The voice of the European
Services Industry in

Trade & Investment

Importance of Trade in
Services in the EU Economy

Facts & Figures
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Evolution of EU trade in Services
B (2000-2017- € billion)
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Since ESF’s creation, EU Export of Services
have multiplied by 3, up to €912 billion
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Since ESF’s creation, the EU Surplus

=00 "o ____  inTrade in Services has increase by 191
20€0 — 0 1000%, up to €191 billion. [
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EUROPEAN TRADE IN SERVICES EUROPEAN TRADE IN SERVICES EUROPEAN TRADE IN SERVICE
EXPORTS ACCOUNTS E ACCOUNTS FOR:

billion 22 24%

191 BILLION JOBS IN Tk EU GDP

W Exports- Total 912.4 - Imports- Total: 720.6
\ EU Services Exports & Imports per sectors
' (2017 - € billion & %)
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Source: Eurostat 2019 - Note: Other business services comprise mainly: research and development, professional and management consulting services,
technical, trade-related services.


http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=bop_its6_det&lang=en

2500 TOP 10 EU TRADING PARTNERS IN SERVICES

(EXTRA-EU) — 2017 - €BILLION
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TOP 15 WORLD EXPORTERS OF TRADE
IN SERVICES —2018- SBILLION
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THE EU IS BY FAR THE
WORLD’S BIGGEST
EXPORTER OF SERVICES
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3 MAIN SERVICES SECTORS

274 billion euros are exported
and imported in the transport
sector accounting for 17.5% of
EU services trade
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ECONOMY BY SECTORS— GDP - 2016

SERVICES = 73%
OF EU GDP

67.2

Agriculture Industry Services

mEU mChina Brazil mIndia mUSA
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239 billion euros are exported
and imported in the travel

sector accounting for 15.4% of
EUservices trade

Other business

services

434 billion euros are exported
and imported in the other
businesses sector accounting
for 25.6%
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TRADE IN SERVICES & GDP (%)

==European Union ==High Income ==Middle Income - Low Income
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TRADE IN SERVICES IN EU GDP = 24%
MUCH HIGHER THAN IN OTHER HIGH INCOME COUNTRIES
= DUE TO EU SINGLE MARKET

2009 2010 2011 2012 2013 2014 2015 2016 2017



https://www.wto.org/english/res_e/statis_e/wts2018_e/wts2018_e.pdf
http://wdi.worldbank.org/table/4.2
https://data.worldbank.org/indicator/bg.gsr.nfsv.gd.zs

EU EMPLOYMENT BY ECONOMICSECTOR

Services drive 0
employment 70
growth. In the EU, 0
Services account
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for 72% of total
employment in
2018 (up from

62.7% in 2000).
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Export-supported jobs by sector — 2017 - %

Non-metalic & basic metals Machinery & transport equiment = Services Others

22 million jobs
In services

thanks to EU
exports

EU Exports support 36 million jobs!

61% of export-related jobs are in services
Source: Report “EU Exports to the world: Effect on Employment” - 201§

EXPORTS OF SERVICES MEANSJOBSIN THEEU EXPORTS OF SERVICES MEANS JOBS
IN SERVICES SECTORS— MILLION JOBS 09 OQUTSIDETHE EU — MILLION JOBS
IN 2014, EU EXPORTS IN 2014, EXPORTS OF THE
TO THE REST OF THE WHOLE EU TO THE REST
WORLD SUPPORTED OF THE WORLD
19.7M JOBS IN THE SUPPORTED AROUND 8.2
SERVICES SECTOR MILLION SERVICES
ACROSS THE EU. SECTORS JOBS IN £

COUNTRIES OUTSIDE THE

= Services Jobs driven by sales of services sector to Rest of the World (RoW) EU! = Services sectors Jobs outside the EU supported by EU services Exports

= Services jobs driven by exports of EU manufacturing sector to RoW = Services sectors Jobs outside the EU supported by EU manufacturing Exports
= Services jobs driven by exports of EU primary sector to RoW. .
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https://www.ilo.org/ilostat/faces/wcnav_defaultSelection?_adf.ctrl-state=gv0dh7p27_4&_afrLoop=205734581657505&_afrWindowMode=0&_afrWindowId=null#!%40%40%3F_afrWindowId%3Dnull%26_afrLoop%3D205734581657505%26_afrWindowMode%3D0%26_adf.ctrl-state%3D1assxqtutf_4
http://trade.ec.europa.eu/doclib/docs/2018/november/tradoc_157516.pdf

Investments

Foreign Direct Investment (FDI) is vitally
important in enabling businesses to pro-
AL SR PR IR i TNe (Rl ¢ uce efficiencies via new technological
developments and know-how brought in by
investing companies. Furthermore, exter-
) P—— nal investment is often crucial in develop-
o / ing new infrastructure that can require
/ considerable sums of capital and expertise,

8 . . .

