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British Influence 
Review of Balance of Competences
Trade & Investment
British Influence is a cross-party, pro-European Union membership campaign organisation whose supporters hold that Britain should be exerting its influence through membership of the EU to secure the change Europe needs. 
Introduction
This submission is based on a survey of British Influence supporters, which generated 125 responses from people at all levels, including business, politics and diplomacy. 
The EU’s trade policy has been a success story. Trade and investment policies and negotiations have tangible commercial value - vital for the UK.  It must be emphasised that the UK has had (and still has) a significant influence – which some argue has been greater than all other member states  - on EU trade and investment policy. The UK, as a major global trader, is renowned for its commitment to liberalism and its outward looking approach. This has been commented upon by numerous European political figures, including Polish Foreign Secretary Radek Sikorski.[footnoteRef:1] [1:  See ‘Britain is an indispensable voice in EU, says Radek Sikorski’, The Times, November 15 2012 (http://www.thetimes.co.uk/tto/news/world/europe/article3600278.ece)] 

EU membership offers UK traders advantages within the Single Market.  But in no sense does being part of the European Union inhibit the UK or any other member-state from exporting to other markets round the world, including high-growth new and emerging markets. In 2012, German exports to Brazil, China, India, Russia and South Africa were worth over £110bn and made up 12.3% of its exports. British exports to these countries represented 9.1% of the UK’s overall trade, and were worth £27bn.[footnoteRef:2] The USA has consistently been the largest or second largest destination for UK goods exports each decade since the 1960s, unaffected by Britain's EU membership.[footnoteRef:3]  Indeed, the EU’s “Global Europe” trade policy initiative is directed towards trading with these markets.  Earlier this year the Commission noted that “90 % of global economic growth in the next 10-15 years is expected to be generated outside Europe”[footnoteRef:4] – evidence, if any were needed, of the EU concern with global markets. [2:  ‘UK Trade, March 2013’, Office for National Statistics Statistical Bulletin (May 2013), p.46. http://www.ons.gov.uk/ons/dcp171778_309779.pdf, 
 and ‘Auβenhandel – Rangfolge der Handelspartner im Auβenhandel der Bundesrepublik Deutschland (mit Umsatz und Saldo)‘, Statistisches Bundesamt (2013), https://www.destatis.de/DE/ZahlenFakten/GesamtwirtschaftUmwelt/Aussenhandel/Handelspartner/Tabellen/RangfolgeHandelspartner.pdf?__blob=publicationFile ]  [3:  House of Commons Library briefing "UK Trade Statistics" - 13 March 2012, p.9. ]  [4:  Submission to the European Council (February 2013)] 

Furthermore, Britain’s membership of the EU has made it a magnet for Foreign Direct Investment. The UK attracts more FDI than any other EU member-state.  In 2011, the UK attracted a fifth of all FDI projects in Europe.[footnoteRef:5] Half of all FDI to the UK comes from non-EU member states, and in 2011 was worth more than £400bn a year.[footnoteRef:6] Additionally, half of all European headquarters of non-EU firms are based in the UK.[footnoteRef:7] One of the largest non-EU investors has been Japan and there are currently more than 1,300 Japanese companies, which have invested in the UK, creating 130,000 jobs.   According to the Government of Japan, ‘the advantage of the UK as a gateway to the European market has attracted Japanese investment’.[footnoteRef:8] The EU’s involvement in this policy area therefore has significant – and positive - implications for the UK.   [5:  Financial Times Ltd, The FDI Report (2012)]  [6:  ‘Foreign Direct Investment Involving UK Companies, 2011), Office for National Statistics Bulletin (December 2012), http://www.ons.gov.uk/ons/dcp171778_290183.pdf, p.39. ]  [7:  ‘Exit? It’ll cost us’, Richard Lambert in Prospect (July 2013)]  [8:  ‘The UK Government’s Review of the Balance of Competences between the United Kingdom and the European Union – Contribution by the Government of Japan’ (July 2013), http://www.uk.emb-japan.go.jp/en/japanUK/governmental/130711_UKEU.html ] 

