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LIST OF INTERVIEWS

Below we provide alist of the organisations that were interviewed for this study in the EU
Member States (excluding those interviewed for the business service provider case

studies).

Austria

Ms Julia Stiefelmeyer
Joseph Freitag
Christian Forster
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Danish Employers’ Confederation DA
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Danske Ministry of Trade & Industry
Danske Ministry of Trade & Industry
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Danske Ministry of Trade & Industry
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Danske Institute of Certified & Public Accountants
Danske Management Council

Danske Association of Consulting Engineers
Danish Commerce and Companies Agency

Finland
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Mr Jean Paul Eybert

SYNTEC-Informatique

Mr Jean-Piere Nieres

SYNTEC-Informatique

Ms Sophie Galey-Leruste

Sous-Direction Europe, DGiTiP, Ministere de 'Economie, des
Finances et de 'Industrie.

Mr Laurent Catenos

Unite Union Europ., (DREE), Min. de I'Econ., des Finances et
I'Industrie.

e

Mr Jean-Pierre Le Pesteur

Sous-Directeur, Equipements, Machines et Services Industrig

DGITiP , Ministere de 'Economie, des Finances et de 'Industrig.

Is,

Mr Michel Ferrandery

Direction Equipements, Machines et Services Industriels, DGIT]
Ministere de I'Economie, des Finances et de I'lndustrie.

P 1

Mr Henri Breuil

Services des Technologies et de la Societe de I'Information(DG
Ministere de 'Economie, des Finances et de I'lndustrie.

TiP),

Mr Benoit Formery

Electronique Profes. et Informatique, Services des Technologie
la Societe de I'Info.(DGITiP), Min. de I'Economie, des Finances ¢
I'Industrie

5 et de
t de

Ms Lise Deguen

Chef du Bureau des Affaires Bilaterates Europeennes, DGITiP,
Ministere de I'Economie, des Finances et de I'Industrie.

Ms Marie-Noelle Berbille

Delegue Adjoint, Bureau de la Politique Industrielle et Concurre
DGIiTiP, Ministere de 'Economie, des Finances et de I'Industrie.

nce,

Mr Michel Lepareur

Conseiller, Reseau CTI (Centres Techniques de I'lnnovation)

Mr Nicolas Mordaunt-Crook

Responsable de Secteur, Association Francaise des Societes
Financieres

Mr Nanno Mulder

CEPII

Germany

Mr Wolfgang Arnold

Bundesministerium fur Wirtschaft und Technologie (BMWI)

Dr Silvia Dannenbring

Bundesministerium fur Wirtschaft und Technologie (BMWI)

Dr Astrid Klesse

Bundesministerium fur Wirtschaft und Technologie (BMWI)

Mr Berhard Welschke
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Mr Klaus Rollenhagen
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Mr Dr Reinhard Honert
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Mr Klaus-Martin Bauer
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Dr MonikaMuller
Dr Detlef Boehle
Ms Malaika Ahlers
Dr Christoph Manzer

Ireland
Mr Michael Greene
Mr Donal Denham

Ms Katherine Lucey

Mr Pat Delaney
Mr Declan Murphy
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Deutscher Industrie und Handelstag (DIHT)
Deutscher Industrie und Handelstag (DIHT)
Bundesverband der Freien Berufe (BFB)
Bundesarchitecktenkammer

Market Access Unit, Dept. Enterprise, Trade & Employment
Enterprise Competitiveness Division, Dept. Enterprise, Trade &
Employment

Irish Software Association, Irish Business & Employers Confed.
(IBEC)

Small Firms Association
National Software Directorate, Enterprise Ireland

Mr Enda McDonnell

National Standards Authority

Ms PatriciaMcLister
Mr. Seamus O’ Tighearnaigh

Enterprise Ireland
Irish Finance Houses Association Ltd.

Italy

Mr Marco Marafini

Confed. Generale dell’ Industria Italiana- CONFINDUSTRIA

Dttr. Ajello

OICI-Assoc. delle Org.di Ingegneria e di Consulenza Tec. Econ.

Mr Ugo Poli

| SPEL

Mr. Fabrizio MARAFINI

ASSILEA

Mr Antonello Lapalorcia

Ministero dell'Industria, del Commercio e dell’Artigianato
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Unioncamere
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Mr Soren Prahl
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Mr Marco Braeken

Ministry for Economic Affairs
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Ms Patricia Goncalves

Econ. & Information Directorate, Assoc. of Portuguese Industry (AIP)

Ms Teresa Moura

Ministry of Economy

Dr Jorge Castelo Branco

Ministry of Economy
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ICEX

Internal Market Division, Foreign Ministry
Ministry of Trade (EU Co-ordination)
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SWEDAC (Standardisation Board)
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Mr Tom Ekelund Finansbol agens Forening

Ms Charlotte Nyberg Federation of Swedish Industries (Industriforbundet)
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MsMarie Tornell Federation of Swedish Industries (Industriforbundet)
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LinaWirkala Ministry of Industry, Employment and Communications
Bengt Agild National Board of Trade (Kommerskollegium)
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Svensk Handel (Swedish Trade Federation)
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Svensk Handel (Swedish Trade Federation)

Robert Limmergard
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Agneta Andre
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Mr Robert J Dowding

DERA

Karen Clements

European Affairs Group, Confed.eration of British Industry

Mr Nicholas Bennett

ACE-Assoc. Of Consulting Engineers

Mr Bruce Petter

Management Consultancies Association (MCA)

Mr Will White

Management Consultancies Association (MCA)

Mr Jonathan Denison-Cross

Single Market Unit, Dept. Trade & Industry

European Associations

Jan Van der Putten

European Federation of Engineering Consultancy Association
(ECFA)

Henri Olivier

Federation Europeen des Experts Comptables (FEE)

Giovanni Caprioglio

European Association of Research & Technology Organisations
(EARTO)

Else Groen European Federation of Managment Consultancy Organisations
(FEACO)
Marc Baert European Association of Leasing Organisations (EUROLEASE)
Michael Volzow European Confederation of Organisationsfor Testing, Insepction,
Certification & Prevention(CEOC)
Danielle Overath European Car & Truck Rental Association (ECATRA)
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A total of 511 completed questionnaires were obtained from business service providers
and users. After eliminating invalid responses (one questionnaire was returned by an
organisation based in Norway and there were severa duplicates), this total was reduced to
508. An analysis of the sampleis provided below.

Overall

Table 2.1 provides an overall breakdown of the sample used for the analysis, comparing
this with the total number of business service providers and users that were contacted and
the target response rates.

Table 2.1: Sample Analysis — Overall

Providers Users Overall
No % No % No %
Number of companies contacted 3,377 53.3 2,950 46.7 6,327 100.0
Number of responses received 307 60.8 198 39.2 505 100.0
Response rates 9.1% 6.7% 7.9%

Source: CSES Analysis of survey data. Note: number of questionnaires mailed does not take into account
the second mailing when copies of the questionnaires were sent to 2,877 non-respondents to the first
mailing. A total of 9,204 questionnaires were mailed to 6,327 companies.

Despite three mailings and other efforts to encourage companies to make an input, the
overall response rate of 7.9% was dlightly below the rate that might be expected from a
postal survey (generally around 10%).! There are several possible explanations for this:

2

» The questionnaires were quite long — in the case of business service providers, it ran

to seven pages — and this may have deterred some companies from responding;

» The fact that the survey work was carried out during the summer months of 2000

means that the response rate will have been affected by holidays;

» Experience suggests that in some EU Member States it is particularly difficult to

achieve a good response rate from postal surveys of any type.

As can be seen from Table 2.1, a slightly higher response rate was obtained from
providers (9.1%) than users (6.7%). The explanation for this difference probably lies in

the fact that the survey was of more direct relevance to business service providers.

! These efforts included translating the questionnaires into the various national languages, addressing the

Commission’s covering letter to specific individuals in companies, enclosing a business reply envelope and

carrying out three mailings.
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Sectoral Characteristics

It was important to achieve a spread of the survey responses across provider and user
sectors. Table 2.2 analyses provider sectoral characteristics.

