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ESF covers most services

. . . : - : .
sectors, including: Audio-visual services

e Insurance e Energy related services
e Banking e Environmental services
e Business services: IT& e Telecommunication
Compqtgr; consulting, . services
advertising, after-sales services
e Professional services: e Tourism
legal services, accountants, " o Maritime Transport

architects, engineers

e Construction services LR e e sl

e Distribution services Education or Health

e Postal & Express services
Dellvery services
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Services share of total

Services Share of World Trade - 2007 employmentin the EU
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The Service sector generates 90% of new jobs in the EUl
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Trends in World Trade in Services
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What does FDI include? .

® FD Capltal FlOWS Total outflows to extra-EU 306 140, 133 897 135 744 171 757
Equity capital 204 111| 138210| 106051] 26037 102249
. Other capita BT 473| -EDEE5 7761 -6370 17405
i F D I n CO m e Reinvested eamings 14 55 46 370 21 910 56 T2 51 90T
Total inflows from extra-EU 145867 126567 123541 53072 94149
° 1 Equity capital 42086 BROB3  RAO08|  36318] T1a:3
FD StOCkS N a Other capita B1714| 18384] 14400 10841 33420
Reinvesied eamings 22 054 22 304 23 221 27387 -11023
Country at the end Total intra-EU flows* 365510 361128 251268 134385 416 680
Equity capital 280762 273176| 164 884 128104 257 058
Of the yea r Other capita 6E006 TG118) 61080 10518 95847
Reinvested eamings 15 845 11 833 25334 47 275 B3 028

2500 EU total FOI income 2001-2005, EUR mn
Extra-EL, cradits B6 108| B5768) 103704 150424 178047
20004 Extra-ELl. dehits 3 183| 68407 60137  BGEIT 100514
Extra-EU, net 3017| 17380 43587 63580 6B 583
Intra-ELJ* 117180| 113708| 121138) 152076 162285

HTotal ExtratllU |
1500 outward flows EU FDI stocks at the end of the year, 2001-2004, EUR mn

W Total Extra EU FDI Total extra-EU assets 2017386 1904 845 2011069 2 048 346 2 380303
Income Equity capital and remvested eamings | 1800 252) 1551 241| 1678 283) 1721481| 2 040 244
Other capita 408 121) 353 521| 232780 326884| 240082

B Total Extra EU Total extra-EU liabilities 1295598 1265279 1484575 1580532 1744823
Equity capital and remvested eamngs B10738) 806 842| SR 325 1082 75| 1 207 533

Assets Other capita 454881) 456627 401247 4077e8| sa7 202
Total intra-Ell stocks® 2656338 2792869 3054 812 3300533 3IB10 415

Equity capital and remvested eamings | 2 048 13| 2 151 806| 2 380 280| 2 o0B 054| 3 040 227

Other capita 606 427) 641055 6655328) @01479| 770180

2003 2004 2005 * Intra-EU data are the average between inward and outward as declared by
Members States.




Services contribute to the largest share of FDI (1)

444,1 Bn € were invested in Services sectors by the EU in 4 years

(63,6 % of total 697,5 Bn €) (extra EU)

Extra-EU FDI ountflows™ by economic activity, 2001-2004,

ETUR mn

et A0 | 2005 ) 2004 | 2001-2004
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Meial & mechanical ucts
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Hotels and restaurants
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Services contribute to the largest share of FDI (2)

For the remaining pariner countries, extra-£Ell FDI flows were

characterised by a strong preference for services, with an average of
65 % for the cumulated flows.

Table 4.5

EU-FDI outward flows™ to major partners, 2001-2004,”"
EUR mn

__IEEI-ﬂEE-ﬂE-EIE- 2001-2004

Extra-EU

Manufaciuring 11%: 14%% 12%

Services ma-f.. EI!;I-".-E 55% 6% B4%

Cither sectors 30% 4E-" E-#".-’:

_m
Ty 2 Manufacturin 12% 12% 5% 1E-" 13%:,
partner d 8% T"ﬁ’: 1% 52%
countries DH1E{5|E[:H:H'5 19% 24% 36%

—m

34%
“other partner counines 15 the ::llfﬂarenl::e helween Exh'a-EJ and United Ztates, Eanada

Japan and EFTA.
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93% of the investment coming to the EU are
done in the Services sectors;

EU-FDI inward flows > from major partners, .‘![lﬂl-l[]l]-:l,i'q =
— EUK mn

.| 2001 | 2002 | 2003 | 2004 |2001-2004

NIl Manufacturing 129, 16% 14% 0%, 15%,
Services 106% TE% 83% 65% 86%
Other sectors -18% T 23, 15%, 1%,
m_mmmm-m
T 259, 23% 3% 17 %
178% Em ?E‘H: 79%

e 1l - Ofther sectors -G89 18%
mmmm

45%
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The importance of private Foreign Direct Investment
in Developing Countries
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But Developing Countries do not receive much of the FDI!

