and are therefore best dealt with by national com-
petition authorities at national level rather than by 
the Commission.

4. What next?

The Communication concludes by calling on 
Member States to take urgent action to reform 
this sector. In practical terms, this means Mem-
ber States taking national political responsibil-
ity for driving forward reform. To help with this 
it suggests that the issue of modernising the rules 
affecting the professions should be built into the 
National Reform Programmes for implementing 
the Lisbon Strategy. This will serve to give the ini-
tiative greater direction and political backing. The 
Commission itself will continue to act as facilita-
tor, helping to spread best practice. It leaves open 
the possibility of the Commission taking further 
appropriate enforcement action using the EC com-
petition rules.




