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Services make up the biggest part of the EU 
economy, but their free movement across 
borders encounters numerous barriers. To 
realise their potential for growth, job creation, 
innovation, productivity and competitiveness 
the EU adopted the Services Directive in 2006. 
The process of adoption was long and 
arduous, with much debate, and required 
many compromises. Transposition and 
implementation are running behind schedule. 
The Directive's main achievement was to 
prohibit discriminatory, unnecessary and 
disproportionate measures which pose 
barriers to the free movement of services and 
the freedom of establishment. It provides for 
"points of single contact" and on-line 
administration, and strengthens consumer 
rights to information. It also requires Member 
States (MS) to cooperate in evaluation. 
The Directive covers cross-border service 
provision and establishment in other MS by 
firms and the self-employed. There are, 
though, several exemptions and derogations.  
Most analysts agree that the Directive is a step 
in the right direction, but many criticise it for 
not being ambitious enough. 
The implementation of the Directive is at an 
early stage, therefore it is too early to evaluate. 
Institutions and business representatives agree 
that there is more to do in the areas of 
interoperability and user-friendliness. 
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Issue definition 

The EU produces the majority of its income 
from, and employs half of its citizens in, 
service industries (see figure 1). Because of 
this, the sector's efficiency is crucial to 
achieving international competitiveness, 
economic growth and reducing 
unemployment. That is why the need to 
create a real single market in services was a 
core objective for the Lisbon Strategy. 

Although the free movement of persons, 
capital and goods have been substantially 
achieved, services do not yet move freely 
across internal EU borders. There are several 
legal and administrative barriers, which alter 
competition, business strategies and 
consumer choices. The barriers to 
establishment and cross-border service 
provision negatively affect trade, 
investment, innovation, productivity and 
prices. The removal of such barriers should 
therefore result in improved 
competitiveness, growth and employment. 
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The Services Directive, or Directive 
2006/123/EC on services in the internal 
market, was adopted on 12 December 2006. 
It aimed to develop the internal market by 
completing two of the fundamental 
freedoms: freedom of establishment and 
freedom to provide services. These 
freedoms are set out in the TFEU (Articles 
26(2), 49 and 56). 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2006:376:0036:0068:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2010:083:0047:0200:EN:PDF
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The adoption was preceded by nearly three 
years of debates and substantial redrafting. 
The initial 2004 draft, known (after the then 
Commissioner for internal market) as the 
Bolkestein directive, was controversial, with 
much debate focussed on the "country of 
origin" principle. This provision, which 
would have given service providers the 
possibility to temporarily provide services in 
another Member State (MS) according to the 
rules of their home country - was eventually 
taken out. Other points of debate were 
exempt sectors, as the EP and different MS 
wanted different services to be excluded 
(e.g. gambling or healthcare). The EP 
adopted 235 amendments to the text at first 
reading. The modified proposal was 
adopted by the EP at second reading with 
only three amendments. 

Figure 1 - Share of sectors in employment and 
gross value added (percentage, 2010) 

  
Employment Gross value 

added 
Primary sector 6.3 1.7 
Industry 16.9 18.8 
Services* 49.7 55.8 
Public administration 27.1 23.7 

* including construction                     source: Eurostat 

Although the deadline for transposition was 
set for the end of the year 2009, most MS 
only completed their procedures in 2010.  

Main elements and scope 

The Directive regulates the provision of 
services across borders and the 
establishment of businesses in another MS. 
The main objectives of the Services Directive 
were to make it easier to take up the right of 
freedom of establishment, strengthen the 
rights of service users, enhance quality and 
provide for cooperation among MS.  

The Directive brings about administrative 
simplification: the establishment of "points 
of single contact" (PSC) makes it simpler to 
fulfil the administrative requirements 
needed to offer services in another MS, 
especially since most of the procedures have 
to be possible to accomplish on-line. 

It also removes legal and administrative 
barriers to establishment. MS are required to 
evaluate the compatibility of their 
authorisation schemes and legal 
requirements. The principles for this 
evaluation are necessity, non-
discrimination and proportionality. 
Requirements based on nationality must be 
repealed. 

In respect of cross-border service 
provision, restrictions can only be justified 
by public policy, security, public health and 
environmental protection. There are 
derogations, however, regarding second-
ment, professional qualifications and 
services of general economic interest. 

It strengthens consumer rights for services 
provided across borders and established the 
right to obtain information on the rules 
applicable to providers. It also calls for high-
quality service by encouraging certifi-
cation, charters and codes of conduct.  

To establish effective administrative 
cooperation among MS, the Directive 
obliges MS to work together in ensuring 
efficient control of service activities. The 
evaluation of the implementation is to be 
done by the MS through mutual 
evaluation. MS are also required to set up 
an alert mechanism and an electronic 
information system. 

