Doing business made easier across the EU

the Services Directive reaches the finishing line
The Services Directive is a European law that requires EU countries to remove legal and administrative barriers to service activities and create a more transparent business environment. It had to be fully implemented in all EU countries by 28 December 2009. The Directive should open new business opportunities across the EU, in particular for small and medium-sized businesses (SMEs). What are the practical benefits of the Services Directive for SMEs? What rights and simplifications flow from it? And what are the advantages of doing business in the EU Internal Market in general? 
The Services Directive has finally become a reality for businesses and consumers across the EU. By the end of 2009, all EU countries had to simplify the regulatory environment for businesses and cut the administrative burden. Small and medium-sized businesses (SMEs) should benefit from simpler procedures and have less paperwork to deal with. They should also be able to use ‘Points of Single Contact’ — e-government portals through which they can get information and complete paperwork in each EU country. 
Overall, the Services Directive is expected to make life significantly easier for SMEs and give a boost to the EU services sector, which is not only the largest sector of our economies — representing around 70 % of EU GDP and employment — but also the main driver of growth and jobs. In recent years, services have been the source of all net job creation in the EU. Nevertheless, the growth potential of services remains largely untapped due to numerous barriers that hinder trade between EU countries and the setting-up of new businesses in general. Consequently, services still account for only around 20 % of cross-border trade in the EU.
The Services Directive was designed to remove many of these barriers and to make life easier for SMEs throughout the EU. It had to be fully implemented in all EU countries by 28 December 2009. How does the Directive help SMEs, and which services are covered?
	Services Directive — main benefits:

· EU countries have to remove obstacles and lighten the procedures for setting up a business, i.e. in cases where an individual entrepreneur or business wants to set up a permanent establishment (such as a company or a branch) in its own country or in another EU country.

Example: a construction company from Belgium wants to establish a business in Hungary, or a Spanish company wants to set up a new retail store in its own country. 

· EU countries have to remove obstacles to the cross-border provision of services, i.e. in cases where a business already established in one EU country wants to supply services in another EU country, without setting up a permanent establishment there. 

Example: an architect established in France wants to design a house in Germany, or an event organiser from Finland wants to run an open air festival in Estonia.

· EU countries have to put in place ‘Points of Single Contact’, which are contact points through which businesses can get information and complete administrative paperwork in each EU country.



Which service activities are covered by the directive?
	The Directive covers a wide range of service activities provided both by individuals and companies, for example:

· distributive trades (including retail and wholesale of goods and services)

· construction services

· craft services

· most professional services (such as the services of legal and tax advisers, architects, engineers, accountants, surveyors, vets)

· business-related services (such as office maintenance, management consultancy, organisation of events, advertising, recruitment services, patent agents)

· tourism (such as travel agencies, tourist guides)

· leisure services (such as sports centres, amusement parks)

· equipment installation and maintenance services

· information services (such as web portals, news agency activities, publishing, computer programming activities)

· accommodation and food services (such as hotels, restaurants, catering services)

· training and educational services (such as private universities, language or driving schools)

· rental and leasing services (including car rental)

· real estate services

· household support services (such as cleaning services, private nannies or gardening services)

Several service activities are excluded from the Services Directive, in particular financial services, electronic communications networks, transport services, health services, audiovisual services, gambling activities and certain social services.




Ever thought about Doing Business abroad? Why the Services Directive is important for small businesses
The EU internal market offers a huge potential. Any business in the EU automatically has around 500 million potential customers on its doorstep. The Services Directive will help businesses, in particular small and medium-sized ones (SMEs), to make use of their opportunities.