What are the advantages and disadvantage of the EU’s competence over trade and investment, particularly in relation to international trade and investment negotiations?
The largest advantage of the EU’s competence over trade and investment is the influence and weight that the scale of the EU’s economy provides. As the largest single market in the world the EU’s – and thus the UK’s – voice is amplified in trade negotiations, both multilateral negotiations within the WTO and bilateral trade deals with other countries. Trade partners want to trade into the EU’s Single Market, and are ready to open their own markets in exchange for doing so.  This is especially important in an increasingly competitive world and for Britain, which has consistently been a voice for liberalising the European and global economy. 
The EU has been able to negotiate a large number of trade agreements with other parties, ranging from Free Trade Agreements with Mexico, Chile and two of the Asian ‘Tiger’ economies (South Korea and Singapore) to Economic Partnership Agreements with the majority of Commonwealth members. Negotiations are also underway for a Transatlantic Trade & Investment Partnership (TTIP) with the USA, and free trade agreements with Canada, Japan and India. Given the collective clout of the EU in negotiations, these are, and will be, stronger agreements that benefit all member states – and stronger agreements than the UK could ever secure on its own[footnoteRef:9].   They also demonstrate the extent to which the UK’s objectives – market opening, reducing tariffs and non-tariff barriers to trade, harmonising regulations and standards and encouraging the free flow of investment - are wholly shared by the EU. [9:  House of Commons Library, ‘Leaving the EU’, Research Paper 13/42 (July 2013), pp.32-3.] 

Within the WTO the EU has deployed the same clout and influence.  The EU’s member- [delete the hyphen] states, as a group, now account for about a sixth of the total WTO membership.  This has enabled the EU to play a significant role in successive GATT/WTO trade “rounds,” pushing for removing international trade barriers, reducing tariffs and adopting the EU’s standards as global ones.  The EU, with whole-hearted UK backing, has been a strong supporter of the WTO global rules-based trade system. 
The collective EU approach to trade negotiations springs directly from the nature of the EU as a Single Market and a customs union – a single entity must be represented by a single negotiator.  However the Commission’s responsibility for external negotiations leaves plenty of scope for individual member states,  such as the UK,     to make their wishes known and influence negotiations. Each member state has the opportunity to ensure that its   trade objectives are adopted by the  Commission and there is also nothing preventing the UK (both government and private sector) from lobbying trading partners bilaterally in support of UK interests. During negotiations the Commission reports back to the member-states, who offer direction and guidance: this collective process also enhances knowledge of other markets and how best to secure collective objectives..
Any trade policy requires diplomacy and hard bargaining, often over years; and this carries costs.  The EU approach is no exception. Determining trade policy at an EU level can be an arduous process, not least in agreeing upon a common negotiating position. This is demonstrated by the lead up to the launch of the TTIP negotiations where France pressed for cultural and agricultural industries to be protected.[footnoteRef:10] Like other member-states, the UK must therefore be constantly vigilant and proactive in order to ensure it can influence the process  in which the Commission’s negotiating mandate is agreed and implemented.  [10:  http://www.ambafrance-uk.org/France-secures-agriculture ] 

Regarding investment, opportunities are far greater within and outside the EU for UK companies. National Express is an excellent  example of this, with its Group Chief Executive Dean Finch commenting in evidence to British Influence that his company has been able to win large contracts to operate services in Europe, which he did not believe would happen if Britain left the EU. Recently National Express extended its operations into Germany and Spain, while it also runs services in North America.[footnoteRef:11]   [11:  http://www.nationalexpressgroup.com/aboutus/ourbusinesses.aspx ] 

What are the advantages and disadvantages of having trade and investment promotion largely on the national level? How well has this delivered on UK objectives?
Whatever their collective interests within the EU, Member States [delete the hyphen] compete vigorously  with one another for trade and investment.  It therefore makes sense for trade and investment promotion to remain largely on the national level.  
Local knowledge – where national governments have an obvious advantage over EU institutions - is vitally important for trade promotion, and by keeping promotional activities at a national level, the UK can focus its efforts on products and services in which UK businesses enjoy a competitive advantage. With all 28 Member States having their own mix of sectoral strengths and weaknesses, it is vital that national (and regional) trade promoting organisations have the scope and freedom to promote their goods and services.
National governments are also best placed to provide the logistical, financial, promotional and lobbying support to promote their economies’ goods and services. Some member-states have long been very effective in promoting trade through programmes of very high-level ministerial visits – an example successfully followed by the present UK  Government through its use of trade missions accompanying senior ministers, most notably the Prime Minister, on overseas visits.
There are however some ways in which the EU can help in trade and investment promotion. Sharing sites at trade fairs enables member states to save money. And promoting a message of “trade and invest UK – as part of the EU” can help increase effectiveness through advertising Britain as part of the world’s largest Single Market (a significant attraction for potential investors seeking a springboard into the EU.
The EU’s regional focus can also bring benefits for UK trade and investment promotion.  In particular, European Regional Development Fund contributions help support UKTI regional offices and help fund certain trade missions.[footnoteRef:12] [12:  See for instance: UKTI NW Mission to Poland event, http://www.ukti.gov.uk/uktihome/event/538781.html ] 