Scope of the Directive 
It covers self-employed professionals as well 
as businesses with legal personality.  

It encompasses all services provided in 
exchange for remuneration, with some 
specific exemptions: 

 non-economic services of general interest 
 financial services 
 electronic communication  
 transport services (including ports) 
 temporary-work agencies 
 healthcare 
 audiovisual services 
 gambling and lotteries 
 services of public authorities 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2004:0002:FIN:EN:PDF
http://www.europarl.europa.eu/oeil/FindByProcnum.do?lang=2&procnum=COD/2004/0001
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 certain social services, and 
 services of notaries and bailiffs 

Expected impact 

The Commission's impact assessment 
expected the Directive to significantly 
reduce the costs of regulatory compliance 
for cross-border service provision. This 
would bring significant benefits to 
consumers, manufacturers and, of course, 
providers, especially small and medium-
sized enterprises (SMEs). Legal certainty 
would increase and savings could be used 
for innovation. Consequently the whole of 
the EU economy would gain in 
competitiveness. Although new costs could 
arise due to professional insurance and 
information provision rules, they would be 
marginal. The Commission estimated the 
potential gains at 1.5% of GDP. 

SMEs would benefit in particular, as the 
additional costs of cross-border service 
provision are proportionally more important 
in their case. These costs are due to barriers 
to trade, such as extra administrative 
procedures and reporting1, legal fees2, etc. 

Dismantling such barriers could lead to 
more innovation, especially in niche markets 
with a limited number of potential 
customers in any one MS. Increased labour 
productivity is likely due to faster diffusion 
of best practices and competition. Barriers 
would no longer limit the adoption of new 
technologies.  

Consumers could benefit from greater 
competition resulting in more choice, better 
prices and higher quality. The Directive also 
obliges cross-border service providers to 
inform customers about their offerings more 
thoroughly, to enable them to make 
informed choices. 

Administrative simplification could reduce 
the extent of the undeclared economy, thus 
improving the fiscal balance. 

As services are generally more labour 
intensive than manufacturing, the Directive 

should increase employment. Improving 
productivity has similar effects. SMEs would 
be most positively affected, resulting in 
more jobs (due to higher average size) and 
better job stability (due to longer firm "life 
expectancy").   

As the border between manufacturing and 
services disappears, a more competitive 
service sector with higher quality and lower 
prices would have a positive effect on the 
whole economy. Economic cohesion could 
also benefit from competition and 
dissemination of know-how. 

National administrations are charged with 
implementation of the Directive. The 
additional costs can, nevertheless, be seen 
as an investment, since these requirements 
are in line with general trends in developing 
more modern administrations, and e-
Government. The screening of existing 
legislation for compatibility with the 
Directive's provisions can be regarded as a 
standard process to simplify the rules. It is 
also a prerequisite for mutual evaluation. 
Making national systems interoperable 
requires investment, but should result in 
economies in the future. 

It is important to note that no new impact 
assessment was undertaken following the 
in-depth changes made to the original 
proposal for the Services Directive.  

Analytical views 

Most analysts agree that a real internal 
market for services would be beneficial for 
the EU. They are not fully agreed, though, 
that the adopted Services Directive is the 
optimal tool for achieving this. Most 
consider it a step in the right direction, but 
some argue that it is not ambitious enough. 

An OECD survey regards the Directive as a 
step towards a fully functioning internal 
market, but stresses the importance of 
continuing to remove barriers. It welcomes 
the improved legal certainty, reduction of 
red tape, banning of certain anti-

http://www.europarl.europa.eu/registre/docs_autres_institutions/commission_europeenne/sec/2004/0021/COM_SEC(2004)0021_EN.pdf
http://www.oecd-ilibrary.org/economics/oecd-economic-surveys-european-union-2007_eco_surveys-eur-2007-en
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competitive practices, mutual evaluation 
and stronger MS cooperation.  

Copenhagen Economics expected gains in 
all MS and for all actors through lower costs 
and consumer prices, and higher 
productivity, employment and wages. Open 
Europe strongly criticised the EP for 
watering down the original proposed 
Directive by dismantling the "country of 
origin" rule, and adding exemptions and 
derogations. Centre for European Policy 
Studies (CEPS) articles3 emphasised the 
over-regulation of MS markets compared to 
other OECD members, and regretted the 
changes made to the original proposal. 
Another CEPS article, on the other hand, 
welcomed most of the EP's amendments 
and the resulting redraft of the Commission. 
It praises these changes for clarifying the 
provisions, and calming public opinion by 
dropping some overly ambitious measures. 

The unions feared the first draft Directive's 
negative effects on the welfare system and 
workers' rights. They worried about 
competition from across the internal market 
triggering a 'race to the bottom' for social 
standards in the EU. Open Europe countered 
their arguments, saying that either the 
Posting of Workers Directive or other EU 
welfare legislation would have prevented 
this during the temporary cross-border 
provision. Firms establishing abroad must, in 
any case, abide by the rules of the host 
country.  

