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The EU needs to foster alevel playing-field for
construction services

"The access to EU public procurement markets of Chinese state-owned enterprises (SOE) is becoming a
political issue again and it concerns more generally all forms of foreign state influence on private operators.”
says FIEC President Kjetil Tonning and continues: "After the award of the EU-financed PeljeSac Bridge
project by the Croatian Road Authority to a consortium of Chinese state-owned enterprises, led by the China
Road and Bridge Corporation- in January 2018, Region Stockholm, the public entity responsible for all
publicly funded transport projects in Stockholm, has awarded at the beginning of October 2019 three public
tenders for worker access tunnels to a subsidiary of China Railway Group, which is ranked as the second
largest construction company in the world”. Tonning points out that the prices offered by the Chinese state-
owned company were below the direct costs of private EU companies and the recent award therefore raises
legal issues such as "abnormally low tenders", distortion of competition by state aid, the use of EU funds
and "reciprocity”.

“In terms of allowing market access to government procurement markets, China is a particularly striking
example of protectionist behaviour”, adds EIC President Philippe Dessoy, “because in China, foreign
construction companies are prohibited by law from participating in public tenders in the construction sector”.

According to the commitments made by the Chinese government in the context of the General Agreement
on Trade in Services (GATS), foreign construction companies may register as a “wholly-foreign owned
enterprise” which, however, limits their operation to tenders financed by non-Chinese authorities, such as
foreign investors and multilateral institutions. Participation in the domestic Chinese government
procurement market is possible for foreign firms only in the form of Sino-Foreign Joint Ventures, which are
subject to a de facto discriminatory qualification regime that puts them at a disadvantage compared to
domestic companies.
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“Such discriminatory practices as well as the lack of transparency has provoked European and other foreign
construction companies to withdraw from the Chinese construction market, maybe with the exception of
Hongkong”, explains Dessoy and he wonders “why it is possible that Chinese state-owned companies can
freely operate within the EU’s public procurement market ?”.

Alain Lievens, the Chairman of the European Dredging Association, points out that the three European
construction federations have called upon the European Commission to intervene and stop such distortive
practices. With a view to the renewed discussion on the so-called “International Procurement Instrument”,
which is currently negotiated between the EU Commission, the Parliament and the Council, he stresses:
“The International Procurement Instrument (IPI), as currently drafted, will not help opening third country
procurement markets for European companies, but open the European procurement market completely for
third country bidders. This is why EuDA, EIC and FIEC hold the view that the principle of reciprocity, which
is enshrined in WTO (World Trade Organisation), in the GPA (Agreement on Government Procurement)
and in the European Procurement Directives, need to be written also into the proposed EU International
Procurement Instrument (IPI)”.

Read more:

— Plan of Action on Protecting the EU-Services Industry (12 June 2019) submitted by FIEC, EIC and
EuDA

— EuDA/ FIEC/ EIC joint Policy Paper on Fostering a Level Playing Field in Construction Services
(September 2019)
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