What are the likely advantages and disadvantages of moving from national to EU competence in relation to investment protection?
We agree with the Senior European Experts groups submission on this point that:
The investment partnership now under negotiation with China is obviously of significance as it is the first such agreement the EU has negotiated since the Treaty of Lisbon change in FDI competence.  
FDI is likely to be of growing importance to the EU and the global economy so the EU’s involvement in this area of trade policy will be important to the UK particularly as it is the second largest recipient of FDI in the world.  Clearly the disputes over competence in this area are unhelpful and resolving them would be in the UK’s interests but this is a complex issue.  
How well are UK objectives met and interests taken into account through a) EU trade defence investigations, and b) the EU representing the UK in trade defence cases against the EU and more generally in trade disputes with other WTO members?
The EU representing the UK in trade defence cases can sometimes be controversial; however it is generally effective at meeting UK objectives and taking British interests into account. Again, the nature of the EU as a Single Market means that any measures it introduces must be EU-wide (and are likely to be more effective than a counter measure taken alone by the UK).
Furthermore having this competence at an EU level helps prevent measures being introduced at will by protectionist-leaning member states. All complaints about dumping received from member states must go through a rigorous Commission-led investigation. These can last no longer than 15 months and must be launched within 45 days of a complaint being received, while all anti-dumping investigations require the support of companies representing at least 25% of Union production. During an investigation it must be proved that any potential anti-dumping measures ‘must not be against the Community interest’. Although in certain instances, the Commission has bowed too readily to protectionist interests, this  test ensures measures are not introduced hastily and also goes beyond the required WTO rules and makes certain that ‘overall economic interests in the EU’ are accounted for.[footnoteRef:13] UK interests will therefore be taken into account via this process, during which like-minded member-states allies can be found to help build alliances either in favour or against potential measures. [13:  European Commission, ‘Anti-Dumping Conditions’ available online at: http://trade.ec.europa.eu/doclib/docs/2013/april/tradoc_151016.pdf ] 

Nevertheless the Commission has often worked well defending the Community interest. Evidence of this was provided by Michael Johnson, a former coordinator of the UK Government’s interest in European Union external trade policy and the GATT. He noted a historical example where EU strength was able to successfully oppose protectionist actions from other states. The example he used was the EU securing better mitigation solutions than the UK would have been able to achieve on its own after anti-dumping measures had been imposed by the United States against steel imports. 
What future challenges/opportunities might we face on trade and investment policy and what impact might these have on the UK national interest?
In an increasingly competitive world, the EU’s strength is something that can not only protect Britain, but also help amplify its influence in trade negotiations. By far the greatest opportunities on trade and investment policy are the potential for ambitious free trade agreements with a number of other third country markets (most notably the USA, where the TTIP negotiations were recently launched). These agreements would replicate the benefits already secured in agreements with countries such as Singapore and South Korea and are in both the United Kingdom’s and the European Union’s interest. Continued membership of the EU is therefore vital for Britain to benefit from these. 
The continued emergence and rise of the BRICS countries represents another opportunity for trade and investment policy. However, the reluctance of certain emerging economies to remove non-tariff barriers will remain a challenge, although the EU’s negotiating strength will help militate against this. 
Developments within the Eurozone represent a challenge that Britain needs to remain vigilant towards, especially so because these could lead the EU down a track towards greater protectionism. As long as the UK chooses to positively act as a force in Europe for market-openness, such developments should be avoidable 
As the European External Action Service acquires more expertise, the UK could benefit from this. So far though, the EEAS has not had much impact on EU trade policy. The European Parliament, on the other hand, has become a force to be reckoned with, as MEPs are challenged by lobbying from populist interests and become involved in inter-institutional discussions on negotiating mandates and decisions whether to ratify trade agreements.  Engagement within these institutions is necessary to preserve the UK’s influence.
UK withdrawal from the EU would threaten outside investment into the UK. For instance, the Ernst & Young Attractiveness Survey reported that 56% of Western European investors felt that if the UK were less integrated into the EU, it would become less attractive for Foreign Direct Investment; currently it is seen as the second most attractive market for FDI in Europe, behind Germany.[footnoteRef:14]  Such a scenario could also lead to the government experiencing protectionist pressures from within the UK, which could damage other industries. [14:  ‘Ernst and Young’s Attractiveness Survey – UK 2013’, pp.26-35.] 

