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The British Chambers of Commerce (BCC) is a dynamic, high-profile and independent business network of 53 Accredited Chambers across the UK, representing thousands of businesses of all sizes and sectors. Local Chambers sit at the heart of the community, working with businesses of all sizes, and representing all sectors. Our mission is to make the Chamber network an essential part of growing business; we do this by sharing opportunities, knowledge and expertise.

We’ve been growing British business for more than 150 years, providing companies with practical support, useful connections and valuable access to new ideas and innovations. Even though we’re not for profit, we’re powerfully placed to help those who are.

Introduction
The BCC welcomes the opportunity to respond to the Trade and Investment Review as part of the review of the Balance of Competences between the UK and the EU. However, we are concerned that the unnecessarily complex questions included in the call for evidence could prevent some key stakeholders from engaging in this process. We hope that this is taken into consideration for the remaining semesters.
The safeguarding of the interests of UK businesses is critical to the debate on the future of Britain's relationship with the EU. The BCC is leading the EU debate within the business community as the network that delivers both extensive trade support to British firms as well as representing the interests of British business.        
As things stand, the EU has competency for all of trade policy except trade and investment promotion, where the UK has full latitude to market UK plc around the globe. This balance of competencies means that while the UK is free to pursue inward investment opportunities and support exporters in breaking into new markets (subject to state-aid restrictions), it is not free to set its own border tariffs/quotas for goods coming from outside the EU, nor to negotiate trade agreements with countries outside the EU, nor to impose antidumping or anti-subsidy penalties, nor to introduce safeguard measures against sudden surges of imports into the UK.  At the same time, implementation of customs laws and export controls are devolved to national level - in the UK to HMRC and its agencies.

We believe this balance of competences to be broadly appropriate and we develop our reasoning below.

What are the advantages and disadvantages of the EU’s competence over trade and investment, particularly in relation to international trade and investment negotiations?

And...

What future challenges/opportunities might we face on trade and investment policy and what  impact might these have on the UK national interest?

The UK's trade and investment activity benefits considerably from the EU's global commercial, political and diplomatic clout. The EU is the largest economy in the world with a GDP of around €13 trillion and a population of 500 million. Over 30% of global trade involves Europe. The EU is the main trading partner of 80 countries (the US for just over 20 countries). The EU has played a key role in boosting global trade whether through multilateral agreements such as GATT, or negotiating bilateral trade agreements with key markets.  The EU's sheer scale and power to negotiate liberalising trade and investment deals with key trading partners such as India, Canada, Singapore (ongoing, Colombia, Peru and Korea (just finished) and the US (just started) benefits UK businesses. 
New EU deals with emerging economies will also help UK businesses to increase their exports to these destinations, a vital step in view of the possibly long-term negative impact of the crisis on EU (especially eurozone) markets. The BCC’s most recent international trade survey results showed that in early 2013, 57% of Chamber member exporters were exporting to the Middle East and Africa, and 51% to non-EU Europe. The EU's influence in plurilateral deals (International trade agreements, procurement) will also help further  UK to drive liberalisation in the emerging economies, increasing trade and export opportunities for UK firms.

With the most-favoured nations (MFN) tariffs now at manageable levels (the global average approximately is 10%), the relative importance in trade talks of non-tariff barriers (NTBs) and technical barriers to trade (TBTs) has risen. These obstacles to free trade are especially key for the UK because their impact is greatest on services. On balance, it is likely that the UK has a better chance of achieving success in knocking down TBTs and NTBs which are relevant to the UK's services export profile if it negotiates as part of the EU than if it negotiates alone.  In addition to classic market access (tariffs, TBTs, NTBs) and FDI, the EU has also embarked upon a new and deeper trend in its talks with trade partners in that the EU now also insists that its partners adhere to EU competition policy principles as part of its deals. In the case of Colombia and Peru, the EU even managed to bind sub-national authorities to these principles. Realistically, it is unlikely the UK alone would have been able to achieve this result alone. 

