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Regional Integration in Services
Using the STRI to measure progress with the EU Services

Directive and the EU Single Digital Market



Why look at internal EU services market
Integration?
A The sheer size of theintra -EU market for services and the

scale of the integration project

A Comparisons of experience in regulatory convergence and
Abest practiceo or fdearly m
Pacific region? Eg ASEAN, APEC?

I The EU approach to harmonisation

| EXxperience with implementation

I Persistent heterogeneity and its implications
|

" Jjoint future policy research agenda in services market
Integration
A Digitisation of the economy and the new challenges of the
digital single market; new questions arising for regulators
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THE SHEER SIZE AND SCALE OF INTRA -EU TRADE IN SERVICES

2500
If we take intra (1085) and extra EU (915)
- together, EU export of services represent 42
2000 .
2000 —OOO y % of global exports of services

EU is by far the biggest
exporter of services: nearly 25
% of world exports of services
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Slide provided by Pasd&érneis Managing Director, European Services Forum



Services andregulatory coherence

The digital network Market bridging and supporting services

Services Trade Policies
and the Global Economy




Given our joint research interest In
digitisation , in looking at implementation of
the services directive, we take 2 examples
Telecommunications

(providing the essential digital infrastructure
and enabling backbone for digitisation )
Professional Services (Engineering)
(undergoing deep digital transformation with
the application of professional services
automation software)

Source: Research Presentation in TheAdelaidelrade and Investment in Services Network
HildegunnKyvikNordas OECD Trade and Agriculture Directorate and Orebro University, S
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EU approach to services integration:
Directives & Regulations

Directive : A legislative act that sets out a goal that
all EU countries must achieve. It is up to the
iIndividual countries to devise their own laws on how
to reach these goals.

Examples .

I Telecommunications

AGovernance framework (a set of directives as well
as regulations and decisions)

eg Broadband cost reduction Directive

I Engineering

A Mutual Diectieegni t i on




Regulation : A binding legislative act that must

be applied in its entirety across the EU

Examples .

I Telecommunications

A Roaming (2015/2120): ¢
without paying retail roaming surcharges

A C r-bordes portability of digital content (for
temporary visits in another EU country)

I Engineering

A No EU r e gentiraltunderthe ( f al |
responsibility of individual members)




Telecommunications:

The new European Electronic Communications Code is a Directive

designed to update and replace the existing pro-competitive governance

structure of 4 Directives (Framework Directive 2002/21/EC, Access Directive

2002/19/EC, Authorisation Directive 2 0 @220EC, Services Directive

2006/123/EC). It puts more emphasis on competition in the long run i and

provides more incentives for investment in high-speed networks

A R o Naional Regulatory Authorities (NRAS):

o0 Undertake market analysis to identify suppliers with significant market
power (SMP) about every three years

0 Impose obligations (e.g. access, interconnection, non-discrimination, price
caps, transparency) on entities with SMP

A olR of Body of European Regulators for Electronic Communications

(BEREC):

o reviewandcommenton nat i on alnalysesqandldecisians s 6

o It happens relatively often that BEREC has comments and requests better
documentation or changes to NRA analyses and decisions

o0 Existing practice: strong emphasis on competition in the short run

Si nce NRAOG sandmaskeét ycenditions differ across member

states, regulation differs as well.




Progress towards a single services market

The OECD Services Trade Restrictiveness Index
(STRI) helps to measure progress as well as to identify
persistent heterogeneity of preferential services trade
policies across EU member states, across services
sectors, and across modes of supply.

_ Trade and
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The STRI catalogues regulatory
iInformation and assigns a scoring
system between O(open) and 1 (closed)

A By five policy areas
I Restrictions on foreign entry
I Restrictions to movement of people
I Other discriminatory measures
i Barriers to competition
I Regulatory transparency
A By mode of supply
A Barriers to entry/limitations on operation
A Discriminatory/non -discriminatory
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Telecommunications: Scoring
depends on market structure

Barriers to
competition

Competitive
markets

Dominant
supplier

'| |

Price
regulation is
bad

J

Regulation
IS good

J




Example of regulatory package

Regulation of a

dominant supplier

Complementary measures
Access to the network is mandated:;
Access prices are regulated,
Vertical separation is required or
Model contract is required or similar;

All At least
YES one NO




STRI Telecommunications, EU member states,
2016 (slideprovided byNordag
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Barriers to competition

WhHEIRES
covered?




Restrictions on foreign entry

What IS Restrictions to market access and commercial

covered? establishment abroad
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Monitoring reform:

telecommunications
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Services and the digital economy

STRI Telecommunications
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Engineering: common sector-specific restrictions

Restrictions to movement of people

A Labour market tests and limitations to duration of stay
A Citizenship and residency requirements to practice
A Recognition of foreign qualifications:

I Revalidation of foreign degrees

I Need to take local examinations

I Need to practice locally for at least one year

A No temporary license system in place
Other common restrictions:

A Ownership limited to locally -qualified professionals
A Local qualification requirements for members of the board of directors

A Fee-setting: mandatory and recommended min and/or max




Professional eg Engineering Services
Combination of restrictions

: Cltlzenshlp required for a full license 1
' to practice as a professional; or :
: forelgners must completely redo I
' education and training. :
I
|