Table 2.2: Sample Analysis — Provider Sectoral Characteristics

Business Service Sectors No Responses %

IT Consultancy 69 22.5
Leasing and Renting 44 14.3
Personnel Recruitment 42 137
Accountancy and Audit 29 9.4
Tax Services 10 33
Contract R& D 38 12.4
Technical Testing 13 4.2
Engineering Related Consultancy 62 20.2
TOTAL 307 100.0

Source: CSES Analysis of survey data

A particularly good response was received from business service providers in the IT
Consultancy, Leasing & Renting, Personnel Recruitment, and Engineering-Related
Consultancy sectors. In the case of Tax Services and Contract R&D, identifying
appropriate companies to survey based on SICs (Standard Industrial Classifications) — the
system used by Dun & Bradstreet from whom the sampling frame was obtained — proved
difficult and this may help explain the lower response levels.

Table 2.3 provides a breakdown of the user sample by sector. The split between
manufacturing and services (36%/64%) broadly reflects the structure of European
economy as a whole.

Table 2.3: Sample Analysis — User Sectoral Characteristics

Industrial Sectors Sample

No %
Manufacturing 72 36.4
Distribution 6 3.0
Services 84 124
Energy and Utilities 4 2.0
Construction 9 45
Other 23 11.7
TOTAL 198 100.0

Source: CSES Analysis of survey data
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In Table 2.3, the category ‘Other’ includes a variety of activities such as educational
establishments and other public sector bodies that do not fall obviously into one of the
other categories. Beyond setting quotas for the six categories and EU Member States,
business service users were generated at random and no attempt was made to structure the
sample.

Firm Size — Employees and Turnover.

An effort was also made to ensure that there was a split between small and large firms
that broadly reflects the structure of the European economy as a whole in terms of the
distribution of employment. The Commission defines an SME as a firm employing less
than 250 people. On this basis, the sample structure with 65.7% of providers and users
classified as employing less than 250 people is very close to the reality. This is shown in
Table 2.4 while Table 2.5 provides a breakdown of the sample by turnover bands.

Table 2.4: Sample Analysis — Breakdown by Company Size

Size Bands Providers Users Total

No % No % No %
Lessthan 10 10 33 8 40 18 3.6
10to 50 42 13.7 23 11.6 65 12.9
50to 250 155 50.5 94 47.5 249 49.3
250 to 500 49 16.0 40 20.2 89 17.6
500 to 1,000 21 6.8 18 9.1 39 7.7
Over 1,000 30 9.8 14 7.1 44 8.7
Non responses 0 0.0 1 0.5 1 0.2
TOTAL 307 100.0 198 100.0 505 100.0

Source: CSES Analysis of survey data
Table 2.5: Sample Analysis — Breakdown by Turnover Band

Turnover Bands Providers Users Total

No % No % No %
Below €1m 20 6.5 9 4.5 29 5.7
Between €1 and €10m 114 37.1 60 30.3 174 344
Between €10 and €50m 98 31.9 73 36.9 171 33.9
Between €50 and €100m 26 85 19 9.6 45 8.9
Between €100 and €500m 27 8.8 14 7.1 41 8.1
Over €500m 19 6.2 17 8.6 36 7.2
Non responses 3 1.0 6 3.0 9 18
TOTAL 307 100.0 198 100.0 505 100.0

Source: CSES Analysis of survey data

Centre for 122
Strategy & Evaluation Services



Barriers to Trade in Business Services Appendix

SURVEY SAMPLE ANALY SIS ?

Firm Status and Age.

Although not one of the variables that was controlled, it was clearly desirable to capture a
mix of independent companies and subsidiaries in the provider and user samples. Table
2.6 shows that this was achieved with just over a third of the respondent being
subsidiaries and most of the remainder independent firms.

Table 2.6: Sample Analysis — Breakdown by Company Status

Firm Status Providers Users Total

No % No % No %
Subsidiaries 121 394 51 25.8 172 34.0
Independent 175 57.0 146 73.7 321 63.6
Non responses 11 3.6 1 0.5 12 24
Total 307 100.0 198 100.0 505 100.0

Source: CSES Analysis of survey data

Table 2.7 shows a breakdown of the sample by age, i.e. number of years companies have
been operating. Again, this variable was not controlled.

Table 2.7: Sample Analysis — Breakdown by Age of Companies

Age Bands Providers Users Total

No % No % No %
Lessthan 5 years 23 7.5 23 11.6 46 9.1
Between 5 and 10 years 32 10.4 14 7.1 46 9.1
Between 10 and 15 years 50 16.3 15 7.6 65 12.9
Between 15 and 20 years 35 11.4 19 9.6 54 10.7
Between 20 and 25 years 32 10.4 22 111 54 10.7
Over 25 years 125 40.7 95 47.9 220 43.6
Non responses 10 33 10 51 20 3.9
TOTAL 307 100.0 198 100.0 505 100.0

Source: CSES Analysis of survey data
Spread Across EU Member States

Table 2.8 on the next page provides a breakdown of the provider and user sample by EU
Member State. It was agreed with the Commission that the combined sample of business
service providers and users should broadly reflect the size of national economies in the
EU as measured in terms of the size of their workforces.
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Table 2.8: Sample Analysis — Breakdown by Country

Country Provider Sample User Sample Total

No % No % No %
Austria 6 2.0 2 1.0 8 16
Belgium 8 2.6 2 1.0 10 20
Denmark 10 33 3 15 13 2.6
Germany 40 13.0 54 27.3 94 18.6
Greece 4 13 15 7.6 19 3.8
Spain 59 19.2 11 5.6 70 139
Finland 2 0.7 6 3.0 8 16
France 35 114 26 131 61 12.1
Ireland 5 16 3 15 8 16
Italy 45 14.7 27 13.6 72 14.3
Luxembourg 1 0.3 1 0.5 2 04
Netherlands 6 2.0 8 4.0 14 2.8
Portugal 4 13 4 2.0 8 16
Sweden 26 8.5 5 25 31 6.1
United Kingdom 56 18.2 31 15.7 87 17.2
TOTAL 307 100.0 198 100.0 505 100.0

Source: CSES Analysis of survey data.

Particularly good overall response rates were obtained from Germany, Greece, Spain, and
Sweden although in these and some other countries, there was a considerable difference
between the response rates for providers and users.

Finally, Tables 2.9(a) and 2.9(b) on the next page provide an analysis of the provider and
user samples combining country and sector variables. In the case of business service
providers, it was agreed at the outset of the study that the survey work would focus on
certain sectors in certain countries and for this reason there is not an even spread of
responses.

Overadl, the conclusion to be drawn from the analysis of the sample is that there is a good
overall balance between providers and users, and in terms of company size and the
sectoral characteristics of business service users.

Centre for 124
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Table 2.9(a): Provider Sample Analysis — Breakdown by Sector and Country

Business Service Provider Sectors Total
IT Cons | Lab Rec | Leasing [Con R&D| Account | Tax |EngCons| Tech
A 1 0 4 1 0 0 0 0 6
B 0 2 1 0 1 0 3 1 8
D 3 5 12 8 3 2 7 0 40
DK 2 2 0 1 0 0 4 1 10
E 16 2 5 12 1 0 20 3 59
F 9 6 9 0 8 1 2 0 35
FIN 0 0 0 0 1 0 0 1 2
GR 0 0 1 1 0 0 2 0 4
| 22 3 1 2 4 7 6 0 45
IRL 3 0 0 1 0 0 0 1 5
L 0 0 1 0 0 0 0 0 1
NL 0 4 2 0 0 0 0 0 6
P 2 0 0 0 2 0 0 0 4
SW 3 0 4 4 1 0 10 4 26
UK 8 18 4 8 8 0 8 2 56
TOTAL 69 42 44 38 29 10 62 13 307
Table 2.9(b): User Sample Analysis — Breakdown by Sector and Country
Business Service User Sectors Total
Manufacture| Distribution | Services Energy | Construction Other

A 0 0 2 0 0 0 2
B 0 0 2 0 0 0 2
D 13 1 33 0 2 5 54
DK 0 0 2 0 0 1 3
E 3 1 5 1 1 0 11
F 16 1 5 0 1 3 26
FIN 3 0 1 1 1 0 6
GR 0 4 0 0 2 15
| 13 2 8 0 1 3 27
IRL 3 0 0 0 0 0 3
L 1 0 0 0 0 0 1
NL 3 1 4 0 0 0 8
P 1 0 2 0 0 1 4
SW 1 0 2 1 0 1 5
UK 7 0 13 1 3 7 31
TOTAL 73 6 84 4 9 23 198

Source: CSES Analysis of survey data.

