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Figure 5.17. Trend in turnover of a sample of enterprises
providing temporary labour, 1990-94
Base 1990 =100
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Figure 5.18.  Turnover and number of employees, personnel services
(temporary labour) in Europe
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Growth
Ongoing training

We do not have any data relating to ongoing training at European level (the market was
estimated by the Commission services at ECU 50 billion in 1988 with 1,150,000 jobs).

In France, for legislative reasons, data from CEREQ are available over a long period. These
indicate steady growth, both absolute and relative, in vocational training expenses in France
over the entire period from 1972 to 1992 (although with a slowdown at the end of the period).

Temporary staff

The temporary labour services market accounted for ECU 18.4 billion in 1993 (compared to
ECU 22 billion in the USA), as against nearly ECU 20 billion in 1990. For the years 1990 to
1993, the European market remained higher than that of the USA in absolute terms. In terms
of growth rate, the DABLE data (Figures 5.11 and 5.12) indicate strong growth in European
activities at the end of the period, although remaining below the American level.

Main user sectors

Vocational training

Among the user sectors, and on the basis of the French data, it will be seen that banks and
credit institutions greatly increased the rate of access to training of their staff, which reached
80.5% for financial institutions and 54% for insurance undertakings in 1992.

Measures under the single market programme

The markets for training and the hiring out of staff are essentially national and therefore, at
first glance, little influenced by the single market programme. However, the development of
corporate strategies for the valorization of human resources and the ad hoc European
programmes have had an indirect influence on the methods and levels of recourse to ongoing
training.

For example, the development of mergers and acquisitions in a large number of economic
sectors (case of financial services and the food industries) probably had the effect of boosting
the training activities of enterprises, especially as, for some of them, redeployment of
production units was recorded. In another field, technological innovation, including its
information systems and distribution networks dimension, and the development of new
products, were necessarily accompanied by training at demand sector level.

Account should be taken more specifically of the following texts and programmes:

(a) the Council Decision (1985) concerning the equivalence of vocational training;'"’

117 . .. . . .. . .
85/368/EEC: Council Decision of 16 July 1985 on the comparability of vocational training qualifications between the

Member States of the European Community, OJ L 199, 31.7.1985, p. 56.




Development of externalized intangible activities 151

(b) the Council Directive (1988) on a general system for the recognition of higher education
diplomas for vocational training lasting a minimum of three years;''®

(c) the ad hoc programmes of the European Communities to facilitate adaptation to
industrial changes, in particular through vocational training and retraining, and to
improve initial and ongoing vocational training (Comett, etc.).

As regards temporary employment, the existence of Community regulations in the field of
working conditions, distortions of competition and health and safety should be emphasized.

5.4.7. Transfunctional support services

The activities considered at this level are of three types:

(a) legal services,
(b) accounting services,
(c¢) management consultancy services.

Economic stakes

Exhaustive data on these activities are difficult to gather. As regards management consultancy,
there has been an apparent increase in the activities of all the members of FEACO, although
the DABLE data indicate a lesser growth by European firms compared to their American or
Japanese counterparts (Figure 5.20).

Measures under the single market programme

Legal services

On account of its essentially national character, the direct influence of the single market
programme on the legal advice sector is considered to be marginal. The bulk of the impact is
indirect, i.e. results from the development of customer sector strategies.

Measures with direct impact

These services are strictly regulated at national level, with considerable differences in terms of
organization and fields covered by the ‘professions’. The sector is mainly organized by
domestic market and it is difficult, because of the protection of the title of ‘lawyer’, to engage
in cross-border activities.

118 89/48/EEC: Council Directive of 21 December 1988 on a general system for the recognition of higher-education

diplomas awarded on completion of professional education and training of at least three years’ duration, OJ L 19,
24.1.1989, p. 16.
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At Community level, the following important texts should be emphasized:

(a) Council Directive 77/249/EEC to facilitate the effective exercise by lawyers of the
freedom to provide services,'" although this Directive does not integrate the aspects
relating to the right of establishment and the mutual recognition of qualifications;

(b) the 1994 proposal for a Commission Directive to facilitate the practice of the legal
profession at European level;'

(c) FEuropean training programmes (Erasmus, Leonardo) are considered to facilitate the
emergence of a European legal profession, in the long term;

(d) Directive 89/48/EEC on a general system for the mutual recognition of quahﬁcatmns

Measures with indirect impact

The levelling of the conditions of competition of the demand sectors and the overall impact of
the dynamics of the single market have had a certain impact on legal services (in particular
with the development of mergers and acquisitions).

Accounting services

Like legal services, accounting activities are strictly regulated at Member State level.
Important questions remain pending, in particular regarding the freedom to provide services,
the mutual recognition of rules (especially accounting standards), tax regulations and finally
consumer protection.

At Community level, a certain number of Directives relate directly to accounting services:

(a) the 8th Company Law Directive (1984),'2
(b) the 7th Company Law Directive (1983),'%
(¢) the 4th Company Law Directive (1978),'**
(d) the specific Directives on the annual accounts of banks and insurance undertakings.

The market is structured between international networks and small and medium-sized
enterprises, with accountants also pursuing their activities as a professional occupation.
Although there is no single market in accounting services yet, it should nevertheless be
stressed that the single market programme has probably had an impact on the development of
accounting activities at European level, especially with the development of merger and
acquisitions operations.

19 011 78,26.3.1977, p. 17.

120 oM (94) 572 final.

21 05119, 24.1.1989, p. 16.

122 84/253/EEC: Eighth Council Directive of 10 April 1984 based on Art. 54(3)(g) of the Treaty on the approval of persons

responsible for carrying out the statutory audits of accounting documents, OJ L 126, 12.5.1984, p. 20.

123 83/349/EEC: Seventh Council Directive of 13 June 1983 based on Art. 54(3)(g) of the Treaty on consolidated accounts,

OJL 193,18.7.1983, p. 1.

124 78/660/EEC: Fourth Council Directive of 25 July 1978 based on Art. 54(3)(g) of the Treaty on the annual accounts of

certain types of companies, OJ L 222, 14.8.1978, p. 11.
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Management consultancy

Management consultancy is not a regulated profession and strictly speaking there are no
barriers to engaging in the profession. The effects of the single market programme are indirect
and originate from:

(a) the development of externalization of consultancy activities by the customer sectors;

(b) the development of demand linked to the strategic and organizational movements
associated with the single market (search for partners, mergers and acquisitions,
redeployment of activities, BPR),

(c) atightening up of the requirements of enterprises (which in turn results from an increase
in competitive pressure), which promotes the transition of the profession from a
professional occupation to a veritable ‘industry’;

(d) a resultant demand for the development of methodologies and approaches oriented
towards maximization of value for customers;

(e) the potential opening up of public procurement (Public Procurement Directives);

(D) standardization of the supply of services, by the coordination of standards and
certification procedures at European level (ISO standards, specific European standards).

The markets are characterized by the coexistence of several types of players: the strategic
specialized firms, the traditional strategists, the auditors (the ‘big six’), the sectoral or
functional experts, the regional or national general practitioners, the professional occupations.
The single market has had a strong impact on the sector, especially during the period of the
‘anticipatory effect’ (1985-92). At supply level, European networks have been formed,
subsequently or in parallel to the completion of the single market.

In terms of growth, there are no real consolidated, reliable data at European level. The DABLE
data provide an indication of the trend in management consultancy and engineering activities
over the entire period from 1990 to 1994. This is characterized by relative stability between
1990 and 1994, whereas growth appears stronger in the USA and less strong in Japan. These
data are to be considered with caution, on account of the significant differences in the size of
samples considered: 34 enterprises in Europe, 33 in Japan and only 5 in the USA.

Figure 5.20. - Trend in the turnover of a sample of enterprises, 1990-94:
management and engineering services, Europe, USA, Japan
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6. Overall assessment of the impact of the single market
programme on the level and exploitation of intangible
investments

The object of this final part is to present a summary assessment of the impact of the single
market on the level and exploitation of intangible investments by European operators in the
EU. More specifically, it is a matter of providing a concise reply to the three objectives of the
study, as defined in the terms of reference, i.e.:

(@) to identify all channels through which single market integration influences, directly or
indirectly, the level and form of intangible investment;

(b) to analyse the impact of the single market on the level of intangible investment;

(¢) to analyse the impact of the single market integration on the exploitation of intangible
investment by European operators.

The appraisals below seek to meet these three objectives, taking as a basis in particular the
information emerging from the three parts of the study, i.e. the quantitative trend in the level
of investment, the information deriving from the analysis of the demand sectors, and the
analysis of externalized services. They are also based on the survey conducted among
European operators on the basis of the questionnaires reproduced in Annex 2.

6.1. The channels through which the single market programme influences intangible
investments

Identification of the channels naturally presupposes that the single market programme does in
fact have an impact on the level and exploitation of intangible investments. As emphasized in
the preceding chapters, this impact, although real, is essentially of an indirect nature.

The identification of the various channels through which the single market programme has an
impact on the level and exploitation of intangible investments by the operators was undertaken
on the basis of all the information available:

(a) the information contained in this study,

(b) the Eurostat Business Survey conducted among industrial and services enterprises,l
(c) the specific sectoral studies (banking, insurance, food industries),'?®

(d) the surveys conducted among trade associations.

25

On account of the interdependence of the influences relating to the single market programme
(and even within these influences), and those deriving from the general development of
markets and industries (consolidation of industries), the concept of ‘channel’ must be
considered here as a set of interdependent chains rather than as a linear relationship of

125 See Appendix A for extracts. For a complete report see Eurostat (1997) SMR: Results of the business survey, Office for
Official Publications of the European Communities, Luxembourg and Kogan Page, London.

126 ¢ Beonomic Research Europe Ltd (1997) SMR 113 Credit institutions and banking; CEGOS (1998) SMR IL1
Insurance; and BER (1997) SMR 1.7 Processed foodstuffs, all Office for Official Publications of the EC, Luxembourg
and Kogan Page, London.
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influence between one or more decisions under the single market programme and the level of
investment by the operators.

In this perspective, we suggested differentiating between various levels of impact which all
form levers of influence of the single market. Figure 6.1 provides an overview of the various
channels through which the single market programme influences the level and exploitation of
intangible investments by operators in Europe.

