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ESF covers most services
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sectors, including: Audio-visual services

e Insurance e Energy related services

* Banking e Environmental services

 Business services: IT & e Telecommunication
Computer; consulting, services

advertising, after-sales services

e Professional services: * Tourism

legal services, accountants, e Maritime Transport
architects, engineers w

* Construction services ' But no members in

e Distribution services a Education or Health

~ * Postal & Express services
i Deliver srvices
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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,
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Services contribute to the largest share of FDI (2)

Far the remaining pariner countries, extra-Ell FDI flows were

charactiensed 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,”"
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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, :nul—:nmf“ =
— EUR mn
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The importance of private Foreign Direct

Investment in Developing Countries
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IMPORTANCE OF SERVICES IN A SUSTAINABLE DEVELOPMENT

> Attract FDI in Infrastructure
services:

 Telecoms, IT related
services,

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

* Energy distribution network,

e Water and Waste
management,

* Financial services System,
etc.

e Tourism (Hotel, travel,
leisure, etc.)
Experience shows that foreign service

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

.'

» 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:

e Obligation to enter the market through joint venture

e Limitations on capital ownership

e Limitations on licences allotted to foreign companies
e Restrictions on branching,

e Lack of National Treatment in many services sectors
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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 1. Autonomous glgcte:ic’:sl'
A Liberalisation

Integrated Markets Lack of

3. Multilateral or Plurilateral ', 1 RS convergence in
__global world
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THANK YOU FOR YOUR ATTENTION |

Pascal KERNEIS

Managing Director

European Services Forum — ESF