Inevitably, there are some inconsistencies in the data. For example, although some

companies stated that were not involved in cross-border trade, they neverthel ess answered

Centre for
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sections of the survey questionnaires relating to barriers. Likewise, 12 of the 186
providers who stated that they had exported business services in the past or were doing so
now did not identify the type of method(s) used to deliver services. Checks back to the
original questionnaires indicate, however, that these and other inconsistencies lie in the
information provided by companies rather than failings with regard to the transfer of
information to the databases. To overcome this problem, we have where possible applied
additional filtersin analysing the survey responses.

Centre for 126
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11

1.2

13

1.4

15

1.6

1.7

2.1

PART 1: COMPANY DETAILS

We start by asking for some basic information on your company. This information will remain confidential.

What is the name of your company?

Please name the principal country where your company is based (abbreviation) Exs
Is the company a subsidiary of another organisation? Yes No ,4
How long has your company been operating? Years \:Ixs—m

How many people does your company employ?

Less than 10 people Between 10 and 50 Between 50 and 250 17
From 250 and 500 From 500 and 1000 More than 1000 people \:I

What was your company'’s turnover for the last financial year? Please express the turnover in euros (see the
footnote for approximate national equivalents):

Below EUR 1m 1 EUR 1m to 10m EUR 10m to 50m -
EUR 50m to 100m EUR 100m to 500m More than EUR 500m [ 4

What is the main business service your company provides? Please tick one box only:

Accountancy or Audit

Information Technology Consultancy
Labour Recruitment Tax Services

Leasing and Renting of Equipment Engineering Related Consultancy

Juud

ContractR & D Technical Testing

UL

Please note: the rest of this questionnaire relates only to your main business service.

PART 2: COMPETITIVE SITUATION IN YOUR MARKET

How competitive are your domestic and export markets? Please answer the following questions about your
markets and the types of competitors:

How would you describe competition in your domestic market? Please tick the appropriate box:

(1) Not very competitive - one or two firms dominate the market

(2) Quite competitive - there is fair competition but not very intense

(3) Very competitive - many firms have entered/may enter the market

Note: approximate conversion rates for the euro are:

EUR im 10m 50m 100m 500m

= GBP 0.6m 6m 30m 60m 300m

= |EP 0.8m 8m 40m 80m 400m
Centre for

Strategy & Evaluation Services
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2.2

2.3

2.4

2.5

3.1

W hat type of competitors does your company face in its domestic market? Please tick the appropriate box:

(1) Most or all competitors are domestic

(2) The market is open with both domestic and firms from other EU countries competing
(3) The market is open with both domestic and non EU country firms competing
(4) The market is open with domestic, European and non EU country firms competing

(5) Most competitors or the most important are European

(6) Most competitors or the most important are non-European

If you deliver services to other EU markets, please indicate how competitive your main markets in other EU

countries are compared with your home market:

Less Similar More

Don’'t know/not relevant

2425

UL

If you deliver services to other EU markets, please indicate how prices in your home market for the type of
service you provide differ from typical prices for the same type of services in your main market(s)
elsewhere in the EU. Please consider the prices before value added tax:

10t020%[ ] over20% [ ].
Prices are generaily lower in home market: 10 to 20%- Over 20%

No difference I:[ Don’'t know/not relevant

What has the impact of the Single European Market been on competitive conditions? Please tick the
appropriate boxes for (a) your home market and (b) your export market (if appropriate):

Prices are generally higher in home market: Up to 10%

Up to 10%

Export

27
ZE
2|

(1) Many firms have entered the market from other EU countries

1
-
1

2

-

Price competition has become more intense

(3) We have expanded our range of services

zg
:m

2
2
2
2

(4) We have improved the quality of our services

(5) We have been able to reduce our costs by buying inputs at a lower price

(6) We have been able to reduce our costs by increasing sales

32
-33
-:N

(7) We have had to modify our structures to adapt to new competitive conditions

(8

-~

The Single European Market has had no significant impact on competition

PART 3: BUSINESS SERVICES IN OTHER COUNTRIES

In Part 3 of the questionnaire we ask you to provide information on your business in other EU countries and
how you deliver services to clients in these markets - directly or by sending a team from your home base, or
via a subsidiary or local agent in other EU markets.

To what extent is your company involved in exporting business services to clients in other EU countries?
Please tick the box that best describes your company’s activities:

- We have never tried to sell services to clients in other EU countries
- We considered selling services in other EU countries but after investigation did not go ahead

- We have sold services to clients in other EU countries in the past but do not do so now

- We have sold services to clients in other EU countries in the past and continue to do so now

If you are not currently exporting business services to another EU country, please go to Section 4.

Centre for
Strategy & Evaluation Services
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3.2

4.1

At the moment, which method(s) does your company use to deliver services to other EU countries:
- Delivers services directly from your home country (A)

- Delivers services locally by sending a team from your home country (B)

- Delivers services through a subsidiary, sister company or local agent (C)

Please identify the three EU countries where your company has the most or most important clients,
indicatina in each case how services are delivered using the above code:

A B C A
Austria | | | 2| | 3|3m Ireland
Belgium/Luxem bourg| | | 2| | 3|39—41 Italy
Denmark | ,| | 2| | 3|w Netherlands
Finland | | | | | | 7 Portugal
France | ,| | 2| | :lm s Spain
Germany | | | 2| | 3|51—ss Sweden

Greece | | | 2| | 3|54—5c UK

What was the value of sales in the past year by your company (including sales by subsidiaries or local
intermediaries) to clients in other EU countries as a percentage of the company’s overall turnover?

Between 1 to 10% 10 to 25% 25 and 50% over50% [ -
Don’'t know |:|

PART 4: BARRIERS TO TRADE IN BUSINESS SERVICES

In this section we ask you to identify barriers to either carrying out normal business or expanding your
business in other EU countries. We have classified the actual/potential barriers as follows:

- Barriers to selling services from your home base (section 4.1)

- Barriers to setting up a local operation in another EU country (section 4.2)

- Barriers of a 'horizontal’ i.e. market or socio-cultural nature (section 4.3)

- Any other barriers (section 4.4)

What sort of barriers does your company face in delivering services directly from the home base or by
using a team sent from there? Please rank each of the following factors on a scale where 1 = Very Important
and 3 = Not Important (leave the box(es) empty if not relevant).

(1) Requirement to obtain local registration with a professional body

(2) Requirement to have a specific legal form

(3) Requirement to meet specific financial criteria

(4) Not possible to supply services without being represented by a local agent

(5) Lack of mutual recognition of national professional qualifications

(6) Requirement to meet restrictive local labour employment regulations

(7) Requirement to have a local presence in order to provide after-care services

(8) Difficulty in supplying services because of distance-related costs

(9) Discriminatory tax on services delivered across borders

JUuOooDD

Don't know/Question 4.1 not applicable
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4.2

4.3

How important are barriers to setting up a local operation to deliver services in other EU countries?
Please rank each of the following factors on a scale where 1 = Very Important and 3 = Not Important (leave
the box(es) empty if not relevant).

(1) Inability to practice locally unless a licence is obtained from a professional body

(2) More stringent regulations on the minimum capital requirements for local operations

(3) Stringent regulations on branch operations as distinct from setting up a local company

(4) Excessive costs relating to setting up a company in the country

(5) Stringent administrative/legal regulations on setting up a partnership in the country

(6) Lack of mutual recognition of national professional qualifications

(7) Requirement to meet restrictive local labour employment regulations

(8) Restricted access to finance for foreign-owned firms

(9) Inadequate infrastructures (telecoms, transport, etc) to support a local operation

(10) Lack of necessary skills and/or costly training of workers

JUbubnboo

Don’t know/Question 4.2 not applicable

How important are market-related and cultural barriers to selling business services in other EU countries?
Please rank the following factors on a scale where 1 = Very Important and 3 = Not important (leave the
box(es) empty if not relevant).