Figure 6.1. Dynamics of the influence of the Single Market Programme
on intangible investments: the main channels
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6.1.1. Specific policy measures

The measures relating to the single market programme naturally form the starting point for the
process of influence considered here (Figure 6.1). The single market programme defined a
series of legal measures dealing directly or indirectly with one or more intangible investment
items.

The direct measures are horizontal and include:

(a)  the measures intended for the protection of personal data,

(b) the measures to standardize the format for the exchange of data in the
telecommunications field,

(c) the measures relating to standardization,

(d)  the measures relating to intellectual property,

(e) the measures relating to public procurement,

(f)  the measures relating to the mobility of researchers,

(g) in preparation, the measures relating to the telecommunications networks.
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The indirect measures: these are measures which are specific to a sector (the Second Banking
Directive), a product (life assurance or the packaging of foodstuffs) or more generally to the
freedom to provide services.

6.1.2. Overall dynamics of the single market

The interviews conducted among certain European operators clearly show that beyond specific
policy measures, it is the overall dynamics of the creation of an integrated single market which
influence the behaviour of the operators, including the field of intangible investments. This
concerns externalized intangible activities (services) in particular.

At this level, a two-fold assessment can be made:

From the point of view of the operators using intangible assets, of which the level and
exploitation by the single market were in fact influenced by the single market programme, this
influence mainly occurred through the dynamics of creating a homogeneous market.

From the point of view of suppliers of externalized services, the dynamics of creating the
single market appears overall to form an influential link at two levels: the potential opening up
of hitherto regulated markets, on the one hand, and the creation of marketing and production
networks, and more generally of pan-European strategies, after or concurrently with the
Europeanization of the strategies of customer sectors, on the other hand.

6.1.3. Strategic moves of the players

The information set out above shows that the strategic moves of the players are at the heart of
the process of influence of the single market; they therefore constitute its central link. The
development of cross-border direct investment illustrates the central nature of the strategic
moves of the players.

In the case of banking, for example, the Eurostat data showed a certain link between
establishment of the single market and development of cross-border direct investments, and
foreign investments. These are significant strategic moves which naturally involve the
development of considerable intangible investments in Europe. The development of alliances
and mergers and acquisitions is also evidence of strategic moves of decisive influence.

In the case of insurance, similar movements to those observed in banking must be reported.
Cross-border investments grew strongly between 1986 and 1990. The food industries, too,
show the development of mergers and acquisitions, with influence on intangible investments
generally both before and after such operations.

More generally, it can be considered that the strategic moves of operators, in terms of both
their external manifestations (alliances, mergers and acquisitions, cross-border investments)
and their internal implementation (organization and development of skills), constitute the
main lever of influence of the single market programme on the level and exploitation of
intangible investments by operators. The difficulty at this level is to define the moves which
are specific to the single market and those which come more generally within the framework
of consolidation of activities.
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6.1.4. Overall redeployment of economic operators’ resources

This level of influence is closely linked to the previous one. Its aim is to illustrate the fact that
operators redeploy their tangible and intangible resources, under the influence of changes in
their external environment, especially through the implementation of the single market
programme. Various studies conducted in the context of the current assessment of the single
market programme show that the single market has had a real effect on the redeployment of
operators’ resources, especially through a better reallocation of resources attributable to the
price mechanisms, lower transaction costs and the development of economies of scale and
scope. At another level, the adoption of European standards and the opening up of public
procurement contribute to the process of redeployment of resources at macroeconomic level.

As regards the operators, keener competition necessarily contributes to a redeployment of
resources and, as a result, to the adoption of convergence strategies.

6.1.5. Reorganization of the value-added chain

The redeployment of resources is necessarily accompanied by a reorganization of the value-
added chain. The approach suggested by the study, with its focus on strategy, is based on the
European economic operators’ resource allocation process and the dynamics of its change. The
survey of the main operators (Chapter 4) confirmed that it is at functional level that the
resource reallocation processes are organized, especially in reaction to the dynamics of the
creation of the single market.

At the level of the research & development function, processes for the reallocation of
resources — both tangible and intangible — and for the reorganization of structures are
organized in reaction to the signals of the single market programme. In the case of the food
industries, many enterprises have stepped up their R&D efforts in connection with the creation
of the single market. In the case of financial services, there was a reorganization of the product
development function by some operators. Finally, progressive externalization of R&D
activities and cross-fertilization are emerging in connection with the single market and other
Community programmes (the framework programme).

The various surveys conducted, especially those by Eurostat, show that the organization of the
production function was substantially influenced by the dynamics of the single market. The
main levers at this level concern the search for areas for competitive location or
externalization, investments in optimization of existing sources and capacities, investment in
modern managerial methods (BPR, etc.).

As regards the logistics function, lower prices resulting from single market integration and
reductions in transport costs were stressed as contributing to the growth in intra-Community
trade and to the extension of the range of the supply. At this level, the search for competitive
procurement sources is an essential component of the dynamics of the single market
programme. As regards information logistics (telecommunications and information
technology), the strengthening of deregulation, coupled with the strengthening of competitive
pressures in the user sectors, are liable to lead to the latter making more effective use of the
available capacities.

The commercialization and distribution functions are directly affected by the dynamics of the
single market and the development prospects associated with it. At this level, the main levers
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for competitiveness are the reorganization of distribution networks, the development of direct
marketing, strengthening the market intelligence of operators (especially through access to on-
line databases) and staff training.

The communication function is also affected by the players’ strategic moves and resultant
redeployment of resources. The objective here is to strengthen the image of the enterprise and
its products, especially in its European dimension. The increase in investments in advertising
and communication illustrates this trend. The trade name is an essential intangible asset for
competitiveness.

There has been a change in the way enterprises approach human resources. In the single
market context, the training of executives in inter-cultural management in a European context
is a major concern for operators, and especially for those who have recently established
themselves outside their domestic market.

To sum up, operators have revised the method of combining their functions and related
activities, both individually and in an integrated manner.

6.1.6. Intangible investment as a lever for competitiveness

The previous sequences show the multifarious influences of the single market programme on
the level and exploitation of intangible investments by operators in Europe. These are all
influential and triggering factors. It should be stressed at this level that, like any investment,
intangible investments are made only if they seem to be vital levers for competitiveness.

6.2. The impact of the single market programme on the level of intangible investment

The impact of the single market programme will be presented here at three levels: the overall
level of intangible investments, that of the demand sectors analysed and finally that of the
externalized services.

6.2.1. A favourable overall trend in the levels of investment promoted by
the single market programme

From a macroeconomic point of view, five types of expenditure were considered in the study:

(a) research & development expenditure,
(b) technology payment expenditure,

(c) advertising expenditure,

(d) expenditure on education,

(e) software expenditure.

Analysis of their trend shows that, overall, and compared to the USA and Japan, the aggregate
level of intangible investments in Europe seems to be relatively satisfactory. Nevertheless, the
share in GDP of certain key indicators (R&D and software in particular) has remained below
the level reached in the USA and Japan.

The microeconomic data available from the DABLE database indicate steady progress in the
level of investment of large enterprises. The question which then arises is the extent to which
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the single market programme has influenced this trend or, in other words, what the situation
would be in the case of the ‘zero option’.

Although the reply is not obvious at macroeconomic level, it can nevertheless be argued that
the single market programme has influenced these results to a certain extent.

6.2.2. An essentially indirect impact on banking, insurance and the food industries

The non-availability of data on the components of intangible investment by economic sector
makes it difficult to monitor them over a long period. A few data available on certain items
and the information supplied by the operators of the three demand sectors studied provide a
few elements regarding the impact of the single market programme on the level of intangible
investment.

Banks with networks

Two indicators may be monitored in particular for this sector: the data on training and those
relating to software expenditure. For each of these components, strong growth in investments
appears throughout the period considered.

The operators interviewed supplied information regarding the impact of the single market
programme on the level of investment. In general, the single market is recognized as having
accelerated operators’ investment plans; the influence here is mainly indirect. The operators
emphasize in particular that the investments made are directed primarily at meeting the
requirements of customers and the new conditions of competition. Naturally, the single market
is an essential component of these conditions.

The measures indicated as having specifically influenced the level of investment in the
banking sector include the following: the Banking Directives, free movement of capital and
the prospective Monetary Union.

The fields most concerned by the increased investment by European banks include: the
development of products and services, the strengthening of the technical functions (fund
movements), information logistics, organizational restructuring (BPR, etc.) and the
development of specific skills.

Insurance

The insurance sector is not substantially different from the banking sector. The data available
for France, in particular, show a strong rise in the sector’s investments, especially in training.
As regards the impact of the single market programme, the interviews conducted among
operators show, for the majority of them, a certain direct or indirect influence on their level of
intangible investment. All the Insurance Directives are considered as being a source of this
influence.

According to the information available, the fields most concerned by boosting the level of
investment are those relating to product development, the increase in information logistics and
the improvement of the quality of the technical functions (production, claims management,
premium collection).
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Food industries

The DABLE data available on the sector provide indications of the trend in the corresponding
intangible investments. They show a slight rise in the R&D/turnover ratio in Europe, to be
compared with the strong growth found in the USA over the same period. At the same time,
intangible assets grew more than tangible assets. But the sector is characterized above all by
its advertising expenditure which, at over ECU 5 billion in 1994, made it the main user sector
in Europe. In general, and in this respect endorsing some of the conclusions of recent work on
the European food industries, it is found that the strategic moves of the European food groups,
in the context of the single market, took the form of an increase in advertising expenditure.
This expenditure clearly emerges as an essential lever for competitiveness and hence as an
integral part of the market structure. The same progress is recorded in training, as shown by
the CEREQ data for France.

6.2.3. Externalized intangible activities

The externalized intangible activities form an important part of intangible investments and it is
easier for operators to monitor them than the ‘internalized’ investments, for lack of ad hoc
indicators. In general, the relatively strong growth in the business services market throughout
the period from 1988 to 1992 can be emphasized. In parallel, and as clearly shown by the
Eurostat data, the development of European cross-border trade in business services and
advertising from 1988 should be pointed out. More or less the same observations can be made
regarding direct investments. Such trends are naturally linked in part to the dynamics of
the single market and to the fact that the strategic moves of the suppliers of services
largely paralleled those of the users. From the point of view of the single market
programme, it is the overall dynamics of the market which counted, beyond specific
measures.