Evaluation of the current situation 

Only nine countries completed their 
transposition by the deadline of 28 
December 2009. In June 2010, the 
Commission sent 12 MS a reasoned opinion4 
about deficiencies in their implementation. 
21 MS have finalised transposition by June 
2011. Most MS adopted one horizontal law, 
some (France and Germany) used several. 
Numerous existing legal provisions in each 
MS needed to be modified or repealed in 
order not to clash with the Directive. 19 MS 

had modified their sector-specific rules by 
January 2011, but some are behind. 

The implementation of the Directive is at a 
very early stage. Most (22 by March) MS 
have set up their PSCs, which are already 
performing their tasks, and simplifying 
administration. Nevertheless, Business-
Europe and Eurochambres agree that their 
functioning could still be improved. Some 
are not as user-friendly as they could be: 
information is difficult to find, and 
formalities cannot be followed. Nearly half 
of the MS only offer information in their 
national language, and only a quarter allow 
for formalities to be completed in a foreign 
language. Interoperable electronic use is 
fully available in fewer than half of MS, and 
barriers remain, especially where an e-
signature or e-certificate is required. There 
are problems in several MS with 
transposition at local and regional level. 
There is also a need to raise awareness of 
the possibilities created by the Directive.  

The Commission noted some of these issues 
and made some steps to coordinate the 
development of PSCs, and enhance 
interoperability. The latter is dealt with in 
the Digital Agenda for Europe 2010-2020 
and the Action Plan on e-signature & e-
identification. It also set up the EU-GO 
network of PSCs and plans an in-depth 
study by November 2011.  

As a first part of the mutual evaluation, 
prescribed in the Directive, screening 
exercises were carried out in 2010 in most 
MS. Stakeholders representing business 
interests were generally satisfied with the 
outcome. A reduction in administrative 
burden is expected in most MS, including in 
areas not directly affected. Nevertheless, 
there are doubts about the usefulness of this 
method of evaluation, and its cost-
effectiveness. That depends how the 
findings are used: for monitoring 
transposition, as a forum for discussion or 
for testing the evaluation method itself. 

http://ec.europa.eu/internal_market/services/docs/services-dir/studies/2005-01-cph-study_en.pdf
http://www.openeurope.org.uk/research/services.pdf
http://www.openeurope.org.uk/research/services.pdf
http://www.ceps.eu/book/fixing-services-directive
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31996L0071:EN:NOT
http://www.businesseurope.eu/Content/Default.asp?PageID=568&DocID=27946
http://www.businesseurope.eu/Content/Default.asp?PageID=568&DocID=27946
http://www.eurochambres.eu/Content/Default.asp?PageID=1&DocID=2994
http://ec.europa.eu/information_society/digital-agenda/index_en.htm
http://ec.europa.eu/information_society/policy/esignature/action_plan/index_en.htm
http://ec.europa.eu/information_society/policy/esignature/action_plan/index_en.htm
http://ec.europa.eu/internal_market/eu-go/
http://ec.europa.eu/internal_market/eu-go/
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Endnotes 
 

1 Reports for "economic needs" test cost on average around €270 000. 

2 Legal advice on establishing in another MS could range between €80 000 and €160 000, on advertising rules around €20 000. 

3 The EU Services Directive: Europe needs a genuine single market in services, 19 February 2007, EU Services Trade: Where is the 
single market in services?, 19 February 2007, Shedding Light on the Services Directive, February 2007, The Services Directive: 
Frankenstein or Lightning Rod?, 19 February 2007 

4 The reasoned opinion is the first warning issued by the Commission. If the MS does not act on it a court case can be launched. 

http://www.ipolnet.ep.parl.union.eu/ipolnet/webdav/site/myjahiasite/shared/poldepa/internal_market/imco_2010_07_pe447504_en.pdf
http://ec.europa.eu/internal_market/services/docs/services-dir/studies/20091210_article20_2_en.pdf
http://ec.europa.eu/internal_market/services/docs/services-dir/studies/20091210_article20_2_en.pdf
http://ec.europa.eu/internal_market/services/docs/services-dir/studies/20091210_article20_2_en.pdf
http://www.egmontinstitute.be/paperegm/ep32.pdf
http://www.egmontinstitute.be/paperegm/ep32.pdf
http://old.ceps.eu/Article.php?article_id=366&
http://old.ceps.eu/Article.php?article_id=511
http://old.ceps.eu/Article.php?article_id=511
http://www.ceps.be/content/shedding-light-services-directive
http://old.ceps.eu/Article.php?article_id=419&
http://old.ceps.eu/Article.php?article_id=419&