In ranking the importance of these barriers, please distinguish between (A) delivering services directly from

your home base or sending a team from there, and (B) setting up a local operation in another EU country.

Socio-Cultural Factors:

(1) Differences in local traditions make it difficult to sell appropriate services

(2) Differences in commercial practices, e.g. need to pay commission to local agents

(3) Need to work in local language makes it difficult to do business

(4) Planning and zoning restrictions making it difficult to enter established market

Market Related Factors:

(5) Requirement to have a local track record to compete with local suppliers

(6) Subsidised local providers put non-national providers at a disadvantage

(7) Unacceptable delays in payment e.g. because of regulations, banking practices

(8) Complexity of dealing with foreign legal systems and contracting procedures

(9) Restrictions on cross-border marketing and the use of international brand names

(10) Inadequate protection of intellectual property rights

Administrative Barriers

(11) Absence of transparency, inconsistencies and/or confusion in regulations

JoUL Uou Uootol toods

(12) Absence of transparency, inconsistencies and/or confusion in their implementation

(13) Imposition of national standards, testing and certification rules

Barriers to Procurement (including Public Procurement)

(14) Difficulty in obtaining information on tendering opportunities/restrictive procedures

(15) Exemption clauses in public procurement procedures

JUU Uol ooouoy DuoUp

(16) High administrative costs of bidding

Don’t know/Question 4.3 not applicable
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4.4

4.5

4.6

4.7

4.8

4.9

51

5.2

Please use the space below to describe any other barriers to selling your services abroad including any
barriers specific to your type of business services:

e el 6567

Which countries, in your opinion, present the most severe barriers to trade in services? Please rank the
extent of these difficulties for each country where 1 = severe barriers and 3 = few barriers:

Austria Germany Netherlands
Belgium Greece Portugal
Denmark Ireland Spain
Finland Italy Sweden
France Luxembourg UK

Will the development of e-commerce help to reduce barriers in the EU to trade in services?

Don't know ,3

Yes No

=

Will the introduction of the euro help to reduce barriers in the EU to trade in services?

Yes

No

Don't know ,4

new barriers to trade in services developing and adding to/replacing old ones?

Don't know ,5

Overall, do you think barriers in the EU to trade in services have been increasing or decreasing over the
past 5 to 10 years?

In your view, ar

[¢]

Yes No

Decreasing

No change

Increasing

PART 5: COST OF BARRIERS TO TRADE IN SERVICES

In the final section of this questionnaire, we ask you to provide information that will help us to estimate the
cost to the business services sector of remaining barriers to trade in the EU, and the degree of competition
in the market.

If all barriers to trade in business services were removed, what would be the impact on competition in your
home market?
Increase No Change Decrease

-
-

Don't know

(a) Number of competitors

(b) Competition on the basis of price

(c) Competition on the basis of quality

(d) Competition on the range of services offered

Juuud

If all barriers to trade in business services were removed, what would be the impact on competition in your
export market(s)?
Increase No Change Decrease

(a) Number of competitors [ ]
1
[

Don't know

(b) Competition on the basis of price

(c) Competition on the basis of quality

(d) Competition on the range of services offered

JOU
I
JUUDL
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5.3

5.4

55

5.6

5.7

5.8

5.9

W hat would be the overall effect of removing barriers on your company's sales?

Substantial Modest No Some
Increase Increase Effect Decrease

(a) In your home market

(b) In your export market

JUL

Don't know

What other effects might the removal of remaining barriers to trade in services have on your company?
Please rank each of the following possibilities on a scale of 1=Very likely to 3=Not likely.

(1) Internal restructuring to make the firm more competitive

(2) Networking/combining with similar firms from home base to improve competitiveness

(3) Linking up with other local firms providing different services to improve competitiveness

(4) Cross-border links with service providers from other EU countries to improve competitiveness

(5) Investmentin developing new services, markets, and/or delivery methods

(6) More emphasis on technology in services and the way they are delivered to clients

(7) Improved service quality and more innovation

JUboOU

The next questions relate to the costs of starting business in other EU countries.

How significant are set up costs in making it more difficult to sell your services in new markets in other EU
countries? Please think of entry costs that might be associated with barriers to trade which could be
removed.

Not significant Significant Very significant

Don't know

U

If appropriate, please provide a rough estimate of these entry costs as a proportion of the sales you might

expectin a new EU market in the first year. Please show these entry costs as a number of months sales.

Don’'t know 0 or 1 month

3 to 6 months

2 or 3 months

-

If all regulatory barriers to entering new EU markets were removed, would you try to sell more services in
other EU countries?

Yes No Don’t know m

If the answer is yes, what effect would this have on the level of your company’s sales in other EU countries?
Please provide a rough estimate of the percentage increase in sales you would expect over this year’s
trading volumes by ticking the appropriate box:

Up to 10% more 10% to 20% more More than 20% u
Don’t know

Over 6 months

The next questions relate to the costs of continuing business in other EU countries.

If all barriers to trade in services were removed, what effect would this have on continuing operating costs
associated with selling services in other EU countries? Please tick the appropriate box:

No change Decrease by up to 5% Decrease by 5% to 10% u
Don’t know Decrease by 10% to 20% Decrease by over 20% |:I

W ould there be any additional costs your company might incur in selling services to other EU countries?

Yes No Don’t know “

If yes, please use the space at the end of this questionnaire to provide details. s
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5.10

If all barriers to trade in services were removed, what effect would this have on the prices your company
charges for your services in other EU countries? Please tick the appropriate box:

No change Decrease by up to 10% Decrease by over 10% 5]
Don't know :I

Thank you for answering this questionnaire. Please sign the questionnaire below and indicate whether you
would be willing to be contacted by CSES to make a further input to the research.

SIGNALUIE e 2000|5m
POSItION w05
I would be willing to be contacted by CSES to make a further input to the research Yes :sa

If yes, please provide your contact details:
Tel: Fax: ..cooocevviiiiiiieve E-mails s

Please use the space below for any additional comments:

Centre for
Strategy & Evaluation Services
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1.1

1.2

1.3

1.4

15

1.6

1.7

2.1

PART 1: COMPANY DETAILS

We start by asking for some basic information on your company. This information will remain confidential.

What is the name Of YOUIr COMPANY? ..ot it it it i oot et e e et e e et e e eee b ret cet e s een e e cen e e aee e
Please name the principal country where your company is based (abbreviation) 13
Is the company a subsidiary of another organisation? Yes No

What is your company's main business activity? Please tick the appropriate box and briefly describe the
activities:

Manufacturing Services Construction
Distribution Energy & Utilities Other
How long has your company been operating? Years

How many people does your company employ?

Less than 10 From 10 to 50 From 50 to 250
From 250 to 500 From 500 to 1000 I:l More than 1000

W hat was your company's turnover for the last financial year? Please express the turnover in euros (see the
footnote for approximate national equivalents):

Below EUR 1m EUR 1m to 10m EUR 10m to 50m -
[

EUR 50m to 100m EUR 100m to 500m ] More than EUR 500m

PART 2: PURCHASE OF BUSINESS SERVICES FROM OTHER COUNTRIES

Part 2 of the questionnaire examines where your company purchases business services from and the
factors determining the use of suppliers from other EU countries.

Please indicate the main criteria you use in selecting business service providers. Please rank each of the
following factors from 1=Very Important to 3=Not important.
Ranking

(a) Quality of service being offered

(b) Expertise of the provider

(c) Local presence of the provider

(d) Confidence in the ability of the provider
(e) Provider abides by a technical/quality standard
(f) Price

N

Note: approximate conversion rates for the euro are:

EUR im 10m 50m 100m 500m
= GBP 0.6m 6m 30m 60m 300m
= IEP 0.8m 8m 40m 80m 400m
Centre for 134
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2.2

2.3

2.4

In the past 12 months, have any of the following types of services been bought by your company from
sources in (A) your own country, and (B) another EU country? Please tick the appropriate boxes:

Business Services:

(1) Information Technology Consulting

B

8
8

(2) Labour Recruitment

(3) Leasing and Renting of Equipment

3

(4) Tax Services

(5) Accountancy and Audit

8
=

(6) Contract R & D

g
=

EY

(7) Technical Testing

8

Lo UuLy
JUODD IO

(8) Engineering Related Consultancy

&

If you have not purchased services from another EU country, please go to Question 3.1.