Today, the vast majority of small service companies still operate only in their own national or local markets. According to recent figures, only 8 % of small businesses are trading beyond their countries’ national borders. There are instances where this is a business choice, but in many cases this is because multiple legal and administrative barriers remain in EU countries. There is clear evidence that SMEs are keen to undertake cross-border operations — but very often they are discouraged from doing so. In a nutshell, the internal market for services is not yet working properly and SMEs are the hardest hit. The barriers are well-known and include:

· difficulties in obtaining information about formalities 

· difficulties in identifying the relevant authorities that deal with formalities
· the need to contact a large number of authorities for various authorisations

· non-transparent and unjustified requirements

· long, complicated and costly procedures. 

Barriers to service undertakings are burdensome even for large companies with plenty of finance and access to legal advice. For SMEs, the costs and the dissuasive nature of such red-tape can be insurmountable. In many cases, SMEs simply abandon their plans to venture abroad. 
But it is not only SMEs planning to operate abroad that are affected by the barriers. Many businesses are never created and many business opportunities are not explored in the first place because of legal and administrative complexities. Cumbersome procedures and excessive requirements can be equally burdensome for SMEs operating just in their own country. 

The Services Directive will remove many of these barriers and create lighter and more transparent conditions for business. This allows big businesses to benefit from large economies of scale, while new markets and opportunities are being opened up to SMEs which, until now, have been dissuaded from moving abroad. It gives SMEs the opportunity to test new markets without significant investment, to diversify their client base or to acquire a critical mass of customers for innovative services. 

The potential gains are huge. A recent study found that EU-wide gains thanks to the Services Directive could range from 60-140 billion Euros, representing a growth potential of up to 1.5 % of GDP, using conservative estimates. 

The following articles explain in greater detail how the Services Directive will work in practice, making life easier for SMEs.
Establishing a business in another EU country — or at home: 
how does the Services Directive help?
Whether you intend to start or expand a business in a different EU country or at home, you will be able to take advantage of simpler procedures and less paperwork. By the end of 2009, EU countries had to modernise their legal frameworks and get rid of cumbersome procedures and requirements. This will make it significantly easier to establish a business (be it a start-up, a branch or a secondary establishment) or to expand your existing business activities. 
What does this mean in practice? Here is a short overview of how the Directive will help you establish or expand a business: 

· EU countries have to remove unjustified or overly-burdensome authorisation procedures or replace them by less restrictive means, such as simple statements made by your business to a supervisory body.

· Maintained procedures must be made clearer and more transparent (e.g. conditions have to be made public in advance; criteria have to be clear and non-discriminatory).
· Permits, licences, etc. have in principle to be granted for an indefinite period of time and must be valid throughout the national territory (and not only for a particular area, region, municipality, etc.)
· If you have applied for an authorisation and have not received any reply from the competent body within the set deadline, the permit, licence, etc. will, in principle, be deemed to have been granted to your business (principle of ‘tacit agreement’) and you will be allowed to act upon it. 
· Discriminatory or particularly restrictive requirements have to be abolished — including, for example:
· nationality or residence requirements (for example, a rule whereby only companies owned by nationals can undertake a particular service activity), 
· ‘economic needs’ tests (e.g. requiring your business to carry out market assessments to ‘prove’ to the authorities that there is a demand for your services),
· obligations to obtain financial guarantees or insurance from operators established in the same country.
· Authorities must accept documents issued in another EU country; they can only require original documents or certified translations in limited cases. 

· Your business can use a ‘Point of Single Contact’ to get all the relevant information and complete the necessary formalities (see the article on this topic).
The Principle of ‘freedom to provide services’ 

offering your services abroad easily

Temporary movement across borders is generally the way in which small businesses (SMEs) offer services in countries other than their own. At least initially, SMEs often cannot afford to establish a permanent presence abroad, such as a company or a branch. For specialised or innovative services in particular, access to larger markets is crucial for developing their activities and growing their business. 
The remaining barriers in the internal market usually make cross-border business difficult because they require providers to complete a number of additional formalities. It is often easier for an SME to do business within its own country, even if this implies travelling long distances than to serve customers in nearer bordering regions. For example, a food delivery service may find it easier to make deliveries from Munich to Hamburg than to nearby Austria or Northern Italy, which could be their preferred destination.  