Contract-based R&D

Analysis of this activity comes up against an intrinsic difficulty owing to the unavailability of
reliable, exhaustive data at European level. Nevertheless, information was provided by some
of the suppliers interviewed. They indicate clearly that the dynamics of the single market had
an impact on the volume of their activities and their organizational methods, for example in
the form of greater competition — and therefore cooperation — on the R&D markets (notably on
account of the Public Procurement Directives), promoted a certain mobility of researchers,
mainly attributable to European cooperation programmes, and more generally influenced the
conditions of supply (innovation, production, marketing, communication, alliances and
‘industrialization’). In terms of dynamics, the European infrastructure and telecommunications
programmes are recognized as necessarily having an impact on the level of investment in
contract-based R&D.

Technical engineering

After picking up slightly in 1992, the turnover of the sector fell in 1993. The trend of the
sector is closely linked to general macroeconomic trends and to the development of third
markets. The impact of the single market appears to be marginal, as shown in particular by the
limited development of cross-border activities (3 to 4% of activities, as opposed to 30%
exported outside the Union Member States). At legislative level, the sector may be influenced
by effective application of the Public Procurement Directives.
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Software and data processing

These activities (accounting for more than ECU 60 billion in 1994) form the leading market in
externalized services in Europe. They have recorded strong growth throughout the period from
1990 to 1994, with an average annual growth rate of over 7%. Development was influenced
indirectly by the single market programme on account of competitive pressure introduced in
the demand sectors and especially in the sectors in which computer services form a key lever
for competitiveness (banking and insurance). Other influences, such as the deregulation of
telecommunications, the Public Procurement Directives and the prospective single currency
must be emphasized.

Market research

The market research sector experienced strong growth throughout the period from 1988 to
1994, with an average annual growth rate of about 12%. The size of the market is in the order
of ECU 3 billion. As for all services, the single market had a considerable influence on the
development of market research activities, including in a cross-border perspective. Beyond the
specific measures indicated above, the dynamics of creating the single market contributed to
the growth in demand for these activities and to a certain standardization in the conditions of
production and a fall in prices, as shown in the comments made by certain players and their
representative associations.

Electronic information

This activity recorded a strong growth rate: over 40% between 1988 and 1992. In parallel,
there was strong development of intra-Community trade, which fluctuates between 33 and
39% of the total volume of activities over the period as a whole. This growth comes under the
single market. A certain number of technical Directives relate more particularly to the
development of these activities: the Directive on the legal protection of databases, the draft
Directive on distance selling, etc. In parallel, the development and standardization of the
European networks and infrastructures are likely to contribute to an expansion in demand.

Advertising and direct marketing

Advertising is the second largest market for intangible investment in terms of volume (after
computer services). Over the entire period from 1985 to 1992, there was steady growth in this
activity within the EU. There was a notable stepping up of European efforts in this field, in
both absolute and relative terms, as shown by the increase in the share of advertising in
Europe, compared to the USA or Japan over the period as a whole, with a decrease in the
relative level in the USA (in 1992, this ratio was 0.91% and 1.24% respectively for the
European Community and the USA, as against 0.77% and 1.45% in 1985). This trend shows
the indirect influence of the single market on the level of investments in advertising of the
European Union. The ‘advertising’ study also stressed the indirect nature of this impact, which
derives in particular from the Europeanization of firms” strategy (case of food firms) and the
technical measures intended to reduce the cost of trans-European campaigns.

Expenditure on direct marketing more than doubled between 1988 and 1992, rising from
ECU 12 billion to ECU 26 billion at the end of the period. Cross-border activity is minimal,
accounting for only 3% of the activity of the sector. Intrinsically, the development of direct
marketing activities is potentially significant in the context of the single market. Obstacles
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nevertheless remain, especially in the postal and tax fields, which impede the development of
cross-border direct marketing.

Public relations

This activity represents a fairly modest stake — in the order of ECU 560 million (CERP data) —
but is tending to develop on account of the importance of corporate image-building as a lever
for competitiveness. The single market is considered to have had a positive impact on the
activities of public relations enterprises, to the detriment of advertising, considered to be less
targeted.

Training

Although there are not yet any consolidated data on expenditure on training at European level,
the information available for certain countries (France) or from surveys conducted among
operators show that the latter have increased their level of investment in this field, notably on
account of the single market. The objective at this level is in particular to develop the specific
skills required by the new conditions of competitiveness.

Transfunctional support services

These are various activities of a transfunctional nature: legal services, accounting services and
organizational consultancy services. Despite the unavailability of statistics on the development
of legal services, it can be argued that these services were heavily in demand from operators,
especially for mergers and acquisitions and cross-border investments more generally. This is a
first effect of the single market programme on the level of investments by European operators.
A second, technical level relates to the supply of services itself. It is expressed in the attempt
to harmonize the practice of the profession, its conditions of access and the development of
cross-border partnerships.

More or less the same assessment can be made regarding accounting services. Organizational
consultancy services, for their part, are not regulated. Over the past ten years, these services
have benefited considerably from the dynamics of the single market, especially for the
preparation, then the implementation of mergers and acquisitions operations and the
redeployment of activities at European level.

6.2.4. Summing up

The assessments above have demonstrated that the single market programme really has
influenced the level of intangible investment of European operators on the basis of three types
of analyses: the trend in the available ‘macroeconomic’ data, the information gathered on three
demand sectors and, finally, the statistics available on externalized intangible activities. In the
future, the single currency should have a substantial impact on the level of intangible
investments, especially in the banking sector (notably at information systems level).

Comparison of the dynamics of impact of the single market programme on the level of
intangible investment in the three sectors considered shows significant differences:
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(a) The trends in banking and insurance appear to be broadly similar, with a predominance
of investments devoted to product development, information logistics, distribution and
human resources.

(b) In terms of dynamics, banks are likely to be particularly concerned by the needs for
intangible investments, especially in information systems (re-writing and migration of
software, in particular), necessitated by the introduction of the single currency.

(c) The food industries appear to be far more concentrated and as a result more sensitive to
the arguments of oligopolistic competition. At this level, the investments affected by the
single market programme concern image-building and advertising in particular.
Compared to other industrial sectors, R&D appears to be a function very closely related
to marketing and product development.

(d) In total, the three economic sectors have seen their level of intangible investments
influenced by the single market programme. This influence is essentially indirect and
associated far more closely with the overall dynamics of the single market than with
specific measures.

(e) The dynamics of the growth of externalized services (apart from technical engineering)
show that on the whole, the single market programme contributed to the growth in the
European supply. Naturally, the development of the latter remains fundamentally linked
to the general economic climate and to the policy of the users, especially in respect of
the externalization of their intangible activities.

6.3. Impact of the single market programme on the exploitation of intangible
investments

This second part naturally supplements the previous part. It aims to show the extent to which
the single market programme has led to European operators exploiting their intangible
investments more effectively and therefore improving their intangible capacity.

As defined above, the concept of exploitation covers several components here:

(a) the valorization of intangible investments by the economic operator-users;
(b) the externalization of intangible activities by the economic operator-users;

(c) the organization of intangible activities around the concept of their industrialization by .

the economic operator-suppliers (in particular of externalized services).

6.3.1. Valorization of intangible investments by the economic operator-users

The question of the valorization of intangible investments by operators boils down to
considering whether these operators have derived the maximum benefit from the investments
made or, in other words, whether European enterprises improved their intangible capacity,
especially by adopting the best practices tried and tested on the market, or even developed new
managerial practices on the basis of the intangible investments, as a direct or indirect effect of
the single market. This is a complex question which goes beyond the ambit of this study.

The information gathered from three customer sectors nevertheless allows some light to be
thrown on this question.
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Banking

The majority of the replies given by the operators questioned conclude that the single market
programme has had an impact — direct or indirect — on the exploitation of the intangible
investments, both overall and for each of the key stages in the value-added chain.

At aggregate level, the question was considered through two complementary dimensions: the
impact of the Europeanization of the operators’ strategies on their intangible capacity, and the
level of maximization of the value derived from the investments made. The Europeanization
of firms strategies in particular contributed to the cross-fertilization between units of groups,
as well as to better use of skills, networks and information systems. The exploitation of
investments, for its part, was to a certain extent accelerated by the implementation of the
single market programme. At this level, it should be noted that the development of direct
investment was necessarily accompanied by an apprenticeship in inter-firm cooperation and
therefore redeployment of strategies within the context of a broader market.

As regards the impact on the value-added chain, an indirect effect is stressed by the majority
of operators overall and for the main functions considered, i.e. for:

(@) the development of products or services, with the contribution to the development of
remote banking, insurance products, payment products;

(b) the technical functions, the externalization of ATM networks;

(c) information logistics, the development of integrated information processes and the
reinforcement of the need for coordination of activities with parent companies, as well
as the implementation of on-line information logistics and inter-bank cooperation
networks;

(d) the commercialization, communication and distribution functions, innovations in new
distribution methods, investments in advertising and marketing and the search to project
an image in a European context;

(¢) training and the development of specific skills, the search to improve managerial skills
and network expertise and a redeployment of back office resources to the front office;

(f) transfunctional services through a gradual extension of the range on offer.

Insurance

Overall, the majority of the operators interviewed stressed the impact of the Europeanization
of corporate strategies in the form of better exploitation of their intangible investments. The
impact is generally expressed in functional terms. This impact is shown in particular in the
areas of:

(a) the development of products and services, through a shortening of their life cycle;

(b) the technical functions, through the adaptation of the technologies implemented or the
search for cooperation or links with partners;

(c) information logistics, through generalization of a professional approach;

(d) commercialization, distribution and communication functions, through the
reorganization of networks, recourse to advertising and the search for a European image;

(¢) training of human resources, through the development of specific skills, especially for
the commercial and international management functions;

(f) the transfunctional services used, especially to conduct mergers and acquisitions or
organizational processes adapted to the international context.
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Food industries

For this sector, the start of cross-border movements and mergers and acquisitions was
necessarily accompanied by a revision of the intangible capacity of the operators. At this level,
and as certain recent work has stressed, it is probable that the dynamics of the single market
have been accompanied for operators by a search for greater efficiency of their productive
capacity and an assertion of their European image, in line with the growth in the level of
concentration of the sector (case of processed foodstuffs). As regards human resources,
research has been undertaken into better use of the potential available, as shown by the
increase in training, indicated above. Finally, as shown by the results of the Eurostat survey, a
substantial number of European enterprises questioned (28.5% of the opinions expressed)
indicate that the single market programme had a fairly important to very important impact on
the adoption of ‘lean production’ type methods. Of these, 36% expressed the same point of
view concerning research & development for new products.