However, bilateral trade and investment deals between the EU and third countries are detailed and complex with areas of emphasis and opportunity prioritised by both sides. Historically, the EU has in its negotiations emphasised those areas which are most liberalised ‘at home’.  For this reason, the functioning of the Single Market cannot be totally separated from the EU’s competence over trade. A recent example is the EU's ab initio exclusion of audiovisual services from EU-US trade talks. More generally, trade policy is bundled together with other EU objectives, such as development, environmental, social and human rights objectives. The desire to add non-trade issues into trade agreements is likely to be increased by the European parliament. As well as allowing for retaliation, the bundling of other issues into trade agreements can slow down agreement and become an excuse for protectionism.

The current and future challenge is for the UK to push for deeper liberalisation of services within the single market if the EU is, in turn, to push services liberalisation in its global trade deals. In the same vein, the UK should alert the Commission swiftly to any protectionist measures by EU governments masquerading as 'strategic' sectors/'national champions'/'reciprocity'. Not only will such behaviour prevent UK companies from enjoying their full rights to the single market, it will also hamper the EU's clout in talks with global partners.


What are the advantages and disadvantages of having trade and investment promotion largely at the national level? How well has this delivered on UK objectives? 

The UK’s interests around trade and investment promotion often differ from other member states so it cannot rely on others to make its case for it.  The UK competes with its EU partners  for foreign investment and has the flexibility at the national level to attract investors by providing a more enterprise-friendly business environment at home. Historically, the UK has been among the EU’s biggest recipients of FDI. It is difficult to imagine how investment promotion outcomes could be improved by the UK relinquishing its competency in this area. Across the EU as a whole, the need to remain relatively attractive to overseas investors is a key pressure on national governments to keep business taxes low and the wider business environment competitive.  Altering the balance of competences in this area would have negative consequences far beyond the promotion of international investment. 

As with investment, the UK’s economic interests are best served through competence in trade promotion resting at the national level. Our members tell us that they want a system for trade promotion that is tailored to the needs of British businesses, both here in the UK and in-market. They value a seamless system that connects businesses in their locality to opportunities in overseas markets. BCC and the network of accredited Chamber of Commerce therefore welcome the Government’s current programme to develop the network of British Chambers overseas and to strengthen their growing links to accredited Chambers in the UK.  By developing the British Chambers overseas as a practical platform for businesses to access new markets and by creating a firm two-way trading link between UK and overseas Chambers, we can enhance the future export competitiveness of the UK within the current allocation of competences in this area.

What are the likely advantages and disadvantages of moving from national to EU competence in relation to investment protection?
Despite the current economic crisis the EU remains the largest global investor and the world’s largest destination for investment. However, as the system of international dispute settlement is increasingly being challenged, EU institutions and member states do not share a common approach on how to reform the international investment system. 
International investment rules at the EU level are not regulated by a single international organisation. Instead, countries sign bilateral investment treaties (BITs), which set standards to regulate the treatment of host states to investors, and grant private companies or individual investors the right to initiate claims against host states.
The BCC feels the divergence of opinion between the Commission, the Council and the European parliament sends out mixed messages. The Commission stresses the importance of strengthening investment protection with the Council endorsing this position and calling for the EU to increase the current level of protection and legal security for the European investor abroad. However, the European Parliament has called for a more balanced investment policy that takes into account other principles that it considers to be as important as investment protection. Another major divergence of opinions concerns how future BITs should be negotiated. The European Parliament publicly called for a strong EU template for investment agreements. However, the Commission has ruled out the possibility of creating a model BIT for all future investment agreements. Instead, negotiations will take place with third countries on a case-by-case approach. In addition to this lack of a common approach, co-ordination between the different institutions is poor. This has led to member states such as Germany, France, the Netherlands, Spain and the UK fearing the Commission will negotiate weaker treaties than their own BITs. This filters down to UK businesses who ultimately will suffer a loss in confidence in the Commission safeguarding their interests at the EU level. 

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’s support for open and fair trade depends on a level playing field between domestic and foreign producers. Trade defence instruments, such as anti-dumping or anti-subsidy duties, are ways of protecting European production against international trade distortions.

Our members feel the EU still needs to figure out how to work with member states to ensure that European companies enjoy a level playing field. The immediate questions are whether, when, and how it should intervene in individual disputes between European companies and non-European states. There is a lack of clear guidance for companies on whom to go to for investment disputes making it much harder and more costly for our Chamber members to navigate the current system.

The BCC would be keen to engage further as this review progresses. The BCC will continue to poll our members on issues relevant to this review and we will communicate our findings as soon as they are available.
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