If you have purchased services from another EU country, where were the providers based? Please tick the
main source countries:

Austria |:[ Germany |:[ Netherlands \:[55
Belgium |:| * Greece |:|1 Portugal Ess
Denmark |:| N Ireland |:|52 Spain Ew
Finland |:| “ Italy |:| Sweden \:Isa
France |:| * Luxembourg |:|A UK Em

What was the approximate proportion that purchases from sources in other EU countries accounted for in
the past 12 months as a % of all the company’s business services purchases?

Nil Less than 5% 5% to 10%

20% to 40% Over 40%

10% to 20%

UL

Don’t know

How do the services bought from domestic business providers compare with those available from suppliers
based in other EU countries in terms of availability, price and quality? Please tick the relevant boxes using
the followina kev for different business services:

(1) Information Technology Consulting (5) Accountancy and Audit

(2) Labour Recruitment (6) Contract R & D

(3) Leasing and renting of equipment (7) Technical Testing

(4) Taxation services (8) Engineering Related Consultancy

Types of Business Services (see key)

£

Domestic suppliers have: | 1 | 2 | 3 | 4 | 5 | 6 | 7 | 8 |
- A wider range of services available | 1 ml 1 22| 25| 2E| 31| ;4|
- Generally cheaper business services | 1 n| 2o| zal 25| zgl 32| 35|
- Generally higher quality business services | 15| 13| a| 24| 27| m| 33| ;5|
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2.5

2.6

3.1

3.2

3.3

Apart from availability, price and quality are there any other factors that explain the difficulties your company
may have in buying business services from other EU countries? Please tick the appropriate box(es) using
the following key for different business services:

(1) Information Technology Consulting (5) Accountancy and Audit

(2) Labour Recruitment (6) Contract R & D

(3) Leasing and renting of equipment (7) Technical Testing

(4) Taxation services (8) Engineering Related Consultancy

Types of Business Services (see key)

Other Factors: [1] 2]3]a]s]e] 7 ]s]

Language complications

a3

Different commercial practices and traditions

Planning and zoning restrictions on foreign suppliers

Difficulty identifying suitable foreign suppliers

Difficulty getting information on track record of foreign suppliers

Need for close interaction with suppliers

Uncertainty about after-care services from abroad

Uncertainty about legal contracts with foreign suppliers

Procedures for cross-border payments are more complex

Use of domestic suppliers encouraged by national incentives

Ca

Tax on foreign suppliers makes them more expensive

3747 48-58 59-69 1323 2034 3545 4656 57-67

Please use the space below to describe any other barriers to purchasing services from abroad:

ceee. 6873

PART 3: COST OF BARRIERS TO TRADE IN BUSINESS SERVICES

In the final section of this questionnaire, we ask you to provide information that will enable us to estimate the
cost of barriers to trade in services.

Please indicate how prices in your home market for the type of services you purchase differ from typical
prices for the same type of services from other EU countries:
No difference |:[

Prices are generally higher in home market Up to 10% 10 to 20%|:[ Over 20% “

Prices are generally lower in home market Up to 10% 10to 20%|:[ Over 20% I:[
Don't know

If barriers to trade in business services were removed, would your company increase its use of business
service providers from other EU countries?

Yes No Don'tknow [ Js

If the answer is yes, please provide a rough estimate of the percentage increase in purchases you would
expect to make from suppliers abroad compared with last year's figure for purchases of services from all
sources:

Up to 10% 10 to 20% over20% [«

Don't know/not relevant |:|
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3.4

3.5

3.6

3.7

3.8

3.9

Do you think your company's performance would be improved if greater cross-border competition in
business services were to prevail in the EU?

No effect Some effect Major effect i

Don't know/not relevant |:|

If you think that there would be some effect, what would the benefits to your company be?

Yes No Don’t know

(1) We would be able to reduce the cost of projects

(2) We would be able to improve the way the company is managed

(3) We would be able to increase the level of R&D activity

(4) We would be able to recruit additional personnel more easily
(5) We would be able to help subsidiaries abroad more efficiently

(6) We would be able to increase productivity

(7) We would be able to increase the level of exports

Please use the space below to describe any other benefits:

Is the development of e-commerce likely to result in your company increasing its purchase of business
services from other EU countries?

Yes - No Don't know 3,

Is the introduction of the euro likely to lead to your company increasing its purchase of business services
from other EU countries?

Yes No Don't know -

In your view, are new barriers to trade in services developing and adding to/replacing old ones?

Yes No Don't know 33

Overall, do you think barriers in the EU to trade in business services have been increasing or decreasing
over the past5to 10 years?

Decreasing No change Increasing u

Thank you for answering this questionnaire. Please sign the questionnaire below and indicate whether you
would be willing to be contacted by CSES to make a further input to the research.

Signature 2000|

Position
I would be willing to be contacted by CSES to make a further input to the research Yes |:|

If yes, please provide your contact details:
Tel Fax: ......ccoveeveive .. E-mail

Please use the space below for any additional comments:

Centre for
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Overview

This appendix provides an anaysis of the survey feedback relating to structural
characteristics of the internal market for business services. The analysis is structured as
follows:

e Section 4.1 — examines the extent and nature of competition in domestic business
service markets and draws out comparisons with export markets;

e Section 4.2 — investigates market dynamics including the factors influencing the
decision by companies to purchase business services from domestic/non-domestic
sources and the extent to which they purchase from abroad;

» Section 4.3 — analyses survey feedback on the level of cross-border trade in business
services, the types of delivery methods used, and factors influencing export activity.

Each sub-section provides an analysis of the survey responses at an aggregate level and
then examines the extent to which the findings are influenced by key variables — sector,
firm size and country. The analysis contained in this section is based on the responses
given by 307 providers and 198 users who participated in the research. However, as
explained in the text, the denominators used vary according to the argument being
developed.

4.1 Competitiveness of Business Service Markets

We begin by examining the survey feedback on the competitiveness of domestic markets.
In the provider survey, a number of questions were asked concerning the competitiveness
of business services markets distinguishing between domestic and export spheres. As
Table 4.1 shows, domestic markets are generally perceived as being very competitive:

Table 4.1: Competitiveness of Domestic Markets — Overall

Provider Views No. %

1. Not very competitive — one or two firms dominate the market 21 6.8

2. Quite competitive — there is fair competition but not very intense 73 23.8

3. Very competitive — many firms have entered/may enter the market 210 68.4

Non responses 3 1.0

TOTAL 307 100.0
Source: CSES Analysis of survey data.
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Over two-thirds (68.4%) of the surveyed business service providers stated that they
considered their domestic markets to be ‘very competitive’ with many firms providing the
same sorts of business services as themselves.

It is clearly of interest to examine views on the competitiveness of domestic markets from
the perspective of different EU Member States. Table 4.2 provides an analysis of the
survey feedback.

Table 4.2: Competitiveness of Domestic Markets — By Country

Country Very Quite Not Non Total

Competitive Competitive Competitive Responses

No % No % No % No % No %
Austria 3 50.0 3 50.0 0 0.0 0 0.0 6 100.0
Belgium 5 62.5 2 25.0 1 12.5 0 0.0 8 100.0
Germany 32 80.0 5 125 2 5.0 1 25 40 100.0
Denmark 4 40.0 5 50.0 1 10.0 0 0.0 10 100.0
Spain 38 64.4 19 32.2 2 34 0 0.0 59 100.0
Finland 1 50.0 1 50.0 0 0.0 0 0.0 2 100.0
France 20 57.1 10 28.6 5 14.3 0 0.0 35 100.0
Greece 4 100.0 0 0.0 0 0.0 0 0.0 4 100.0
Ireland 2 40.0 2 40.0 1 20.0 0 0.0 5 100.0
Italy 34 75.6 7 15.6 3 6.7 1 2.2 45 100.0
L uxembourg 1 100.0 0 0.0 0 0.0 0 0.0 1 100.0
Netherlands 5 83.3 1 16.7 0 0.0 0 0.0 6 100.0
Portugal 3 75.0 1 25.0 0 0.0 0 0.0 4 100.0
Sweden 16 61.5 6 23.1 4 154 0 0.0 26 100.0
UK 42 75.0 11 19.6 2 3.6 1 18 56 100.0
TOTAL 210 68.4 73 23.8 21 6.8 3 10 307 100.0

Source: CSES Analysis of survey data.