Tabkle 1: Main destinations of EU FDI flows 2005-2007*

OUTFLOWS INFLOWS
2005 2008 2007 2005 2006 2007
Exira EU, of which 2395 1000%] 317.5 100.0%| 4842 1000%| 1292 100.0%| 2013 1000%] 3601 1DD.0%
Europa (non-EL) of which 1132 473% 715 225% 96,1  19.8% 409 31.7% 456 226% 540 15.0%
Switzernand TAE 3IZ% 194 &.1% 223  AE%W 191  14.8% 245 122% 22.8 £.3%
Noragy 07 03% 5.8 1.8% 122 25% . 24 12% T4 2.1%
Croatia 10 04% 4.4 1.4% 30 0E% 8% 00 00% 0.0 0.0%
Fussia 97  41% 108 34% 167 34% 14 07% 9.2 2.5%
Turksy 46 1.5% 122 3.9% 124  26% 043 -02% 0.3 0.1%
Liraine 58  24% 2.1 0.7% 26  05% 0.1 0.0% D4 0.1%
Africa 163 68% 129 41% 176  36% a8 26 1.3% 5.4 1.5%
Morth America of which 434 202%| 1392 439%| 1335 33.0% 751 5B.2% B74 434%| 1903 52.8%
Canada 118  49% 31.1 0.8% 429  39% 8.0 6.2% 06 53% 10.3 2.8%
BLTY 365 153%| 1080 34.0%| 1456 30.1%| 67.2 52.0% 76.7 3381%| 1800 50.0%
Cantral Amarica of wivch 5.1 25% 366 11.5% 97.3  20.1% 244 121% 3.3 17.6%
Mewco 26 1.1% 16 0.5% 6.0 1.2%) 0.3 0% 0.3 0.1%
South america of which 110 46% 134  4.2% 183  3.8% 168 05% 3.4 0.9%
Argentina 17 07% 2.1 0.7% 1.6 0.3% 00 00% D.2 0.0%
Brazil 84 35% 65  2.0% 153 32% 1.3 07% 16 D.4%
Asla o which 426 178% 321 10.1% 578  11.9% M3 170% 343 9.7%
China {Inci. Homg Kong) 99 41% 103 3.2% 144  30% 20 1.0% -1.0  -0.3%
Indonesia 4.1 1.7% 07 D2% 0.0  0.0% 45 -02% 0.8 0.2%
Iredia 25 1.1% 25  0.8% 5.4 1.1%%) 0.5 02% 0.9 0.2%
Japan 1232 51% -0.1 0.0% 129 27% 157 78% 16.2 5.1%
South-Korna 50 21% 20 0.6% 1.7 0.3% 1.3 1.0% 09 05% 0.3 0.1%
Oceanla of which -10  -D4% 7.3 23% 6.7 1.4%] 53  41% 6.7 34% 5.0 1.4%
Australa ey e - B £.9 1.4%] 5.2  40% 60 30% 48 1.3%
OECD [non-EL 1468 61.3%| 1673 59.0%| 26530 S43|[—g1.2 TFE3I%]| 1394 e3gwl 2450 68.0%

of continents does not always
Parts may e higher than totals because of disinvestmant

58.2 % av.
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IMPORTANCE OF SERVICES IN A SUSTAINABLE DEVELOPMENT

> Attract FDI in Infrastructure
services:

Telecoms, IT related
services,

Logistics (Transports, Express
Courier, Distribution, etc.),

Energy distribution network,

Water and Waste
management,

Financial services System,
etc.

Tourism (Hotel, travel,
leisure, etc.)

Experience shows that
foreign service suppliers

that invest in a country do it
for a long period.

.

4

» Attract transfers of expertise
and of know-how of foreign
service suppliers, which in
turn initiate:

e Local jobs creations

e Staff vocational training, etc.
e Better quality of the services,
e Cheaper services,

e More choice for the
consumers

e Reduction of the cost of doing
business for local SMEs.
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Main barriers to FDI in Services Sectors:

Obligation to enter the market through joint venture
Limitations on capital ownership

Limitations on licences allotted to foreign companies
Restrictions on branching,

Lack of National Treatment in many services sectors
Local employment requirements

Long and burdensome administrative procedures
Restrictions on real estate access

Lack of transparency in domestic regulation (economic
needs tests, etc.)

B
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List of criteria that a CEO looks at when taking
a decision to invest in a developing countries:

Potential market (size, income per capita, follow the demand, i.e. corporate
customers)

Existing competition, special treatment for local players
Benefits prospects at short, medium and long terms
Good governance (level of corruption, transparency of the legislation, etc.)

State of the regulation (existing barriers at all levels, independent
regulatory authority, implementation of the regulations, i.e. Regulatory
Certainty)

FDI incentives (special zones, tax incentives, corporate tax, etc.)
Business Environment (incl. availability of human capital, level of education)

Country Risk Assessment: political stability, GATS/Trade agreement sector
specific binding commitments, BITs, etc. i.e.

the GATS/BITs/FTAs Commitments are only additional criterion for
companies to tick. But they can often make the difference. For the
Developing countries, it is an additional opportunity to seize as to attract
FDI.
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Companies need international agreements to
provide legal security to their investments

What EU companies want: =>What is happening
Mode 3 Commitments)

2. Regional Trade Agreements 1. Autonomous
(with Integrated Markets) Liberalisation

3. Multilateral or Plurilateral Lack of

agreements on R 2. BITS FTAS convergence in
~ a global world

No Leqgal
Security !

investments 4 3. RTAs (withou
4. Bilateral Agreements (FTAs ‘, Services !!1)
& /or BITs) =

5. Autonomous - 4 WTO ?? 1l
Liberalisation... BUT I‘ 5 MAI (OECD) Dead

I [ [ P
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THANK YOU FOR YOUR ATTENTION |

Pascal KERNEIS

Managing Director

European Services Forum — ESF
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