Summary

The information above tends to indicate that here, too, the single market programme has had
an essentially indirect influence on the conduct of European operators as regards the
exploitation of intangible investments. This learning effect is naturally not exclusively
attributable to the dynamics of the single market. But the deployment of the operators’
strategies, especially in their ‘external’ dimension (mergers and acquisitions, for example)
contributed to boosting the ‘intangible capacity’ of enterprises. At internal level, to a lesser
extent, the increase in competitive pressure contributed to the implementation of efficient
managerial practices (cf. ‘lean production’ in the food industries).

6.3.2. Externalization of intangible activities by the user sectors

The question of externalization is of interest in so far as this is a major trend of the dynamics
of use of intangible activities by operators, potentially influenced by the dynamics of the single
market programme.

The response to the question of the extent to which the single market programme has
contributed to greater externalization of these intangible activities by operators is at three
levels: the degree of externalization of the user demand sectors (here the banking and
insurance sectors), the growth in externalized activities, and the development of cross-border
trade in services.

Degree of externalization of the intangible activities by user sectors (banking and insurance)

The surveys conducted among European banks and insurance undertakings give indications of
the geographical basis and the criteria for externalization of their intangible activities.

As regards the first factor, national, European and world bases coexist in the banking sector.
Acquisitions of externalized information logistics services are made in a world perspective (at
least for the operators questioned). On the other hand, for the services relating to the other
functions (marketing, on-line data, legal advice services), the procurement basis is mainly
national. For the insurance undertakings questioned, more services are procured on a
European, and even a world basis. The information logistics function also benefits here from a
world procurement basis; this shows its critical nature for financial services. Naturally, these
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replies must take account of the nature of the respondents: they are large, generally
internationalized organizations.

As regards externalization criteria, the quality of the services and the differentiation of the
supply and the price level are the factors most often mentioned. The other criteria suggested,
especially those relating to standardization and certification or the establishment of the
suppliers on a European basis, seem to be of secondary importance, in both banking and
insurance.

This information clearly indicates that information logistics is the main function concerned by
the externalization of intangible activities in an international perspective. It is in fact this
sector which is the subject of the largest facilities management and outsourcing contracts.

The influence of the single market programme on the dynamics of externalization of
intangible activities is not obvious. It can only be indirect in nature. The decisions to
externalize activities are firstly linked to the competitive pressures on the market and, to a
certain extent, to the managerial methods of the time.

Growth in externalized activities

Chapter 5 enabled the overall trends in the components of externalized services to be
indicated. The majority of them showed substantial growth rates well above that of European
GDP. There are therefore dynamics of externalization of services activities, partly linked to the
specific dynamics of the single market.

Development of the EU’s internal trade

Eurostat’s consolidated data clearly indicate that, throughout the period from 1983 to 1993,
there was steady growth in the EU’s external and cross-border trade in business services, with
cross-border trade gathering pace in particular from 1988. Such a trend can be linked directly
to the specific dynamics of the single market programme.

6.3.3. Industrialization of intangible activities by economic operator-suppliers

The stepping up of competitive pressure within customer sectors and the accumulation of their
services experiences have a strong impact on their requirements level in terms of
characteristics of the services supplied. In this context, the services activities are tending to
become ‘industrialized’, or, in other words, to be organized functionally as industry has been
for a long time, with standard products, R&D functions, production, quality and
commercialization and communication. In this respect, the information available, in particular
from the Eurostat Business Survey, shows that the single market has had a real impact.

This is the case in particular for computer services, for which the survey conducted by
Eurostat among 66 companies indicates that the single market programme has had an
important impact on the conditions of production and in particular regarding the
standardization of products and services and the development of innovative processes. In
parallel, this trend has been accompanied by the development of cooperation agreements
between firms.
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The same lessons can be drawn from reading the survey conducted among 441 business
services companies.

In total, the single market programme may be considered to have contributed to better
organization of the European supply of business services and at the same time to
better exploitation by the users of the intangible investments considered.
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7. Conclusion

The European Commission set three objectives for this study:

(a) to identify the channels through which single market integration influences, directly or
indirectly, the level and form of intangible investment;

(b) to analyse the impact of single market integration on the level of intangible investment;

(c) to analyse the impact of single market integration on the exploitation of intangible
investment by operators.

To reply to these questions, an ad hoc methodological framework was developed, integrating
three dimensions:

(a) analysis of the dynamics of the components of intangible investment (research &
development, information systems, advertising, marketing, training, development of
specific skills, etc.) considered in a macroeconomic and a strategic perspective;

(b) the assessment of the impact of the single market programme on three demand sectors
(banking, insurance and food industries);

(c) analysis of the dynamics of growth of all externalized services, in connection with the
single market programme.

The main conclusions are drawn for each of the three objectives considered.

7.1. There are several channels through which the single market programme
influences the level and form of intangible investment

The information gathered for the purposes of this study, summarized in Chapter 6, has enabled
the existence to be shown of various chains constituting the dynamics of influence of the
single market programme. Six elements in particular were considered as integral parts of these
chains:

(a) the specific policy measures,

(b) the overall dynamics of the single market programme,

(c) the strategic moves of the players,

(d) the overall redeployment of resources by the operators,

() the restructuring of the functions of the value chain of the operators,
(f) finally, intangible investment as a lever for competitiveness.

The information assessed in this study, together with the results of previous or parallel work
on the single market programme, shows that the concept of a ‘channel’ must be considered
as a set of interdependent chains, far more than as a causal, linear relationship between
one or more decisions under the single market programme and the operators’
investment decisions.

At this level, particular consideration must be given to three conclusions:

(@) The impact of the single market programme is attributable above all to its overall
dynamics. It is these dynamics which influence the behaviour of the players as investors
in intangible assets and as suppliers of externalized services.
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(b) The strategic moves of the players are at the heart of the process of influence of the
single market and constitute its hub. The development of direct cross-border investment
illustrates the central nature of these dynamics.

(c) Intangible investment by operators appears to be influenced indirectly by a number of
causal chains. The assessment does not, however, allow it to be asserted that these
are triggering factors.

7.2. The impact of the single market programme on the level of intangible investment
of the operators considered is essentially indirect

Analysis of the impact of the single market programme on the level of exploitation of the
intangible investments was conducted on the basis of three complementary assessments; the
macroeconomic trend in intangible investments (R&D expenditure, technology payments,
advertising expenditure, expenditure on education and software expenditure); the impact on
the level of investment of the three demand sectors considered; and the overall trend in the
level of activity of the externalized services.

In total, the assessment conducted showed that the single market programme has had an
essentially indirect influence on the level of intangible investments.

Analysis of the macroeconomic data at first glance shows a satisfactory trend in the overall
level of investment of the EU compared to the USA and Japan over the period from 1985 to
1992 as a whole (which masks a lesser effort on aggregates such as R&D). The real impact of
the single market programme on this trend can be considered as indirect, although it is not
possible to measure it precisely.

The analysis conducted shows significant differences between the three demand sectors
considered. The developments in banking and insurance appear to be broadly similar, with a
predominance of investments in product development, information logistics, distribution and
human resources. This must be stressed all the more as these investments are considered to be
critical by the operators. In terms of dynamics, banking is likely to be particularly concerned
by the advent of the single currency. The food industries seem concerned more by the
investments relating to image-building and advertising, in the context of a more concentrated
market.

Externalized services experienced strong growth on the whole, partly linked to the dynamics
of the single market. '

7.3. The single market programme indirectly boosted the exploitation of intangible
investments by the operators considered

The impact of the single market programme on the exploitation of intangible investments by
operators was analysed at three levels: the valorization of these investments by the banking,
insurance and food industry operators, externalization of these activities by these same
operators and the industrialization of externalized services activities.

As regards valorization, the information available indicates that the dynamics of the single
market have contributed to reinforcing the intangible capacity of enterprises, here, too,
indirectly. This learning effect is naturally not exclusively attributable to the single market, but
the latter made a contribution through its influence on the deployment of the players’
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strategies, especially in their ‘external’ dimension (mergers and acquisitions, cross-border
investments).

As regards the externalization of intangible activities, the information available shows a
differentiation of the activities in terms of growth, level of externalization and geographical
basis of procurement. At this level, the development of cross-border trade illustrates the
influence of the single market programme on a certain externalization of these activities.

Finally, concerning the industrialization of these activities, the available information
(especially the Eurostat survey) provides evidence of the existence of a real impact of the
single market programme on the supply of externalized services, in terms of development of
standard products, organization of production and development of cooperation between firms.

7.4. Subjects to be examined in greater depth

Although the study was able to throw light on the question of the impact of the single market
programme on the level and exploitation of intangible investments, a series of points emerged
while it was being conducted which are worth looking at in more detail. This is especially true
as intangible investment is an essential lever for European competitiveness. As stipulated in its
terms of reference, the study ‘should present in its conclusions any remaining issues which
could be addressed in the future and which could be identified from the above analysis’. The
following issues are therefore suggested for more detailed examination.

7.4.1. Definitions

The review of the literature and recent work on intangible investments shows a wide variety of
approaches (accounting, macroeconomic, strategic, etc.). A detailed stripping down of these
~approaches is desirable with a view to proposing a typology, depending on the context and
objectives of decisions (strategic, operational, etc.).

7.4.2. Measurement of intangible items

The lack of data on intangible items is a major methodological obstacle, especially for this
study. For this reason, we recommend that greater consideration be given to the question of
measuring intangible items, for example by conducting pilot studies on specific industrial or
services sectors.

7.4.3. The question of the missing link

The quantitative data used for this study show the situation to be relatively satisfactory in the
European Union, compared to the USA and Japan. However, the question remains unanswered
of whether there is in fact a missing link between intangible investments considered as a
whole and industrial competitiveness.

7.4.4. Training, learning and human capital

The question of human resources is at the heart of the question of intangible investments. One
of the difficulties at this level is the measurement of the training expenses at European level
and, more generally, of the return on the investment resulting from the development of
specific skills. We consider it helpful to examine this issue in greater depth.
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7.4.5. Externalized services

The development of competitive externalized services is an essential component of the
competitiveness of the European economy. A detailed analysis of this question seems
necessary to us at two levels: the externalization of intangible activities and their
‘industrialization’.