The Services Directive obliges EU countries to remove a number of existing restrictions to the cross-border provision of services:

· If your business is already established in an EU country and you want to provide services in another EU country, you will be able to do so without having to set up an establishment there. 

· When you cross the border to provide services in another EU country, you will in general not need to complete administrative procedures or comply with the rules of that country. For instance you should not have to obtain prior authorisation. 
· The country where you provide the service can impose its own requirements only if it has valid reasons for doing so and under very limited circumstances,
 i.e. when national rules are necessary to protect public policy, public security, public health or the environment. These requirements must be ‘proportional’ (i.e. must not go beyond what is necessary in order to protect one of these interests) and must not discriminate against businesses from other EU countries.
· EU countries are still allowed to impose some requirements on you as an incoming service provider. To find all the information you need about these requirements, and to complete all the necessary procedures, you can go online and use the ‘Points of Single Contact’ (see article on this topic).
Examples of cross-border services
A construction company established in France travels across the border to Germany to build a house. A catering company established in Austria prepares food at an event in Slovenia. A tourist guide established in Latvia accompanies a group of tourists visiting Hungary.
Easily finding your way through the administrative maze:
The ‘Points of Single Contact’
Lost in procedures and legal systems? 
Tired of dealing with a succession of national, regional and local authorities? 
These days should be over soon. By the end of 2009, each EU country should have set up a ‘Point of Single Contact’ (PSC) for businesses. The PSCs will provide you with a ‘one-stop shop’ where you can:

- get information easily, 
- submit your applications, 

- receive decisions or other replies from the authorities. 
You will no longer have to deal with a multitude of authorities at different administrative levels, as is the case today.
 Furthermore, the PSCs will enable you to complete procedures online, using e-government applications.

Point of Single Contact

A practical example

A construction company from Sweden wants to open a branch in Spain. To get information on the Spanish requirements, they log on to the website of the Spanish Point of Single Contact. They then file all the required documents and applications electronically and will receive all decisions, permits etc. via the same website.

What do the PSCs look like? And how can I find them?

The PSCs are e-government portals set up in each EU country. They all share a common logo to help identify them. In many countries, these electronic portals will be supplemented by actual offices that you can contact by phone or email and where you can go to get advice face to face. 
Because there will be at least one PSC in each EU country, it is crucial that you can easily find the relevant PSC in your own country and abroad. An architect from Spain needs to know which PSC to use if he wants to set up an office in France, or if he intends to design a building in Hungary. 
To help you find the PSCs in each EU country, the Commission has launched a ‘PSC webgate’. This webgate serves as a central entry point and provides links to all national PSC portals. To access the webgate, go to: 

http://ec.europa.eu/eu-go 
	Four facts about the ‘Points of Single Contact’
1.   Contact points for businesses, to be set up in each EU country

2.   E-government portals accessible via the internet

3.  They provide clear and exhaustive information on administrative procedures and specific requirements for your business
4.  They allow you to complete the required procedures online (such as registration in commercial and professional registers, obtaining permits or licences, submitting notifications, etc.). The PSC acts as a ‘one-stop shop’ where you can:

· file requested information and documents

· receive decisions, permits, etc. electronically




If you want to know more:
Visit the Services Directive website

http://ec.europa.eu/internal_market/services/services-dir 
Visit the ‘Points of Single Contact’ webgate
http://ec.europa.eu/eu-go 
� The ‘freedom to provide services’ comes with a number of general derogations. These include matters covered by Directive 96/71/EC on the posting of workers and matters covered by Title II of Directive 2005/36/EC on the recognition of professional qualifications.


� Since the Directive does not affect labour law, social security legislation or tax law, formalities in these fields do not need to be covered by Points of Single Contact. However, in many EU countries they will in fact be covered.
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