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Definition

Traders operating in one MS block or limit 

the access of their online interfaces to 

customers from other MS.



Limited cross-border e-commerce  

Domestic and cross-border online shopping, 

EU28, 2008-2014 (%  points)

Total and online sales in goods, 2000-2014 (EUR billion)

Average annual growth rate of online 

sales: 22%

Source: Duch-Brown and Martens (2015)



Geo-blocking as an impediment to cross-border 
commerce

• Overall, two cross-border shopping attempts out of three fail … 
(Commission Impact Assessment report, geo-blocking)

Source: GfK Mystery Shopping Survey and JRC/IPTS calculations 



Prevalence of geo-blocking

• Prevalence of geo-blocking at different stages of the online shopping 

process, by sector (expressed as a proportion of attempted 

transactions within each stage of the shopping process)

Source: GfK Mystery Shopping Survey and JRC/IPTS calculations 



Geo-blocking: Justified or unjustified?

If geo-blocking practices are based on businesses 

incurring significant extra complications and costs or 

other obstacles for cross-border sales, they are likely to 

be considered justified where they are proportionate. 

Otherwise, they constitute unjustified geo-blocking. 

• Language barriers

• Regulatory complications (different VAT systems)

• Technical specifications (rules for labeling)

• Legal uncertainty

• Fraud prevention system

• Vertical agreements (Chicago school doctrine)

• Ability to provide services after the sale

• Lack of affordable quality of delivery services

Common 

justifications



The EC proposed regulation

• Article 3: Traders shall not block or limit customers' access to their online 
interface for reasons related to the nationality, place of residence or place 
of establishment of the customer

• Article 4: “Traders shall not apply different general conditions of access to 
their goods or services, for reasons related to the nationality, place of 
residence or place of establishment of the customer, in the following 
situations:

- where the trader sells goods and those goods are not delivered 
cross-border to the MS of the customer by the trader;

- where the trader provides electronically supplied services, other than 
services related to the provision of access to and use of copyright 
protected works; 

- where the … services are supplied to the customer in the premises of 
the trader or in a physical location where the trader operates.

• Article 5: Traders shall not apply different conditions of payment for any 
sales of goods or provision of services based on the nationality, place of 
residence or place of establishment of the customer.



The impact assessment 

What is the economic impact of lifting geo-blocking 

restrictions in physical goods?

CS: 1.2%                                    PS: 1.4%

Consumer 

surplus increases 

by 1.2%

Producer 

surplus 

increases by 

1.4%

Source: Duch-Brown and Martens (2016)



A closer look at the impact assessment

• Duch-Brown and Martens (2016) studies the impact of removing 
restrictions to cross-border trade of goods. That may call for steps 
beyond elimination of geo-blocking: VAT harmonization and 
transparency, uniform consumer protection across EU, cross-border 
price delivery prices, packaging and labeling rules… 

• Trade expansion: Prices would decrease across in all countries, 
both online (-1% on average) and offline (-0.5% on average). This 
will lead to increased consumption and sales.

• Reduced costs of supply: Many purchases that are made from 
“brick and mortar” retailers today would instead be made online. 
The cost of making the sale online is less than the cost of making 
the equivalent sale offline, and is sufficient to explain the predicted 
increase in producer surplus.

• Delivery (and other related) costs will limit arbitrage opportunities 
and price convergence.

• What about the economic impact of the proposed regulation on 
digital services (e.g. online booking, car-hire)?



Copyrighted digital services are 
excluded from the regulation 

• The proposed geo-blocking regulation does not address 
copyrighted content for a variety of reasons, but these goods and 
services represented 33% of online trade by individuals in 2014 .

• Per the Commission’s Impact Assessment, they wanted to avoid 
overlap with a proposed “copyright reform that includes inter alia a 
proposal for a Regulation on ensuring cross-border portability of 
online content services , which allows users to access the services 
they have subscribed to in their MS of residence while temporarily 
abroad, and an upcoming update of the copyright framework in 
order to facilitate online distribution of TV and radio programmes 
across the EU.”

• They also note that “a specific framework exists in the form of the 
Audiovisual Media Services Directive and the Satellite and Cable 
Directive, both of which are currently under review.”



Extending EC geo-blocking regulation: Potential Demand



Lifting geo-blocking restrictions on 
audiovisual content: Potential demand
• The means by which consumers receive audiovisual content is 

evolving rapidly, with rapid growth in volume and revenues

• Long-term intra-EU migrants have substantial interest in content 
from their country of origin, and also substantial willingness to pay

• Short-term intra-EU migrants, travellers, linguistic minorities, and 
those who are studying a language or are already proficient in it 
are all likely to have interest and willingness to pay for cross-
border access audiovisual content.

• Marcus and Petropoulos (2017) identify an aggregate EU-wide 
opportunity of € 378 million per annum, with a lower bound of 
€ 189 million per annum and an upper bound of € 945 million per 
annum, for the elimination of geo-blocking of audiovisual content.

• This represents an incremental amount that consumers are willing 
to spend. How much can be realised in practice is uncertain.



Lifting geo-blocking restrictions in 
audiovisual: Potential concerns
• The relationship between geo-blocking and piracy.

• Exclusive territorial licenses for only one Member State are very 
common. This market partitioning exists for valid reasons, and 
generates benefits for European consumers, not just costs. 

• Prohibition on geo-blocking of online audiovisual content might 
raise concerns about the creation of new content and how it would 
be financed. There is a risk that less content would be produced, 
thus reducing consumer choice and consumer welfare.

• Such concerns might be mitigated by limiting any prohibition on 
geo-blocking to works for which sufficient time has elapsed from 
the date of first theatrical release to ensure that nearly all of the 
revenue potential has already been realised.



Extending EC geo-blocking regulation in Music and EBooks

Music EBooks and ePublishing

Minimum aggregate opportunity (€ mn) € 12,1 € 21,1

Expected aggregate opportunity (€ mn) € 19,7 € 31,6

Maximum aggregate opportunity (€ mn) € 29,5 € 45,7

The aggregate annual opportunity associated with prohibiting geo-blocking 
of various copyrighted services.
Source: Bruegel calculations

o Elimination of geo-blocking in the music sector can be expected to have positive 

effects both for consumers and for producers, but the effects differ among the 

Member States. In some Member States, consumers are more likely to listen to music 

from elsewhere than to music produced within their own Member State; likewise, 

music from some Member States is more sought after than that of others by residents 

of other Member States.

o Since the production of music is less costly than the production of films, any potential 

negative dynamic effects on financing the content from removing geo-blocking 

restrictions (e.g. in the UK) are less of a concern.

o Any prohibition of geo-blocking for e-books would need to take cognizance of fixed 

price obligations imposed in several of the Member States.



Further remarks

• What should be the welfare criterion?

• Full Pareto optimality: one party is better off, and nobody is worse off

• Kaldor-Hicks optimality: those that are made better off could hypothetically 
compensate those that are made worse off

• Assessing the impact of lifting geo-blocking restrictions requires a 
sector-by-sector analysis which takes into account the specific 
industry characteristics.

• Now is the time for creative and in depth discussion of all the 
involved parties.