7.4.6. Standardization

This question complements the previous one. It is a matter of assessing the impact of
European standardization in the field of externalized services on the development of these
services.

7.4.7. The obstacles to intangible investment

The majority of the components of intangible investment are considered as current ‘expenses’
under the present accounting practices. The treatment of the impact of these practices on
boosting intangible investments, and more generally the more detailed examination of the
question of obstacles to intangible investment in the context of the single market, are useful, in
our opinion.

7.4.8. The impact of Economic and Monetary Union

The information assessed in this study has shown that the prospect of Economic and Monetary
Union is not neutral for operators, especially in the banking and insurance sectors, from the
point of view of the level and exploitation of intangible investments. However, there are no
quantitative and qualitative data available at present capable of contributing to an assessment
of this impact. We recommend examining this question in more detail, especially through
consolidation at European level of the quantitative data and an assessment of the probable
impact of the single currency on the ‘intangible capacity’ of enterprises.

Ny
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APPENDIX A -
Extracts from the Eurostat Business Survey
A. NACE 15: Food products and beverages'”’
Table A.1.  The single market’s impact on your firm (%)
Positive No Negative Don’t
impact impact impact know
Harmonization of technical regulations and/or standards 35 44 9 12
Mutual recognition of technical regulations and/or standards 30 48 8 15
Conformity assessment procedures 24 52 6 19
Simplified patenting procedures 12 66 1 21
The opening-up of public procurement 10 72 2 16
The elimination of customs documentation 59 29 4 7
Deregulation of freight transport 42 45 2 10
The elimination of delays at frontiers 60 31 3 7
The change in VAT procedures for intra-EU sales 32 44 13 11
The liberalization of capital movements 20 64 4 13
Double taxation agreements 15 39 3 23
Source: Eurostat.
Table A.2.  The single market’s impact on your company’s operations (%)
Positive No Negative Don’t
impact impact impact know
Sales to the domestic market 14 63 19 4
Sales to other EU countries 28 61 5 6
Sales to non-EU countries 10 76 4 10
Productivity 13 73 8 7
Profitability 13 63 19
Employment 6 77 12

Source: Eurostat.

127 EU 12: results weighted by the number of firms.
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Table A.3.  The single market’s importance to development of strategy (%) ‘
. Very Quite Not Don’t 1
Products and services important important important know
Products standardization 14 18 41 27
Products specialization 14 21 37 28
Pricing 12 23 41 23
Research and development of new products 9 25 39 27
Capacity of existing national production 11 22 38 30
Number of existing production plants 5 10 41 44
Establishment of plants in other EU states 10 42 46
Lean production methods 21 35 38
. S . Very Quite Not Don’t
Marketing and distribution important important important know
Penetration of markets in other EU states 13 25 35 27
Advertising in other EU states 13 52 32
Distribution networks in other EU markets 16 46 32
Pan-European labelling 11 26 37 27
. Very Quite Not Don’t
Sourcmg important important important know
Purchase of raw materials from other EU markets 12 24 40 23
Purchase of components from other EU markets 15 46 32
Purchase of business services from other EU markets 57 35
Purchase of financial services from other EU markets 53 38
. sls . . Very Quite Not Don’t
Acquisition, cooperation, ownership important | important | important know
(Direct) Investment in other companies 1 6 44 48
(Direct) Investment from other companies 2 6 45 46
Cooperation agreements with other companies 3 10 38 49

Source: Eurostat.
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Table A4.  Any change in competition levels in the domestic market (%)
Number of ¢ omp etitors Increase No change Decrease
Domestically owned firms 24 61 15
Other EU firms 46 51 3
Non-EU firms 18 79
Price competition Increase No change Decrease
Domestically owned firms 54 41 5
Other EU firms 45 50 5
Non-EU firms 20 75 5
Quality competition Increase No change Decrease
Domestically owned firms 34 59 7
Other EU firms 29 67 4
Non-EU firms 14 83 3
Source: Eurostat.
Table A.5. Importance in changing unit costs (%)
Very Quite Not Don’t

important important important know
Production process costs 9 14 35 42
Testing and certification 8 10 40 42
Distribution costs (including transport) 6 18 35 41
Marketing costs 4 15 39 41
Costs of raw materials 14 15 30 42
Banking costs 3 9 47 41
Insurance costs 8 49 41
Other cost sources 2 24 71

Source: Eurostat.
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Table A.6. Single market legislation as it affects your own firm or sector (%)

Agree No opinion Disagree
The single market programme has been a success for your firm 34 38 28
The single market programme has been a success for your sector in your 24 39 36
country
The single market programme has been a success for your sector in the EU 30 51 19
The single market programme has been successful in eliminating obstacles to 46 36 18
EU trade in your sector
The single market programme has been successful in creating a genuine single 12 60 28
market in your sector _
Additional measures are needed to eliminate obstacles to EU trade 31 29 10
Additional measures are needed in this sector to create a genuine single 31 61 9
market

Source: Eurostat.
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B. NACE 72: Computer and related services!?
Table B.1.  The single market’s impact on your firm (%)
Positive No Negative Don’t
impact impact impact know
Harmonization of licensing/authorization requirements 8 86 3 4
in EU
Recognition of licences/authorizations in other EU states 8 88 1 3
Measures to facilitate cross-border operations into other EU 18 77 2 2
states
Measures to facilitate physical establishment in other EU 8 90 0 2
states
The opening-up of public procurement 7 79 10
The liberalization of capital movements 9 89 2
Double taxation agreements 9 88 3
Source: Eurostat.
Table B.2.  The single market’s impact on your company’s operations (%)
Positive No Negative Don’t
impact impact impact know
Sales to the domestic market 16 69 4 - 11
Sales to other EU countries 17 80 0 3
Sales to non-EU countries 1 93 0 6
Productivity 7 88 3 2
Profitability 14 81 3 3
Employment 11 84 3 2

Source: Eurostat.

128

Number of enterprises in sample: 66. EU 12 less Germany: results weighted by the number of firms.
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Table B.3.  The single market’s importance to development of strategy (%)

. Very Quite Not Don’t
Products and services important important important know
More standardized products/services 19 8 33 30
More specialized products/services 18 18 37 26
Pricing 12 18 40 31
Development of new products/services 22 21 - 30 27
Efficiency in the provision of new products/services 14 16 37 33
. s e . Very Quite Not Don’t
Marketing and distribution important important important know
Increase of cross-border provision of services to other EU 9 12 41 37
states
Establishment of operations in other EU states 14 11 34 40
Distribution networks in other EU markets 9 14 34 43
Advertising in other EU states 4 11 41 43
. Very Quite Not Don’t
Sourcmg important important important know
Purchase of business services from other EU markets 9 17 34 39
Purchase of financial services from other EU markets 4 7 42 46
s as . . Very Quite Not Don’t
Acquisition, cooperation, ownership important | important | important know
(Direct) Investment in other companies 9 6 38 48
(Direct) Investment from other companies 9 6 33 52
Cooperation agreements with other companies 12 11 35 42

Source: Eurostat.
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Table B.4.  Any change in competition levels in the domestic market (%)
Number of ¢ omp etitors Increase No change Decrease
Domestically owned firms 32 55 13
Other EU firms 37 63
Non-EU firms 10 89
Price compe tition Increase No change Decrease
Domestically owned firms 38 55
Other EU firms 24 74
Non-EU firms 11 87
Quality competition Increase | Nochange | Decrease
Domestically owned firms 25 62 13
Other EU firms 24 72
Non-EU firms 13 87
Source: Eurostat.
Table B.5.  Single market legislation as it affects your own firm or sector (%)

Agree No opinion Disagree
The single market programme has been a success for your firm 17 66 17
The single market programme has been a success for your sector in your 15 72 13
country
The single market programme has been a success for your sector in the EU 17 75 7
The single market programme has been successful in eliminating obstacles to 31 59 11
EU trade in your sector
The single market programme has been successful in creating a genuine single 9 58 33
market in your sector
Additional measures are needed to eliminate obstacles to EU trade 22 68 10
Additional measures are needed in this sector to create a genuine single 22 65 13

market

Source: Eurostat.
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C. NACE 74: Other business services'?’

Table C.1.  The single market’s impact on your firm (%)
Positive No Negative Don’t
impact impact impact know
Harmonization of licensing/authorization requirements 7 77 5 11
in EU
Recognition of licences/authorizations in other EU states 8 79 4
Measures to facilitate cross-border operations into other EU 17 75
states
Measures to facilitate physical establishment in other EU 9 81 1 10
states
The opening-up of public procurement 7 79 9
The liberalization of capital movements 10 81
Double taxation agreements 8 79 11
Source: Eurostat.
Table C.2.  The single market’s impact on your company’s operations (%)
Positive No Negative Don’t
impact impact impact know
Sales to the domestic market 5 83 6 7
Sales to other EU countries 11 80 2 8
Sales to non-EU countries 3 89 1 7
Productivity 4 85 5 6
Profitability 4 79 11 6
Employment 7 79 8 6

Source: Eurostat.

129

Number of enterprises in sample: 441. EU 12 less Germany: results weighted by the number of firms.
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Table C.3. The single market’s importance to development of strategy (%)
. Very Quite Not Don’t
Products and services important important important know
More standardized products/services 3 18 39 40
More specialized products/services 3 15 43 39
Pricing 3 13 46 38
Development of new products/services 5 17 43 35
Efficiency in the provision of new products/services 6 13 46 35
. . 4 . Very Quite Not Don’t
Marketing and distribution important important important know
Increase of cross-border provision of services to other EU 3 10 42 45
states
Establishment of operations in other EU states 2 39 49
Distribution networks in other EU markets 2 41 48
Advertising in other EU states 45 46
. Very Quite Not Don’t
Sourcing important important important know
Purchase of business services from other EU markets 3 43 47
Purchase of financial services from other EU markets 3 42 49
o sis . . Yery Quite Not Don’t
Acquisition, cooperation, ownership important | important | important Know
{Direct) Investment in other companies 36 55
(Direct) Investment from other companies 34 57
Cooperation agreements with other companies 3 32 56

Source: Eurostat,
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Table C.4.  Any change in competition levels in the domestic market (%)

. No ch
Number of competitors Increase o change Decrease
Domestically owned firms 36 61 3
Other EU firms 19 79 2
Non-EU firms 10 87 3
Price com P etition Increase No change Decrease
Domestically owned firms 46 53
Other EU firms 18 80
Non-EU firms 11 85
Qu ality co mpetition Increase No change Decrease
Domestically owned firms 27 66 6
Other EU firms 13 82 5
Non-EU firms 7 89 4

Source: Eurostat.