Although again not clear-cut, Table 4.3 suggests — as might be expected - that larger
business service providers tend to regard their domestic markets as more competitive than
smaller providers.
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Table 4.3: Competitiveness of Domestic Markets — By Firm Size

Size Bands Very Quite Not Non Total
Competitive Competitive Competitive Responses

Employees No % No % No % No % No %
Below 10 6 60.0 4 40.0 0 0.0 0 0.0 10 100.0
10to 50 24 57.1 15 35.7 2 4.8 1 24 42 100.0
50 to 250 106 68.4 36 23.2 12 1.7 1 0.6 155 100.0
250 to 500 35 714 7 14.3 6 12.2 1 2.0 49 100.0
500 to 1000 14 66.7 7 333 0 0.0 0 0.0 21 100.0
Over 1000 25 83.3 4 13.3 1 33 0 0.0 30 100.0
TOTAL 210 68.4 73 23.8 21 6.8 3 10 307 100.0

Source: CSES Analysis of survey data.

Itisalso clearly of interest to analyse the survey responses to this question from a sectoral
perspective. Table 4.4 presents a breakdown of the responses concerning the
competitiveness of domestic markets by different types of business service providers.
Again, there are considerable variations in the survey responses.

Table 4.4: Competitiveness of Domestic Markets — By Sector

Country Very Quite Not Non Total

Competitive | Competitive | Competitive Responses

No % No % No % No % No %
IT Consultancy 52 754 | 13 18.8 2 29| 2 2.9 69 100.0
Personnel Recruitment | 32 76.2 8 19.0 2 48| O 0.0 42 100.0
Leasing & Renting 34 77.3 7 15.9 3 68| O 0.0 44 100.0
Contract R& D 16 421 | 15 395 6 158 1 2.6 38 100.0
Technical Testing 4 30.8 8 61.5 1 77| O 0.0 13 100.0
Accountancy & Audit 18 62.1 8 27.6 3 103| O 0.0 29 100.0
Tax Services 9 90.0 1 10.0 0 00| O 0.0 10 100.0
Engineering Related 45 726 | 13 21.0 4 65| 0 0.0 62 100.0
TOTAL 210 684 | 73 238 21 68| 3 10 307 100.0

Source: CSES Analysis of survey data.

The analysis shown in Table 4.4 suggests that whereas domestic markets for IT
Consultancy, Personnel Recruitment, Leasing and Renting, and Engineering Related
Consultancy are all regarded as ‘very competitive’, this is less so with the other sectors
covered by the study. A caution does, however, need to be added that in several cases
(Technical Testing, Tax Services) the sample is not big enough to arrive at definitive
conclusions.
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Types of Competition in Domestic Markets

The survey aso asked providers to describe the nature of the competition they faced in
their domestic markets. Table 4.5 provides an overall analysis of the survey responses.

Table 4.5: Type of Competition in Domestic Markets - Overall

Response %
No

(1) Most or al competitors are domestic 143 | 46.6
(2) The market is open with both domestic and firms from other EU countries competing 57 | 186
(3) The market is open with both domestic and non-EU country firms competing 9 2.9
(4) The market is open with domestic, EU and non-EU firms competing 78 | 254
(5) Most or the most important competitors are European 11 3.6
(6) Most or the most important competitors are non-European 4 13
Non responses 5 16
TOTAL 307 | 100.0

Source: CSES Analysis of survey data.

As can be seen, amost half (46.6%) the business service providers surveyed responded by
saying that most or all of their competitors are domestic although a high proportion of
firms (25.4%) indicated that competitors also came from EU and non-EU sources.

Table 4.6 on the next page breaks down the same data by country where business service
providers are based. The analysisis limited to the three situations accounting for the bulk
(278 or 90.6%) of the responses (see Table 4.5 — Rows 1, 2 and 4).
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Table 4.6: Type of Competition in Domestic Markets — By Country

Country Most or all Domestic and |Domestic, EU and| Other/Non Total

competitors other EU firms non-EU firms Responses

are domestic competing competing

No % No % No % No % No %
Austria 1 16.7 3 50.0 2 333 0 0.0 6 100.0
Belgium 4 50.0 2 25.0 2 25.0 0 0.0 8 100.0
Germany 19 47.5 9 225 5 125 7 17.5 40 100.0
Denmark 7 70.0 1 10.0 1 10.0 1 10.0 10 100.0
Spain 21 35.6 13 22.0 19 32.2 6 10.2 59 100.0
Finland 1 50.0 0 0.0 0 0.0 1 50.0 2 100.0
France 20 57.1 5 14.3 9 25.7 1 29 35 100.0
Greece 2 50.0 0 0.0 2 50.0 0 0.0 4 100.0
Ireland 0 0.0 2 40.0 3 60.0 0 0.0 5 100.0
Italy 20 44.4 10 22.2 10 22.2 5 111 45 100.0
L uxembourg 0 0.0 0 0.0 1 100.0 0 0.0 1 100.0
Netherlands 3 50.0 1 16.7 2 333 0 0.0 6 100.0
Portugal 1 25.0 1 25.0 2 50.0 0 0.0 4 100.0
Sweden 12 46.2 6 23.1 6 23.1 2 1.7 26 100.0
UK 32 57.1 4 7.1 14 25.0 6 10.7 56 100.0
TOTAL 143 46.6 57 18.6 78 254 29 9.4 307 100.0

Source: CSES Analysis of survey data.

It is difficult to detect any clear patterns in Table 4.6. Thus, EU Member States where
competition in domestic markets comes primarily from other domestic firms include a
mix of small/large countries, countries with relatively well-developed/less developed
business services sectors, and countries that are relatively significant/less significant
export markets. Certainly (and as might be expected), several countries - Ireland and

A

Luxembourg in particular — stand out as having heavily internationalised domestic
markets. Conversely, in Denmark, France and the UK, competition in domestic markets
would appear to come primarily from domestic sources. Given the relatively small
numbers we have not weighted the survey results to reflect the importance of different
export markets. A larger sample would have made this possible and might have pointed
to clearer patterns.

Table 4.7 analyses the data on domestic competition from a sectoral perspective. The
analysis is limited to the three situations accounting for the bulk (278 or 90.6%) of the

responses (see Table 4.5 - Rows 1, 2 and 4).
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Table 4.7: Type of Competition in Domestic Markets — By Sector

Country Most or all | Domestic and |Domestic, EU and| Other/Non Total

competitors |other EU firms | non-EU firms Responses

are domestic competing competing

No % No % No % | No % No %
IT Consultancy 20 200 | 10 145 32 64| 7 10.1 69 100.0
Personnel Recruitment 25 59.5 5 11.9 11 262 1 24 42 100.0
Leasing & Renting 16 36.4 8 18.2 14 318| 6 13.6 44 100.0
Contract R& D 13 342 | 12 316 6 158 7 184 38 100.0
Technical Testing 4 30.8 4 30.8 2 154| 3 23.0 13 100.0
Accountancy & Audit 20 69.0 3 10.3 2 69| 4 13.8 29 100.0
Tax Services 8 80.0 1 10.0 1 100 O 0.0 10 100.0
Engineering Related 37 50.7 | 14 22.6 10 161 1 16 62 100.0
TOTAL 143 46.6 | 57 186| 78 2541 29 9.4 | 307 100.0

Source: CSES Analysis of survey data.

The above analysis highlights quite pronounced differences between the business service
sectors to the question of domestic market competitiveness. Thus, whereas in the case of
the IT Consultancy, amost half the firms (46.4%) stated that their markets were open
with providers from domestic, EU and non-EU sources competing with each other, the
extent of international competition is far less pronounced with the other sectors. The
extent of international competition appears to be less in the Accountancy and Audit, and
Tax Services, fields.