Are there any general points you wish to make which are not captured above? We would also welcome any specific examples and quantitative evidence where possible.
Here are a selection of quotes from the submissions British Influence received regarding the EU and trade and investment:
David Roberts (Independent Consultant on trade policy): “EU policy with regard to trade negotiations is extremely liberal, as witness the number of negotiations that are currently taking place (E.g. with major potential partners like the US, Canada and India) or have recently been completed (e.g. with the countries of Central America and two of the Andean countries and Korea). The issue therefore is not so much that the EU has too many defensive interests but that it has a very large export potential, which can engender protectionism in the potential trade partner… The UK on its own might be seen as less of a threat - but also its market is less temping as it is so much smaller than that of the EU as a whole.”
Christopher Roberts (Senior Trade Adviser, Covington and Burling LLP): “Working with like-minded countries, such as Germany, Netherlands and Sweden, the UK makes EU trade policy more liberal than it would be if we were not a member…Historically the UK has influenced EU trade and investment policy as much as any other member state and more than most. It is vital that this influence is not diminished by any impression of UK detachment from EU affairs.”
Richard Corbett (Labour MEP, 1996-2009): “It goes with being a single market that we must negotiate with others as a single entity. But as the world's largest market, that gives us huge leverage that we wouldn't have as UK alone.”
Professor Rob Ackrill (Nottingham Trent University): “We are seeing currently the clear benefits of negotiating trade agreements at the EU level. At its most basic, the EU in total has more on the table than any individual country and thus has greater leverage and bargaining power.”
Terry Enga (International Trade Sector Adviser, UKTI South East): “The advantage of having trade and investment at a national level is that incentives can be more closely targeted. In the UK's case this has been very successful at attracting significant inward investment. The draw of being part of the EU is the driver for overseas companies to want to come to the EU. At the national level we can then put powerful arguments to locate in UK. This inward investment is a powerful boost to trade as well not just to EU but the Commonwealth, Middle East and other countries where the UK has influence. The national level should add value to the EU influence.”
Professor Eric Goodyer (De Montfort University): “Internally the EU supports the development of strong trade links and collaboration, mainly via the FP7 programme, which will in turn become Horizon 2020; and also thanks to the Single Market. Externally the resultant R&D and product development outputs are strongly placed to compete with other major trading blocs (USA-NAFTA, China-Far East etc) as they have already been tested commercially and technically within the internal market, and draw on the best that can be offered from the EU.”
Dean Finch (Group Chief Executive, National Express Group): “National Express Group is winning large contracts to operate services in Europe which I do not believe would happen if Britain left the EU.”
Ian Snaith (Consultant, DWF LLP): “The size of the EU market and the centralisation of trade negotiation provide scale and influence beyond those arising simply from WTO membership. In addition, the avoidance of tariff wars within Europe is an important benefit.  Measures against dumping, for example, would be very much more limited without EU collective action. The size of the market clearly encourages inward investment in the UK - that factor depends on the harmonisation of standards, many legal processes and similar rules within the single market..,”
Michael DC Johnson (former senior Government trade official): “The UK shares the interests of the EU as a whole in more ambitious trade policies, particularly as regards consistency of international rules and more market opening. This applies equally to the proposed TTIP with the USA, to continuing efforts, despite years of stagnation, to get more advance within the WTO Doha Agenda, and to developing economic relations with the BRIC countries. On our own we should be arguing for all these things. They are EU objectives too, and we have better chances of achieving them from within the EU rather than from outside...It is clear that for forty years the fundamentally liberal UK approach to trade and investment policy has had an important and beneficial effect on EU policy as a whole, and results have been achieved which are overwhelmingly to the advantage of the UK, whose voice has been stronger internationally as a consequence.”
[bookmark: _GoBack]Mike Bess (MD & Head of Policy and Strategy, Camco International): “The UK's membership and active role in the European Union is one of the major attractions for investment in the UK. Further, the UK has benefited enormously on the trade front as an EU Member. Having increasingly seamless access to the EU's internal trade, capital and labour market has benefited and will continue to benefit the UK going forward. Further, the common policy and trade platform provided by the EU opens non-EU markets to the UK that would otherwise be more difficult and more expensive to access.”
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