Table C.5.  Single market legislation as it affects your own firm or sector (%)

Agree No opinion Disagree
The single market programme has been a success for your firm 9 64 27
The single market programme has been a success for your sector in your 8 63 29
country
The single market programme has been a success for your sector in the EU 10 71 19
The single market programme has been successful in eliminating obstacles to 16 66 18
EU trade in your sector
The single market programme has been successful in creating a genuine single 4 60 36
market in your sector
Additional measures are needed to eliminate obstacles to EU trade 17 79 5
Additional measures are needed in this sector to create a genuine single 14 80 6

market

Source: Eurostat.
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D. NACE 65; Financial intermediation’’

Table D.1.  The single market’s impact on your firm (%)
Positive No Negative Don’t
impact impact impact know
Harmonization of licensing/authorization requirements in EU 13 79 1 7
Recognition of licences/authorizations in other EU states 17 79 1 4
Measures to facilitate cross-border operations into other EU 32 66 0 2
states
Measures to facilitate physical establishment in other EU 9 78 1 12
states
The opening-up of public procurement 6 76 0 17
The liberalization of capital movements 26 59 0 14
Double taxation agreements 8 79 2 11
Source: Eurostat.
Table D.2.  The single market’s impact on your company’s operations (%)
Positive No Negative Don’t
impact impact impact know
Sales to the domestic market i1 80 7 2
Sales to other EU countries 4 89 1 6
Sales to non-EU countries 1 89 0 10
Productivity 7 88 3 2
Profitability 7 87 5 1
Employment 4 92 3 1

Source: Eurostat.

130

Number of enterprises in sample: 171. EU 12 less Germany: results weighted by the number of firms.
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Table D.3.  The single market’s importance to development of strategy (%)

. Very Quite Not Don’t
Products and services important important important know
More standardized products/services 12 8 47 33
More specialized products/services 3 20 49 29
Pricing 10 10 53 27
Development of new products/services 20 51 24
Efficiency in the provision of new products/services 19 45 31
. .« 4 . Very Quite Not Don’t
Marketmg and distribution important important important know
Increase of cross-border provision of services to other EU 2 7 45 45
states
Establishment of operations in other EU states 0 7 53 40
Distribution networks in other EU markets 2 6 44 48
Advertising in other EU states 7 42 48
. Very Quite Not Don’t
Sourcmg important important important know
Purchase of business services from other EU markets 2 5 44 49
Purchase of financial services from other EU markets 2 6 42 50
< oele . . Very Quite Not Don’t
Acquisition, cooperation, ownership important | important | important know
(Direct) Investment in other companies 0 41 51
(Direct) Investment from other companies 2 40 51
Cooperation agreements with other companies 10 39 50

Source: Eurostat.
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Table D.4.  Any change in competition levels in the domestic market (%)
Number of ¢ omp etitors Increase No change Decrease
Domestically owned firms 16 68 16
Other EU firms 31 66 3
Non-EU firms 4 93 3
Price competi tion Increase No change Decrease
Domestically owned firms 20 78
Other EU firms 15 83
Non-EU firms 4 95

. " h D
Quality competition Increase No change ecrease
Domestically owned firms 20 78 2
Other EU firms 11 88 2
Non-EU firms 7 91 2
Source: Eurostat.
Table D.5.  Single market legislation as it affects your own firm or sector (%)

Agree No opinion Disagree

The single market programme has been a success for your firm 21 54 24
The single market programme has been a success for your sector in your 22 63 16
country
The single market programme has been a success for your sector in the EU 26 60 14
The single market programme has been successful in eliminating obstacles to 23 63 13
EU trade in your sector
The single market programme has been successful in creating a genuine single 5 69 26
market in your sector
Additional measures are needed to eliminate obstacles to EU trade 17 78 5
Additional measures are needed in this sector to create a genuine single 12 80 8
market

Source: Eurostat.
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E. NACE 66 and 67: Insurance'*!

Table E.1.  The single market’s impact on your firm (%)

Positive No Negative Don’t

impact impact impact know
Harmonization of licensing/authorization requirements in EU 21 60 4 15
Recognition of licences/authorizations in other EU states 20 65 1 14
Measures to facilitate cross-border operations into other EU 16 66 2 15
states
Measures to facilitate physical establishment in other EU 7 77 1 16
states
The opening-up of public procurement 6 72 4 18
The liberalization of capital movements 23 61 13
Double taxation agreements 14 66 20
Source: Eurostat.
Table E.2.  The single market’s impact on your company’s operations (%)

Positive No Negative Don’t

impact impact impact know
Sales to the domestic market 16 61 8 15
Sales to other EU countries 73 1 17
Sales to non-EU countries 80 0 18
Productivity 76 2 13
Profitability 11 69 7 13
Employment 3 79 4 13

Source: Eurostat.

131

Number of enterprises in sample: 157. EU 12 less Germany: results weighted by the number of firms.
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Table E.3.  The single market’s importance to development of strategy (%)
. Very Quite Not Don’t
Products and services important important important know
More standardized products/services 4 16 54 26
More specialized products/services 12 10 55 23
Pricing 4 18 55 23
Development of new products/services 10 19 48 23
Efficiency in the provision of new products/services 10 15 47 27
. . 4. . Very Quite Not Don’t
Marketing and distribution important important important know
Increase of cross-border provision of services to other EU 4 8 55 32
states
Establishment of operations in other EU states 1 12 53 34
Distribution networks in other EU markets 12 53 33
Advertising in other EU states 10 57 34
. Very Quite Not Don’t
Sourcmg important important important know
Purchase of business services from other EU markets 1 10 56 33
Purchase of financial services from other EU markets 7 6 52 34
s ege . . Very Quite Not Don’t
Acquisition, cooperation, ownership important | important | important know
(Direct) Investment in other companies 1 11 53 35
(Direct) Investment from other companies 12 50 34
Cooperation agreements with other companies 12 49 35

Source: Eurostat.
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Table E4. Any change in competition levels in the domestic market (%)

Number of ¢ omp etitors Increase No change Decrease
Domestically owned firms 48 43

Other EU firms 42 54

Non-EU firms 9 86

Price compe tition Increase No change Decrease
Domestically owned firms 52 46

Other EU firms 41 57

Non-EU firms 14 84

Quality competition Increase No change Decrease
Domestically owned firms 51 48 1
Other EU firms 38 61 1
Non-EU firms 11 86 3

Source: Eurostat.

Table E.5.  Single market legislation as it affects your own firm or sector (%)

Agree No opinion Disagree
The single market programme has been a success for your firm 17 67 16
The single market programme has been a success for your sector in your 24 52 25
country
The single market programme has been a success for your sector in the EU 28 33 20
The single market programme has been successful in eliminating obstacles to 35 41 24
EU trade in your sector
The single market programme has been successful in creating a genuine single 10 49 40
market in your sector
Additional measures are needed to eliminate obstacles to EU trade 23 69 8
Additional measures are needed in this sector to create a genuine single 26 66 8

market

Source: Eurostat.
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APPENDIX B

Questionnaires used

B.1. Insurance questionnaire
B.2. Agro-food industry questionnaire
B.3. Services questionnaire
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R.C.S. Conseil has been assigned by the European Commission to carry out the present study
on ‘the consequences of Internal market integration for the level and exploitation of intangible
investments’ by European companies.

‘Intangible investment’ is defined here in a broad sense; it includes, among other things,
expenditure on the following items: Development of products and services, Information
Systems (including software), Commercial (marketing, advertising) and Education,
Development of organisational competences and capabilities, enhancement of quality of
products and services (table 1, page 3).

The study encompasses an overall analysis of intangible investments in Europe. It also
includes a survey limited to the main players for identified sectors of activities where, on the
one hand, intangible investments constitute or could constitute a critical issue, and where, on
the other hand, policy measures related to Internal Market integration are supposed or
expected to have an impact.

The enclosed questionnaire covers the main points of this survey. It does not aim to assess
your specific activities, but exclusively to elicit a global overview of the situation in Europe,
in order to formulate recommendations to the European Commission on possible policy
measures with respect to the completion of the Internal Market.

Data and points of view collected will be treated as confidential. They will not be transferred
as such to any third party, including the European Commission, or used for other aims than
those of the present study.

Each of the companies contributing to the survey will be entitled to feedback from the study in
the form of a Report presenting the main elements of intangible investments and their
contribution to competitiveness, in relation to Internal Market integration.

The following questions are expressed in overall terms (at the level of the whole company or
sector of activity), as well as at the level of the main functions of the value-added chain of the
Insurance industry: Development of products and services, Policy administration, Claims
management, Collection of premiums, Information logistics, Commercialisation, Distribution
and Communication, Human resources, organisation, competences and capabilities, etc.
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Table 1

The main items of intangible investments considered for the study
and their related functions of the value-added chain of the Insurance sector

R.C.S. Conseil
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1 - Company and interviewed person(s) identification

Name of the person(s) interviewed Position (s)

..............................................................................................

................................................................................................................................

1993 1994 1995

* Overall turnover (premium written life and non-life)*  ------------

* Overall employment e

* Please specify the currency and the amount of units used.

2 - Could you characterise the overall development of your activities over the period 1993-
1995, in terms of growth, internationalisation, diversification of clients, etc.?

* Growth

o Internationalisation (Europeanisation) of activities (penetration of external markets)

* Diversification of clients (penetration of new clients)
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3 - More specifically, could you indicate how your activities have developed over the last
three years in terms of creation of branches, subsidiaries, distributors, outside your domestic
market (if any)?

4 - As far as your competitive position is concerned, could you characterise the present
competitive scope of your activities (national, Furopean or global )?