Table 4.8: Type of Competition in Domestic Markets — Firm Size

Size Bands Most or all Domestic and |Domestic, EU and| Other/Non Total
competitors other EU firms non-EU firms Responses
are domestic competing competing
Employees No % No % No % No % No %
Below 10 3 30.0 2 20.0 4 40.0 1 10.0 10 100.0
10to 50 21 50.0 11 26.2 6 14.3 4 9.5 42 100.0
50 to 250 80 51.6 29 18.7 32 20.6 14 9.0 155 100.0
250 to 500 22 44.9 6 12.2 14 28.6 7 14.3 49 100.0
500 to 1000 8 38.1 3 14.3 8 38.1 2 9.5 21 100.0
Over 1000 9 30.0 6 20.0 14 46.7 1 3.3 30 100.0
TOTAL 143 46.6 57 186 | 78 2541 29 9.4 | 307 100.0
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Source: CSES Analysis of survey data.

With the exception of the very smallest firms (where the relatively small size of the
sample may lead to unreliable results), there is a clear trend: the smaller the business
service provider, the more likely it is that competition in domestic markets will come
primarily from other local firms. Conversely, larger providers tend to compete more with
rivals from other EU Member States or from outside the EU in their domestic markets.
These patterns are not surprising.

Competitiveness of Domestic Markets Compared With Export Markets

Business service providers were also asked to compare the competitiveness of their
domestic markets with markets in other EU Member States. A high proportion of firms
(42.3%) stated that they were not in a position to judge (in most cases this was because
the firms were not exporting services). However, as Table 4.9 shows, amongst the
remaining replies the overwhelming view was that export markets are either similar or
more competitive.

Table 4.9:Competitiveness of Domestic/Other EU Markets — Overall

Export Markets are: No. %
Less competitive 29 9.5
Similar competitiveness 114 37.1
More competitive 34 111
Don’t know or non-response 130 42.3
TOTAL 307 100.0

Source: CSES Analysis of survey data.

On the question of price differentials, view are more or less evenly divided between those
stating that prices were higher in their home markets than in markets elsewhere in the EU,
and those expressing the opposite view. A significant proportion (14.0%) indicated that
there are no differences in price levels. It should be noted that there was a high level of
‘don’t know’ responses to this questidrable 4.10 summarises the responses.
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Table 4.10:Price Differentials - Domestic/Other EU Markets

Price Differentials Domestic Markets Export Markets Total

No % No % No %
Up to 10% higher 20 6.5 20 6.5 40 13.0
Between 10% and 20% higher 18 5.9 25 8.1 43 14.0
Over 20% higher 9 29 11 3.6 20 6.5
No difference 0 0 0 43 14.0
Don’t know or non response 0 0 0 161 52.5

Source: CSES Analysis of survey data.

Table 4.11 provides a breakdown by country where business service providers are based
on their perceptions regarding the competitiveness of other EU markets.

Table 4.11: Competitiveness of Domestic/Other EU Markets — By Country

Country Less Similar More Don’t Know Total

Competitive |Competitiveness) Competitive | Non Responses

No % No % No % No % No %
Austria 0 0.0 1 16.7 2 33.3 3 50.( 6 100.0
Belgium 1 12.5 4 50.0 1 12.5 2 25.0 8 100.0
Germany 3 7.5 15 37.5 4 10.¢ 18 450 4( 100.0
Denmark 0 0.0 4 40.0 3 30.0 3 30.0 10 100.0
Spain 5 8.5 19 32.2 9 15.3 26 441 59 100.0
Finland 0 0.0 0 0.0 1 50.0 1 50.( 2 100.0
France 6 17.1 11 31.4 6 17.1 12 34,3 3% 100.0
Greece 0 0.0 1 25.0 0 0.¢ 3 75.0 4 100.0
Ireland 0 0.0 4 80.0 1 20.0 0 0.¢ 5 100.0
Italy 1 2.2 11 24.4 3 6.7 30 66.7 45 100.0
Luxembourg 0 0.0 0 0.0 0 0.0 1 100.0 1 100.¢
Netherlands 2 33.3 1 16.7 0 0.0 3 50,0 @ 100.p
Portugal 0 0.0 2 50.0 0 0.0 2 50.0 4 100.G
Sweden 1 3.8 16 61.4 1 3.8 8 30.8 26 100.0
UK 10 17.9 24 42.9 4 7.1 18 32.1 56 100.0
TOTAL 29 9.4 114 37.1 34 11.17 130 42.4 307 100.0

Source: CSES Analysis of survey data.

There is quite a close correlation between the survey responses shown above and those
analysed earlier concerning the competitiveness of domestic markets (see Table 4.2). More

Centre for

Strategy & Evaluation Services

145

A



Barriers to Trade in Business Services Appendix

SURVEY DATA — BUSINESS 4
SERVICE MARKETS

specifically, in countries where domestic business service markets are generally perceived
as being characterised by relatively low levels of competition, a comparatively high
proportion of providers stated that export markets are ‘more competitive (and visa-versa).

From the perspective of firm size, the earlier conclusion concerning the competitiveness of
domestic markets would also appear to hold true for export markets, i.e. smaller business
service providers tend to regard their markets as less competitive than larger providers. An
analysis of the responses broken down by firm size is shown in Table 4.12.

Table 4.12: Competitiveness of Domestic/Other EU Markets — By Firm Size

Size Bands Less Same More Don’t know Total
Competitive |Competitiveness) Competitive | Non Responses

Employees No % No % No % No % No %
Below 10 2 20.0 5 50.0 0 0.0 3 30.0 10 100.0
10to 50 3 7.1 10 23.8 1 2.4 28 66.6 42 100.0
50 to 250 13 8.4 58 374 14 9.0 70 45.2 155 100.0
250 to 500 6 12.2 16 32.7 13 26.5 14 28.5 49 100.0
500 to 1000 2 9.5 10 47.6 2 9.5 7 33.3 21 100.0
Over 1000 3 10.0 15 50.0 4 13.3 8 26.7 30 100.0
TOTAL 29 9.4 114 37.1 34 11.1 | 130 42.3 307 100.0

Source: CSES Analysis of survey data.

To complete the analysis in this section, Table 4.13 breaks down the survey responses on
the competitiveness of domestic/other EU business services markets by sector.

Table 4.13: Competitiveness of Domestic/Other EU Markets — By Sector

Country Less Similar More Don’t know Total

Competitive |Competitiveness) Competitive Non Responses

No % No % No % No % No %
IT Consultancy 7 101 | 20 29.0 6 87| 36 52.2 69 100.0
Personnel Recruitment 8 190 | 11 26.2 4 95| 19 45.2 42 100.0
Leasing & Renting 5 114 15 34.1 5 114 19 43.2 44 100.0
Contract R& D 1 26| 19 50.0 8 211 10 26.3 38 100.0
Technical Testing 2 154 7 53.8 3 23.1 1 1.7 13 100.0
Accountancy & Audit 2 69| 11 37.9 0 00| 16 55.2 29 100.0
Tax Services 0 0.0 1 10.0 0 0.0 9 90.0 10 100.0
Engineering Related 4 65| 30 48.4 8 129 20 32.2 62 100.0
TOTAL 29 9.4 | 114 371 34 11.1 1130 42.3 | 307 100.0
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Source: CSES Analysis of survey data.

Here again the patterns detected in relation to the competitiveness of domestic business

service markets are reflected in the findings for export markets. Thus, in sectors such as
Contract R&D, Accountancy and Audit, and Technical Testing where a high proportion

of respondents stated that their domestic markets were ‘not competitive’ (see Table 4.4),
a relatively high proportion of firms stated that export markets were ‘more competitive’.

Conclusions — Competitiveness off Business Service Markets

Overall, the conclusion to be drawn from the analysis in this sub-section is that whereas

domestic markets for IT Consultancy, Personnel Recruitment, Leasing and Renting, and
Engineering Related Consultancy are all regarded as ‘very competitive’, this is less so

with the other sectors covered by the study. A caution does, however, need to be added
that in several cases (Technical Testing, Tax Services) the sample is not big enough to
arrive at definitive conclusions. There is a perception that most competitors are domestic

(see Table 4.5, row (1) where 49.6% stated that this was the case).

