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Department of Business, Innovation and Skills
Call for Evidence: Trade and Investment  					27th July 2013

Government Review of the Balance of Competencies Between the UK and the EU 

Overview:  The British Irish Chamber of Commerce (Chamber) hosted a roundtable discussion on the advantages and disadvantages of the current division of competence over import and export controls, and trade and investment promotion between the UK and EU in accordance with the Call for Evidence: Trade and Investment, dated May 2013.  The Chamber, after considering the issues and questions raised within the above document, held a round table discussion with its senior policy group.  This group discussed the likely advantages and disadvantages of altering the current balance of competence; their key observations are reproduced below.  

Key Points
1. The advantages of EU competence over trade and investment are not being communicated effectively to member states; an education deficit exists in the UK on the mechanisms through which the EU could promote trade and investment into the UK
2. The EU is failing to market itself to its member states and inform member states of the work being undertaken and the challenges faces in pursuit of mutual objectives
3. Should be a common implementation of legislation and regulation applied to business across the SEM 
4. The size of the SEM produces benefits of scale for its members, both internally and externally

Findings	
1.	The UK is overlooking benefits of membership to the EU:  The group discussed the advantages and disadvantages of EU membership to the UK’s trade and investment potential and concluded that “the UK has not availed of the full range of benefits afforded to members of the trading bloc”. The Chamber and its members assert that the UK should concentrate on promoting the British Isles to the international business community and that this objective can best be achieved by creating an effective partnership which harnesses both the weight of the UK as an independent world economic power and the gravitas of the EU as a regional trading bloc.  The Chamber and its policy group noted that the UK’s trade and investment potential is strengthened by its membership of the EU and that the EU is likewise made stronger by the membership of the UK. Detailed discussions are below: 

a.	The UK remains a global power in its own right, independent of any regional or international organisation to which it may belong. Participants noted that the UK may not be cognizant of how to reap the maximal benefits of membership which periphery states enjoy. Such states have learned to work within the SEM as both providers and consumers. The UK’s domestic market place contains 63 million consumers and access to the EU’s market of 503 million inhabitants may give the UK increased clout on a global stage. 
b.	Promoting trade and investment at an EU level will future proof the UK for business, from economic and political challenges. Participants noted that any division of competence over trade and investment should leave the UK positioned to achieve maximum returns on future opportunities which may arise. The UK’s current free trade policies are objectively secured with its membership of a regional organisation which shares these principles. Participants noted that a division of competency over trade and investment should give sufficient weight to long term considerations and the EU has a role to play in providing guarantees to business which, if removed, could disadvantage the UK to future investment.
c.	The Chamber and participants noted that the UK, as a member of the EU, maintains a degree of flexibility under the current division of competency which allows the UK to reap benefits which accrue to the SEM as a whole from decisions taken by individual member states. For example, as member states increase the production of renewable energy, the UK will benefit from increased security of supply and a lower energy costs even though it may have taken no action. 

2.	The EU is failing to market itself to its member states:  The Chamber and its members noted that the UK may not be availing of the full benefits associated with membership of the EU and discussed the need for the advantages of membership to be clearly and consistently communicated to national governments. There is an onus on both the EU and on national government to be educated and informed of the advantages and disadvantages of the EU’s competence in trade and investment to the national interest and to business interests alike. Furthermore, greater awareness of the work of the Union and potential of the SEM may contribute to a national dialogue considering the division of competencies which will provide maximum returns to the UK’s future trade and investment portfolio. Participants discussed the need for greater education and for the EU to effectively market itself to its member states.

· Greater understanding on the work of the institutions within the EU would solve the question of which body, within the structure of the EU, would absorb the increased responsibility over trade and investment if the balance of competencies were shifted. Participants noted that a greater degree of communication and knowledge transfer between the EU and UK governments regarding the mechanisms through which the EU might absorb increased responsibility would be beneficial to the business community considering the UK as a destination for trade and investment.
· It was agreed that a greater dialogue on the possible changes to the internal workings of the Union with regard to increased competency in trade and investment would allow the EU to market itself more effectively and communicate the role and objectives of EU, in particular the potential advantages of a completed SEM and the challenges being faced in pursuit of this objective. It was noted that the EU, at times, risks presenting itself as an obstacle to the economic development and recovery of its member states. 

3.	Legislation, regulation and implementation designed to level the playing field in the SEM:  The Chamber discussed the EU’s mechanisms for delivering an internal market and the impact that this would have on the trade and investment objectives of the UK.

· The Chamber and its members discussed the role of regulating in delivering a working internal market and noted that regulation is designed to level the playing field for business operating across the single market, as well as creating a shared agenda for member states to prioritise and achieve shared ambitions. 
· Participants discussed the imbalance between member state’s enforcement of regulation and noted that a non-uniform implementation of the SEM can lead some countries to feel disadvantaged and overburdened by excessive regulation. Member states which vigorously enforce regulation may perceive their neighbours as having a comparative advantage in attracting trade and investment. Participants noted that the EU should market itself effectively, so as to avoid appearing as an obstacle to free trade and competitiveness which unnecessarily burdens its member states.
· Participants discussed the role of the EU in enforcing the implementation of regulation and punishing member states who failed to cooperate. It was noted that infractions are not punished uniformly across member states and punishments are not always a sufficient deterrent. 
· Participants discussed the tensions which will result from a enforcing uniform development across all member states and noted that allowing the internal market to develop in a hybrid pattern would allow the natural evolution of centres of excellence as states group together to work on areas which they enjoy natural advantage. These groupings would allow national governments a greater degree of flexibility in promoting their own trade and investment objectives whilst also serving as an example for other EU member states or as an EU test case. 
· Participants discussed  the non-completion of the SEM and the importance of creating common standards and a level playing field across the Market. The Chamber noted that this was an impediment to growth of trade and investment and advocated the extension of the single market to include measures which will facilitate the unhindered movement of skills, investment and trade amongst member states.


4.	The size of the SEM produces benefits of scale for its members, both internally and externally:  The Chamber and participants noted key advantages of the EU competence over trade include (1) the relative strength of the EU in negotiations with major trading partners and other trading blocs, (2) the level of expertise and resources dedicated to advancing the common interests. It was noted that no single member state could carry the same weight as the EU as a whole on the global stage and membership of the Union provides the UK greater protection and greater weight when enforcing the rules governing trade with emerging markets, such as China and Russia. Improving legal certainty regarding treatment of EU investors in such emerging markets and reducing barriers to trade and investment globally will benefit business. The relative size and wealth of the EU lends considerable power in terms of extracting concessions in bilateral negotiations which the UK would be unlikely to obtain outside the EU framework.  The Chamber and its members noted that the EU is stronger for the participation of the UK and discussed the role of the UK in counterbalancing the protectionist policies of other member states. 
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