Your activities’ dominant scope

O national

O European (European Union)

O Global

Breakdown of your 1995 turnover (in %)

» domestic market

» European Union (excluding domestic market)

* other (please specify)
Total e

5 - With regard to the criteria for external procurement, could you indicate, among the
following factors, which you consider as important for a greater use of external intangible
activities (outsourced services) by your company?

Please check the most important items in your point of view, please rate the selected items as follows:
Jrom 1 =low to 5 = high.

Criteria Rating

price e
differentiation of services
qualityofsuppy e
normalisation of supply (type [SO9000)
quality certification (for instance, by professional organisations) = eeeeeeeeemeee-
implementation of suppliers’ distribution networks ~~ cmeeeeeeeeees
supply of services on a Europeanscale e

Others (please specify)
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6 - Among these components of intangible investments, which do you consider most critical
for your competitiveness? And, among the items subject to an external sourcing, could you

indicate your main procurement basis?

Please check the corresponding box

Key functions and related fields
of intangible investments

Level of crucial
importance per field

Your main
procurement basis
for intangible items

(only for those

5 || mainly outsourced,

as suggested
hereafter)

World
-wide
basis

Natio{ Euro-
nal | pean
basis

Product Development

 + Development of products and services

Policy Administration

* Increasing policy administration systems and operating tools

» Improving quality and productivity of policy administration
systems and tools

ool |4

Oojg

Oojg

0ig

O
]
0

Claims Management

* Increasing claims systems and capabilities

» Improving quality and productivity of claims systems and
capabilities

Oo|o

Ojg

Oojo

ojo

Collection of Premiums

» Increasing premiums collection systems and capabilities

* Improving quality and productivity of premiums collection
systems and capabilities

Ojg

(mlim

oo

O
O

Information Logistics

* Increasing information systems (software) and telecoms
networks capacities

a

a

O

[}

* Improving quality and productivity of information systems
and telecoms networks

O

O

a

O

O

Commercialisation, Distribution and Communication

* Market research

« Distribution channels and networks

* Advertising

*» Corporate communication (for image building)

» Access to external electronic information (on-line data, etc.)

Human Resources, Organisation and Competences

* Human resources education and training

* Organisational restructuring and development

* Specific competences and capabilities development

Transfunctional Support Services

* Management consulting services

» Legal services (including for mergers and acquisitions)
» Accounting services

o(ojgy (O|Ojg| (gojogon

O|o|0ay |(Ojojo| |(Ojo0jo|c

o|0|g| |O|00) |Oogoojn

o|oig) (ogno) (Ojono0n

O|oj0a) |OjOoj0| (O)j0(0|ajo
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7 - The Internal Market programme has defined specific policy measures designed to
encourage the broadening of the competitive scope of European companies and therefore the
reinforcement of their competitiveness in the market-place. Some of these measures are
dedicated to your sector of activities (e.g. directives on the Insurance sector), whereas others
have a horizontal scope (norms, free movement of services, etc.). In your opinion; among all
these measures, which are those that had or could have a direct or indirect impact on the
overall level of intangible investments of your company? Could you also specify the nature of
this impact?

Policy measures with a direct or indirect impact Nature of the impact on your company’s
overall level of intangible investment

o Policy measures with a direct impact:

e Policy measures with an indirect impact:
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8 - Could you specify the nature of the direct or indirect impact on intangible investment, for
the main concerned functions of your company’s value-added chain?

Nature of the impact on the level of your company’s intangible investment
Jor specific functions or items

Development of products and services:

Technical functions (Policy administration, Collection of premiums, Claims management):

Information logistics: software and telecommunication networks, Management
Information systems:
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8 - (continued) Could you specify the nature of the direct or indirect impact on intangible
investment for the main functions of your company’s value-added chain?

Nature of the impact on the level of your company’s intangible investment
Jor the main functions or items

Commercialisation, distribution and communication (market research, data on-line, advertising
services ,etc.):

Human resources training, organisation and competences development:

Transfunctional supporting services (consulting services, accounting services, legal services,
etc.):
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9 - Could you indicate the impact on your intangible investments of the Europeanisation of
the insurance sector’s market strategies?

10 - In other words, would you say that the implementation of the Internal Market programme

has led to better use of intangible investments by the European insurance sector (for instance,
via better use of commercial and information available from external sources, either on a

European or world-wide scale, or the development of specific competences)?

11 - In a mid-term perspective (1996-2000), and notably by taking into account the single

currency (Euro) perspective, could you describe, in few words, what should be the impact of
the Internal Market achievement on your company resources allocation, specifically with

regards to intangible investments?
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12 - With all these elements in mind, in your opinion, what should be the further policy
measures of Internal Market integration that should be considered by the European
Community, in order to help you to achieve your intangible investments priorities for the next
five years?

Comments
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13 - Finally, what is your best estimate for your 1994 expenditure by type of intangible
investment per function of the value-added chain (and if possible for the main items that
benefited from a resource allocation)? Could you also indicate the 1992-1994 average growth

for these investments?

-> This question should be answered only if data are available off-the-shelf

Items of intangible investment

Expenditure*

Level of growth for the
main items over the period
1993-1995

Development of Products and Services

Development of products and services

Technical Functions
(policy administration, claims management, collection of premiums)

Increasing technical functions systems and operating tools

Improving quality and productivity of technical functions systems

Information Logistics

Information (software) systems and networks

Signif. Stable | Signif.

increase decrease

O O a

O O O

a
O
O

Telecommunications networks expenditures

Commercialisation, Distribution and Communication

Market research

O
O
O

Advertising

Corporate communication (for image building)

Access to electronic information (on-line data, etc.)

Human Resources, Organisation and Competences

Human resources training and development

Organisational restructuring and development

Specific competences and capabilities development

Transfunctional Support Services

Management consulting services

ojajojo
a{ao|gojo
ojojalo

Legal services (including for mergers and acquisitions)

Accounting services

TOTAL

* Please specify the currency used.

Comments




202 Intangible investments

European Commission
Directorate-General XV

Internal Market and Financial Services |

Study on

‘The consequences of Internal Market integration

for the level and exploitation

of intangible investments’

Questionnaire
for the
Agro-food Industry

March 1996




Appendix B: Questionnaires used 203

R.C.S. Conseil has been assigned by the European Commission to carry out the present study
on ‘the consequences of Internal market integration for the level and exploitation of intangible
investments’ by European companies.

‘Intangible investment’ is defined here in a broad sense; it includes, among other things,
expenditure on the following items: Research and Development, Information Systems
(including software), Commercial (marketing, advertising) and Education, Development of
organisational competences and capabilities, enhancement of quality of products and services
(table 1, page 3).

The study encompasses an overall analysis of intangible investments in Europe. It also
includes a survey limited to the main players for identified sectors of activities where, on the
one hand, intangible investments constitute or could constitute a critical issue, and where, on
the other hand, policy measures related to Internal Market integration are supposed or
expected to have an impact. Agro-food industry is one of these sectors.

The enclosed questionnaire covers the main points of this survey. It does not aim to assess
your specific activities, but exclusively to elicit a global overview of the situation in Europe,
in order to formulate recommendations to the European Commission on possible policy
measures with respect to the completion of the Internal Market.

Data and points of view collected will be treated as confidential. They will not be transferred
as such to any third party, including the European Commission, or used for other aims than
those of the present study.

Each of the companies contributing to the survey will be entitled to feedback from the study in
the form of a report presenting the main elements of intangible investments and their
contribution to competitiveness, in relation to Internal Market integration.

The following questions are expressed in overall terms (at the level of the whole company or
sector of activity), as well as at the level of the main functions of the value-added chain:
Research & Development, Production, Logistics, Commercialisation, Distribution and
communication, Human resources, Organisation, competences and capabilities, etc.
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Table 1

The main items of intangible investments considered for the study
and their related functions of the value-added chain of the Agro-food Industry

:Researc . Deve C

R.C.S. Conseil
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1 - Company and interviewed person(s) identification

Name of the person(s) interviewed Position (s)

..............................................................................................

..............................................................................................

1993 1994 1995

s Overall turnover (premium written life and non-life)* = --------euee

* Overall employment e

* Please specify the currency and the amount of units used.

2 - Could you indicate how your activities have developed over the last three years (1993-
1995) in terms of creation of branches, subsidiaries, distributors, outside your domestic market
(if any)?
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3 - As far as your competitive position is concerned, could you characterise the present
competitive scope of your activities (national, European or global)?

Your activities’ dominant scope

O national

O European (European Union)

0 Global

Breakdown of your 1995 turnover (in %)

+ domestic market

» European Union (excluding domestic market)

» other (please specify)
Total o

4 - The Internal Market programme has defined specific policy measures designed to
encourage the broadening of the competitive scope of European companies and therefore the
reinforcement of their competitiveness in the market place. Some of these measures are
dedicated to your sector of activities (e.g. directives on the agro-food sector), whereas others
have a horizontal scope (norms, free movement of services, etc.). In your opinion, among all
these measures, which are those that had or could have a direct or indirect impact on the
overall level of intangible investments of your company? Could you also specify the nature of
this impact?

Policy measures with a direct or indirect impact Nature of the impact on your company’s
overall level of intangible investment

e Policy measures with a direct impact:

* Policy measures with an indirect impact:
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5 - Could you specify the nature of the direct or indirect impact on intangible investment for
the main concerned functions of your company’s value-added chain?

Nature of the impact on the level of your company’s intangible investment
Jor specific functions or items, and its related policy measures

Research and development:

Production:

Logistics (procurement, software and telecommunications networks):
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5 - (continued) Could you specify the nature of the direct or indirect impact on intangible
investment for the main concerned functions of your company’s value-added chain?

Nature of the impact on the level of your company’s intangible investment
Jor the main functions or items

Commercialisation, distribution and communication:

Human resources training, organisation and competences development:

Transfunctional supporting services (consulting services, legal services, etc.):
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6 - More generally, could you indicate the impact on your intangible investment of the
development of European agro-food sector’s cross-border investments?

7 - In other words, would you say that the implementation of the Internal Market programme
has led to better use of intangible investments by the European agro-food sector (for instance,
via better use of commercial and information available from external sources, either on a
European or world-wide scale, or the development of specific competences)?

8 - With regards to intangible resources mobility, what impact of the Internal Market has
already registered on human resources mobility (for instance, on researchers, executives, and

services providers mobility)?
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9 - In the field of R&D and technology, could you describe the impact of the Internal Market
on R&D cooperative agreements in your sector of activities (for instance, have alliances,
mergers and acquisitions led to restructuring, redeployment, decrease or on the contrary to an
increase in companies’ R&D and technological effort)?

