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Europe still vies for US investment

By PETE SWEENEY

THE American Chamber of
Commerce to Belgium
(AmChamBe), reports that
Belgium’s relative share of US
direct investment in Europe has
slipped from 5th place to 10th.

While 2003 has been an
exceptionally good year for
transatlantic investment, there
has also been a “global declining
trend of FDI [Foreign Direct
Investment] to the EU since
20007, particularly in Belgium,
say the authors, Daniel Van
Den Bulke and Haiyan Zhang
of the University of Antwerp
Management School.

While Belgium recorded a
surge in US direct investment
(USDI) flows from 2001-02,
“this expansion seems to have
slowed down and even stopped
since 2002”.

Total employment from US
subsidiaries in Belgium has
decreased since 1999, according
to the survey, with a net loss of
more than 4,400 jobs.

Among the 11 sectors of
the Belgian economy surveyed,
seven recorded job losses,
not including the negative
effects of the ongoing
restructuring of American
carmakers in Belgium.

There are exceptions. The
Belgian chemical manufacturing
sub-sector continues to create
jobs and post profits. US
subsidiaries in other sectors
of the Belgian economy,
particularly services, created
4,300 jobs in the same period.

The competition between
EU countries to attract such
USDI is fierce.

According to Partners in
Prosperity, a study of the
transatlantic investment and
trade relationship published
earlier this year, “the transatlantic
economy is where the markets
are, where the jobs are, where
the profits are”. The report’s
authors, Joseph Quinlan and
Daniel Hamilton of SAIS at
Johns Hopkins University, note
that in 2003 US investment in
Ireland was more than 2.5 times
greater than that in China.

“Contrary to common
wisdom,” they write, “most
US and European investments
flow to each other, rather than to
lower-wage developing nations.”

@ For every dollar the US
invested in India, it invested
three in Denmark.

® the flow of commerce
between the US and some
regions of Europe, such as
Baden-Wiurttemberg, Ile-de-
France, or south-east England,
is greater than that between
the US and most countries in
the world.

® America enjoys a “million
worker surplus” with Europe.
European affiliates of US
companies employ around
3.2m European workers, while
American affiliates of European
companies employed more
than 4.2m American workers.

Arthur Forbes, who heads the
EU office of the Irish Business
and Employers’ Confederation,
says that American cultural
affinities with Ireland may
be “helpful” when explaining
USDTI’s record-setting 20% share
of Irish GDP.

“But investment isn’t made
out of the goodness of one’s
heart,” he says. In the case of

Belgium, he notes that the
Belgian corporate tax rate has
improved from 40% to 33%, but
Ireland’s is at 12.5%.

Similarly, despite clashes over
Iraq, 2003 was a good year for
Franco-American relations, at
least measured by investment,
with a 10% increase in US
investment in France.

French corporations invested
$4.2 billion (€3.2bn) in the US in
the same year, despite publicized
clashes over “freedom fries” and
cultural exceptionalism.

Alan McGregor, area director
for the Benelux and UK regions
for the US chemicals company
DuPont, says: “Belgium is
becoming the most expensive
country in Europe in terms of
costs. DuPont has very good
comparative data.”

Particularly problematic, he
says, is that Belgium is one of the

few European countries where
pay rises are automatically
indexed to inflation.

Additionally, increasingly
swollen and clogged traffic
arteries in Belgium increase the
costs of transporting chemicals
by lorry.

DuPont is not planning on
additional investments in the
area. “We’re in a holding
position,” McGregor  says.
“Future areas of expansion
are in eastern Europe. We're
expanding in Russia and China.”
But DuPont is not anxious to
reduce its presence in Belgium.
“We have $300m [€230m]
invested here and we want to
sustain it,” McGregor says,
pointing to Belgium’s strengths,
in particular the proliferation of
“high calibre technical people, all
speaking about four languages”.

Caroline Ven of the

Federation of Belgian
Enterprises (FEB-VBO) cautions
Belgium against undue panic.

“I don’t think this is the
beginning of a downward
evolution,” she says. “But we
need to be realistic. As the world
becomes bigger, it’s obvious that
the current countries enjoying
USDI will lose market share.

“We have emerging markets
in eastern Europe that will
exert attraction.” However,
she concurs with McGregor’s
assessment of Belgian labour
costs. “We at FEB see many,
many points of improvement,
especially regarding wage costs.
Belgium has a high proportion
of educated workers but we
need to have competitive rates.”
She calls for social security and
other labour cost factors to be
“lowered drastically”.

John Sammis, minister-coun-

sellor for economic affairs
at the US Mission to the EU,
warns against relying exclusively
on one economic metric, such
as USDL

“What matters,” he says, “is
the absolute performance of
the economy.”

Belgium has lost ground
to Luxembourg and the
Netherlands in tax schemes
designed to encourage
“transshipped” capital flows
(such as holding companies
and coordination centres), but
Sammis questions “where the
ultimate beneficiaries of this
sort of investment actually are”.

The AmChamBe survey
agrees, suggesting that while
so-called transshipped FDI uses
the host country as a platform
for capital transfers, its impact
on the host economy may be
“relatively limited”.
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