- / /"'— particularly important for developing coun-
' 6.922 tries. FDI is also crucial for gaining access to
,_ s u gaining

/ new markets where a commercial presence

'6.508 may be needed. Faor European businesses,
expansion abroad through foreign direct
investment can help European service pro-

2013 2014 2015 2016 2017 viders to reach more consumers, ultimately

—EU FDI Outward —EU EDI Inward creating new jobs and support competition
o0l iess oonkidiaiyo: within the EU and bringing new expertise
to the business.
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* 60% OF ALL FDI GOING FROM THE EU TO THE
REST OF THE WORLD COMES FROM SERVICES
SECTORS

* NEARLY 90% OF ALL FDI COMING TO THE EU

GOES TO SERVICES SECTORS


http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=bop_fdi6_pos&lang=en
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=bop_fdi6_pos&lang=en

GATS 4 modes of supply

Mode 1:

Direct cross-border services
(e.g. Shipping goods, e-commerce,3D printing)

Mode 2:

Consumption abroad
(e.g. Tourism, students to Universities, health patients)

Mode 3:

Cross-border capital flow
(e.g. FDI= Bank Subsidiary , Telecom Joint-Venture)

Importing Country
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Mode 4:

Cross-border movement of service-suppliers
(e.g. Engineer to Subsidiary; Lawyer to client)

68.80%



http://trade.ec.europa.eu/doclib/docs/2013/may/tradoc_151348.pdf

EU28 - Mode 1 Services Exports: EU28 - Mode 3 Services Exports:
sectoral breakdown, partner Extra-EU28 — 2013 - % sectoral breakdown, partner Extra-EU28- 2013 - %

1%
O Other Business Services B Transport @ Financial
Distribution Services Financial Services Other Business Services
B Telecom & IT @lntellectual Property EInsurance & Pension . . .

O Personal, Cultural& Recreational B Insurnance & Pension B Telecom & IT B Transportation

O Construction services OPersonal, Cultural& Recreational B Travel

O Maintenance & repair services M Intellectual services

"Other business services" generate nearly one third More than two thirds of the total value of
of EU mode 1 exports, followed bytransport services EU28 mode 3 services was generated by dis-
~yand financial services tribution, financial and business services
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http://trade.ec.europa.eu/doclib/docs/2013/may/tradoc_151348.pdf

32.6% of Total EU Exports are Services (Balance of Payment — BoP)

58.9% of Total EU Exports are Services (Trade in Value Added — TiVA)

EU Exports in BoP - 2017 EU Exports in TiVA - 2016

41.1%

67.4%

Goods =m Services Source: Eurostat bop its6 ded & [TiVA

Share of Services in Exports of Manufactured
Goods (in Value added) - 2016

m Services m Goods Source: [liVA Data basd
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http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=bop_its6_det&lang=en
https://stats.oecd.org/Index.aspx?DataSetCode=TIVA_2018_C1
https://stats.oecd.org/Index.aspx?DataSetCode=TIVA_2018_C1

Services are importantto manufacturing-%
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Mining Machinery Textile Food products  Transport Chemicals
equipment equipment

Distribution and repair ~ m Transportand Storage Finance Business Services  m Chemicals

EU Services Value Added across industries— 2016 - %
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EU exports to Canada he two partners alreabyc&Rbit 9 UsP# each of

In 2015, EU companies exported to Japan...

(oods (2016)
4

€35 billion
B ||

€18 billion
|

Services (2015)

€58 billion in goods

.o €28 billion in
services

The most advanced EU FTAs with market access provisions for trade in services
are with Canada & Japan

The EU Canada CETA agreement and EU-Japan EPA offer improved conditions for
services' suppliers, greater mobility for business personnel , and a framework to
enable the mutual recognition of professional qualifications, as well as elements of
greater legal certainty for exporting and investing, and some new business oppor-
tunities in various services sectors. ESF supports ambitious results in services in the
ongoing trade negotiations that the EU is currently negotiating at multilateral, plurit-
eral and bilateral levels
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Map of EU Bilateral Trade Agreements— April 2019
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SERVICESS TRADE AND
BARRIERS

Despite the economic justifications for services liberalisation, services suppliers continue
to be negatively impacted by discriminatory trade regimes in many countries. Barriers to
services trade include:

the % Closed sectoral market access.
Barriers to commercial establishment (including foreign ownership caps and joint
venture obligations).

—

Restrictions on types of commercial presence (branch / subsidiary) and number

and type of services that can be provided.

Discriminatory registration requirements and licensing procedures; lack of
transparency in domestic regulation

Economic needs tests and discriminatory treatment advantaging domestic
businesses over foreign companies.

Barriers to cross-border data flows (e.g. localisation requirements for data
processing and storage, and for computing facilities; requirement of transfer of
code source or algorithm)

Nationality and residency requirements.

Difficulties in moving high skilled personnel to subsidiaries or to clients
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'EXAMPLE OF, TRADE, BARRIERS TO USA
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(STRI= SERVICES TRADE RESTRICTIVENESS IN

I Restrictions on Foreign Entry
Restrictions to Movement of People
o STRI by sector, USA
i Other discriminatory measures
Barriers to competition
mmm Regulatory Transparency

—e—Minimum (in OECD) @” OECD I

® Average (of OECD countries)

BETTER POLICIES FOR BETTER LIVES
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Contact us to find out more
about ESF
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