10 - In a mid-term perspective (1996-2000), and notably by taking into account the single
currency (Euro) perspective, could you describe, in few words, what should be the impact of
the Internal Market achievement on your company resources allocation, specifically with
regards to intangible investments?
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11 - With all these elements in mind, in your opinion, what should be the further policy
measures of Internal Market integration that should be considered by the European
Community, in order to help you to achieve your main intangible investments priorities?

12 - With regards to the criteria for external procurement, could you indicate, among the
following factors, which are those that you consider as important for a greater use of external
intangible activities by your company?

Please check the most important items in your point of view. Please rate the selected criteria as
Jollows: 1 = low; 5 = high.

Criteria Rating

price e
differentiation of services e
qualityofsuppy e
normalisation of supply (type ISO 9000) e
quality certification (for instance, by professional organisations) ~ =mmmemmmmeeee-
implementation of suppliers’ distribution networks ~ -esmeeeeeeeee
supply of services on a Europeanscale ~ =eeeeeeeeeeee

Others (please specify)
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13 - Among these components of intangible investments, which do you consider most critical
for your competitiveness? And, among the items subject to an external sourcing, could you

indicate your main procurement basis?

Please check the corresponding boxes

Key functions and related fields of intangible
investments

Level of crucial

importance per field

Your main
procurement basis
for intangible items
(only for those
mainly outsourced,
as suggested
hereafter)

Natio{ Euro-

nal

pean
basis

World
-wide
basis

Product Development

* Development of products and services

» Technology acquisition

Production

* Increasing production systems and operating tools

* Improving quality and productivity of production systems and
tools

* Search for competitive outsourcing capabilities

Logistics

» Improving procurement systems and capabilities

» Increasing information systems (software) and telecoms
networks capacities

* Improving quality and productivity of information systems
and telecoms networks

O] oo g g (Oong
o] Ogf O oo (Oog

O Ogf (O oO;l o0
oy oo (O oo (Og

aof OO (O Olgl (0o

Commercialisation, Distribution and Communication

» Market research

* Distribution channels and networks

* Advertising

* Corporate communication (for image building)

* Access to external electronic information (on-line data, etc.)

Human Resources, Organisation and Competences

* Human resources education and training _

* Organisational restructuring and development

* Specific competences and capabilities development

Transfunctional Support Services

* Management consulting services

» Legal services (including for mergers and acquisitions)

* Accounting services

O{o|op |O(Ojo) |Ojo{g|oia
a|oio) (O{g)ol (O|OojOo|oo

Oi0|0) |O(Ojo| (O|OojOoja(o
O(a|0|] |o{Ojo) (Ojofgjofo

O|0|0) |Ojajgy (OjOjo|a(a

Comments
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14 - Finally, what is your best estimate for your 1994 expenditure by type of intangible
investment per function of the value-added chain (and, if possible, for the main items that
benefited from a resource allocation)? Could you also indicate the 1992-1994 average growth
for these investments?

- >This question should be answered only for items with data available off-the-shelf

Level of growth for the
Expenditure* Imain items over the period
1993-1995

Items of intangible investment Signif. [Stable Signif.
increase decrease

Research and Development
Development of products and services
Technology acquisition

Production

Increasing production systems and operating tools

Improving quality and productivity of production function systems

ogjaojo|noio|o

Search for competitive outsourcing capabilities

Logistics

Improving quality of procurement systems and capabilities
Information technology (software) systems and networks

o|a

|

O
o|g

Telecommunications networks

Commercialisation, Distribution and Communication

Market research

Advertising

Distribution systems and channels

Corporate communication (for image building)

Oojojo|o|a
ooiono|io
O{oo|ojn

Access to electronic information (on-line data,...) expenditures

Human resources, Organisation and Competences
Human resources training and development expenditures _
Organisational restructuring and development expenditures
Specific competences and capabilities development expenditures
Transfunctional Support Services
Management consulting services expenditures

Legal services (including for mergers and acquisitions) expenditures O O |

Accounting services expenditures

TOTAL
* Please specify the currency used.

Comments
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R.C.S. Conseil has been assigned by the European Commission to carry out the present study
on ‘the consequences of Internal market integration for the level and exploitation of intangible
investments’ by European companies.

‘Intangible investment’ is defined here in a broad sense; it includes, among other things,
expenditure on the following items: Research and Development, Information systems
(including software), Commercial (marketing, advertising) and education, Development of
organisational competences and capabilities, Enhancement of quality of products and services,
etc.

The study encompasses an overall analysis of intangible investments in Europe. It also
includes a survey limited to the main players for identified sectors of activities where, on the
one hand, intangible investments constitute or could constitute a critical issue, and where, on
the other hand, policy measures related to Internal Market integration are supposed or
expected to have an impact.

The enclosed questionnaire covers the main points of this survey. It does not aim to assess
your specific activities, but exclusively to elicit a global overview of the situation in Europe,
in order to formulate recommendations to the European Commission on possible policy
measures with respect to the completion of the Internal Market.

Data and points of view collected will be treated as confidential. They will not be transferred
as such to any third party, including the European Commission, or used for other aims than
those of the present study.

Each of the companies contributing to the survey will be entitled to feedback from the study in
the form of a report presenting the main elements of intangible investments and their
contribution to competitiveness, in relation to Internal Market integration.
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1 - Company and interviewed person(s) identification

|Name of the person(s) interviewed Position (s)

..............................................................................................

................................................................................................................................

1993 1994 1995

* Overall turnover (premium written life and non-life)*

* Overall employment

* Please specify the currency and the amount of units used.

2 - Could you characterise the overall development of your activities over the period 1985-
1994, in terms of growth, internationalisation, diversification of clients, etc.?

* Growth

» Internationalisation (Europeanisation) of activities (penetration of external markets)

* Diversification of clients (penetration of new clients)
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3 - As far as your competitive position is concerned, could you characterise the present
competitive scope of your activities (national, European or global)?

Your activities’ dominant scope
O national

O European (European Union)
O Global

Comments

Breakdown of your 1995 turnover (in %)

+ domestic market

+ European Union (excluding domestic market)

» other (please specify)
Total 100%

4 - Could you specify the breakdown of your 1995 turnover by type of clients (approximate
value)?

+ Public organisations

+ Industry

» Financial services

 Other businesses (please specify)

Total 100%

5 - With regard to your supply capacity, could you specify the nature of your recent European
cross-border cooperation (if any)?
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6 - More specifically, could you describe how your activities have developed over the last five |
years in terms of creation of branches, subsidiaries, distributors, outside your domestic market |
(if any)?

7 - With regard to the conditions of competition in the marketplace, could you indicate, among
the following factors, those that you consider as critical for your success?

Please check the most important criteria. Please rate the selected items as follows: from 1 (low) to
5 (high)

Criteria Rating

price s
economies ofscale
differentiation of services e
quality ofsuppy e
normalisation
quality certification [
distribution networks

Others (please specify)

Comments
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8 - The Internal Market programme has defined specific policy measures designed to
encourage the broadening of the competitive scope of European companies and therefore the
reinforcement of their competitiveness in the market-place. Some of these measures are
notably of concern for your sector of activities (free movement of services, free movement of
funds, public procurement, norms, etc. ). Could you describe how the Internal Market
Programme may have affected the development of your sector of activities in terms of mergers
and acquisitions, the entrance of new players and profitability?

* Mergers and acquisitions

* Entrance of new players

* Profitability

9 - Could you describe in general terms what impact (direct or indirect) have already
registered on your activities as a direct or indirect result of the Internal Market programme?
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10 - In this framework, could you specify what are the policy measures of the Internal Market
programme that had or could have the most important impact on your activities?

11 - More specifically, could you indicate the impact on your activities of the development of
European industry and services cross-border investments, and more generally of the
Europeanisation of companies’ market strategies?

12 - With regard to intangible resources mobility, what impact of the Internal Market has
already registered on human resources mobility (for instance, on researchers, executives, and
services providers mobility)?
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13 - More generally, would you say that the implementation of the Internal Market programme
has led to better use of your services by European operators (for instance, via better use of
commercial, technological and scientific information, and more generally via better use of
externalised services either on a European or world-wide scale)?

14 - In the field of R&D and technology, could you describe the impact of the Internal Market
on R&D cooperative agreements (for instance, have alliances, mergers and acquisitions led to
restructuring, redeployment, decrease or on the contrary to an increase in companies’ R&D
and technological effort)?

15 - What is, in your opinion, the impact of Public Procurement Directives on your activities?
Do you consider that they have already contributed to the creation of a European market for
intangible services procurement? From this perspective, what impact has already registered on
your strategy?
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16 - Could you specify how the Internal Market programme has had an impact on your
strategic and operational decisions regarding your development (for instance, has the Internal
Market Programme led to an ‘industrialisation’ of your activities), especially for the following
dimensions?

» Innovation

* Production

* Marketing

* Pricing

» Communication and image building

» Alliances

* Other aspects (‘industrialisation’*, standardisation of products and services, etc.) ------------

* The term ‘industrialisation’ refers to an organisation of service activities on an ‘industrial basis’, via the
implementation of key functions such as R&D, production, quality control and standardisation of supply of
services.
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17 - With regard to your present and future development, what are the main remaining factors
that you consider as important obstacles for your development?

Please check the most important criteria. Please rate them as follows: from 1 = low, to 5 = high

Criteria Rating

lack of information on supply e —
barriers to entry into national markets ~~ eseemeeeeeee
lack of credit financing e
insufficient ‘incitative’ character of taxes and accounting rules ~ —-emeemee-
non-uniformity of taxes and accountingruless ~~ emeeemeeeeeee-
non-protection or insufficient protection of intangible investments ~ -=eeeeeeeee-
insufficient harmonisation of taxationruless ~ csemeeemeeeee
heterogeneity of social legislation e
limited access to public procurement (in other European countries) ~ =eeeeeme-eeee-
barriers to access to specific activities (in specific countries) ~ =mememeeeeeee-

Others (please specify)

Comments

18 - With all these elements in mind, what European policy measures would be required to
improve the conditions of better use of your services by European operators?
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19 - Additional comments?
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