There are quite pronounced differences between the business service sectors to the
guestion of export market competitiveness. Thus, whereas in the case of the IT
Consultancy, almost half the firms (46.4%) stated that their markets were open with
providers from domestic, EU and non-EU sources competing with each other, the extent
of international competition is far less pronounced with the other sectors. The extent of
international competition appears to be less in the Accountancy and Audit, and Tax
Services fields. This is perhaps unsurprising since much of the subject matter of
accountants and tax advisers relates to national laws.

Finally it was clear that large providers tend to compete internationally whereas smaller
providers tend to compete domestically.

4.2 Market Dynamics — Demand and Supply Side Perspectives

Having examined views on the competitiveness of domestic and export markets for
business services, this section considers some of the factors that may help to explain the
findings. To this end, this section considers:

» Factors influencing the way in which business service users go about identifying a
suitable supplier;
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* More specifically, the decision to purchase from domestic or other EU sources and
the level of purchasing from other EU sources,

* How providers deliver business services across borders and the extent to which
companies export services to other EU Member States.

Factors Influencing the Choice of Business Service Providers

Before considering the factors that influence the decision to purchase business services
from another EU Member State, it is helpful to take a step backwards by examining the
criteria used by companies to identify suitable suppliers, whether from domestic or other
EU sources. Table 4.14 identifies the relative importance of the criteria for selecting a
business service provider.

Table 4.14: Factors Influencing Choice of Providers - Overall

Selection Criteria Very Quite Not Non Total
Important Important Important Responses
No % No % No % No % No %

(1) Quality 157 793 | 15 76| 14 71| 12 6.0 198 | 100.0
(2) Expertise 121 611 | 52 26.3 9 45| 16 8.1 198 | 100.0
(3) Local presence 35 177 | 87 439 | 52 262 | 24 12.2 198 | 100.0
(4) Confidence 114 576 | 54 27.3 13 65| 17 8.6 198 | 100.0
(5) Quality standards 94 475 | 56 283| 24 121| 24 12.1 198 | 100.0
(6) Price 90 454 | 70 353| 20 10.1| 18 9.2 198 | 100.0

Source: CSES Analysis of survey data.

As can be seen from Table 4.14, the two factors that stand out as being most important to
companies in selecting a business service provider are the quality of the service being
offered and expertise of the provider. In contrast, whether or not the business service
provider has a local presence is regarded as comparatively unimportant with only 35

A

(17.7%) of the 198 companies surveyed stating that this was a ‘very important’ criterion.

Table 4.15 analyses the same survey data from a sectoral perspective. The analysis is
limited to factors influencing the choice of providers based in the home market - the
sample sizes for each of the sectors are not large enough (e.g. there are only 14 instances
where users purchased IT Consultancy services from a provider based in another country)
to undertake a parallel analysis for providers from other EU Member States although this
would undoubtedly be more relevant Likewise, the analysis shown in Table 4.15 is
limited to the proportion of users stating that the various selection criteria are ‘very
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important’. In the case of the sectors, the denominators (listed in the second row of Table
4.15) are the number of instances where a user purchased the business services in
guestion.

Table 4.15: Factors Influencing Choice of Providers (Home Market) — By Sector

Selection Criteria Business Service Sectors
Denominators 132 115 107 128 109 36 83 83

IT Lab Rec | Leasing | Account | Tax R&D Tech |Engineer
(D) Quality 106 (80.3)| 96 (83.5)| 88 (82.2)| 102 (79.6)| 92 (84.4)| 28 (77.8)| 67 (80.7)| 68 (81.9)
(2) Expertise 81 (61.3)| 70 (60.9)| 63 (58.8)| 81 (63.3)| 71 (65.1)| 23 (63.9)| 55 (66.2)| 51 (61.4)
(3) Local presence 17 (12.8)| 18 (15.6)| 13 (12.1)| 19 (14.8)| 14 (12.8)| 5(13.9)| 17 (20.5)| 17 (20.5)
(4) Confidence 78 (59.1)| 65 (56.5)| 62 (57.9)| 79 (61.7)| 69 (63.3)| 24 (66.7)| 47 (56.6)| 53 (63.8)
(5) Quality standards | 65 (49.2)| 58 (50.4)| 44 (41.1)| 60 (46.8)| 56 (51.3)| 20 (55.5)| 45 (54.2)| 51 (61.4)
(6) Price 67 (50.7)| 54 (46.9)| 50 (46.7)| 60 (46.8)| 53 (48.6)| 15 (41.7)| 40 (48.2)| 38 (45.7)

Source: CSES Analysis of survey data.

Overall, and as might be expected there is very little variation in the importance of the
various selection criteria from one business service sector to another. An exception is the
requirement for business service providers to have a local presence in the domestic
market. This, it will be recalled, is generally not considered important as a factor
determining the choice of business service provider. However, in the case of Technical
Testing and Engineering Related Consultancy it stands out as relatively important
although even here it is far from being one of the main factors users take into account.

Below, we compare factors influencing the choice of a business service provider
depending on whether the supplier is located in the same country as the buyer or another
EU country. In Table 4.16 we have limited the analysis to the number of cases where a
factor — quality, expertise, local presence, etc - is ranked as being ‘very important’
(Column 2 — Home Market/Column 5 — Other EU Markets). In relation to each of the six
factors, the denominator is based on the responses to a separate question where users
were asked to indicate whether or not they had purchased different types of services from
suppliers in their home markets/other EU markets.

By way of example, in Table 4.16 the highest ranked factor - in the case of purchases
from suppliers located in both home and other EU markets - is ‘quality’. Analysis of the
survey responses indicates that a total of 793 purchases were made from domestic
suppliers by the 198 firms making up the sample. In 557 (70.2%) of these cases, ‘quality’
was ranked as a ‘very important’ factor determining the choice of business service
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provider. Likewise, atotal of 97 purchases were made from providers based in other EU
countries and in 81 (83.5%) of these cases, ‘quality’ was also ranked as ‘very important.

Table 4.16: Factors Influencing Choice of Providers from Home/Other EU Markets

Selection Criteria Suppliers from Home Market Suppliers from Other EU Markets
No Totd % No Tota %
(D) Quality 557 793 70.2 8l 97 835
(2) Expertise 495 793 62.4 65 97 67.0
(3) Local presence 120 793 151 18 97 185
(4) Confidence 477 793 60.1 63 97 64.9
(5) Quality standards 340 793 42.8 51 97 52.5
(6) Price 377 793 47.5 44 97 45.3

Source: CSES Analysis of survey data.

The analysis suggests that ‘quality’, ‘expertise’ and ‘confidence’ are the main factors
determining the choice of a business service supplier and that there is no significant
difference in this respect in evaluating the merits of domestic as opposed to other EU
providers. In both cases, these factors are ranked above ‘price’. Likewise, as noted earlier,
whether or not a provider has a local presence is generally regarded as unimportant.

These findings have important implications for the study in pointing to the potential to
expand cross-border transactions in the business services field if remaining barriers to
trade are removed.

Extent and Source of Business Service Purchases from Other EU Countries

What then does the research tell us about the actual level of cross-border trade in business
services?

In the survey, we asked firms where they had bought business services from, i.e. from
domestic suppliers or organisations based in other EU Member States. Table 4.17
provides an analysis of the extent to which users purchase different types of business
services from domestic as opposed to other EU sources. We have taken the total sample
of 198 companies as the denominator for the % columns shown in the analysis. An
alternative approach would be to take the combined totals for domestic/other EU sources
as a denominator, but closer analysis of the survey data suggests that this is inappropriate
because some firms purchase the same type of business services from multiple sources.
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Table 4.17: Purchase of Business Services from Domestic/Other EU Sources — By Sector

Sectors Own Country | Other Countries Neither Total
No % No % No % No %

IT Consultancy 132 | 66.7 14 7.1 52 | 26.2 198 | 100.0
Personnel Recruitment 115 | 58.1 8 4.0 75 | 379 198 | 100.0
Leasing and Renting 107 | 54.0 9 4.5 82 | 414 198 | 100.0
Contract R & D 36 | 182 8 4.0 154 | 77.8 198 | 100.0
Technical Testing 83 | 419 