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Review of UK & EU balance of competences: Trade & Investment 
Submission from The Scotch Whisky Association


General Overview

The Scotch Whisky Association (SWA) welcomes the opportunity to provide input to the UK Government’s balance of competences review.  The SWA is the industry’s officially recognised representative body, responsible for protecting and promoting Scotch Whisky at home and abroad.  Its members export to over 200 markets worldwide; in 2012 industry exports were worth around £4.3bn, representing nearly 25% of all UK food and drink exports.  (With member companies also owning the import and sales teams in many overseas markets, the real value to the industry and UK plc is far higher.)

Sales of Scotch Whisky within the 28 EU Member States total more than half a billion bottles, or around 40% of the industry’s volumes.  The EU is vital to the industry’s long-term sustainability, both as an internal market and as a strong voice in international trade negotiations.

The trade environment within the EU internal market, in which one set of common rules applies, is immeasurably simpler than the alternative in which 28 different regulatory regimes would operate.  EU rules, agreed with considerable input from UK officials and MEPs, impact on almost every facet of trade in Scotch Whisky.  These include: spirits definitions; protection of ‘geographical indications’ (such as Scotch Whisky); labelling; taxation; a standardised range of bottle sizes; holding and movement of excisable products; and environmental issues.

While the internal market is not perfect, the existing arrangements permit the UK Government to help shape the rules which govern it; they also greatly facilitate the resolution of problems arising from the inappropriate application of EU rules.  Securing and maintaining an optimal trading environment requires a strong UK presence when legislation is being prepared or amended.

The influence of the EU extends well beyond the single market.  The European Commission, again with considerable input from UK officials, has been a strong and effective supporter of the industry’s wider interests in international trade negotiations whether at the multilateral, regional or bilateral level.  It has successfully secured the removal of tax and other discrimination against Scotch Whisky in third countries using the World Trade Organisation’s (WTO) dispute settlement mechanism.  Indeed, the EU’s use of the dispute settlement process and WTO disciplines more generally has been of considerable benefit to the sector.  As the world’s foremost internationally traded spirit drink, Scotch Whisky derives enormous benefit from the EU’s expertise and negotiating muscle in the areas of trade policy and market access globally.

Consequently, the SWA is a strong supporter of maintaining the UK’s active involvement within the EU.  In the fields of international trade policy and internal market regulatory harmonisation, we see no issues which require subsidiarity or to be repatriated to national level.

The current call for evidence focuses on trade and investment.   The following provides more detailed commentary on the questions of relevance to the Scotch Whisky industry.  

Specific questions in BIS Trade & Investment call for evidence 

There are many occasions when it is in the UK’s interest to act in concert with other countries, particularly EU Member States – the largest trading bloc in the world.  This is certainly the case when it comes to international trade negotiations, where the significant additional leverage that the European Commission can command acting on behalf of all 28 EU Member States, far outweighs the UK’s negotiating ‘muscle’.  

The SWA believes the EU’s capacity to pursue a large number of ambitious negotiations with third countries, and trade blocs, is of key importance.  At present, for example, FTA negotiations continue with the likes of India, ASEAN countries, and the United States.  Each negotiation is complex and resource intensive, with the potential to deliver important commercial benefits.  Each negotiation would place significant demands on national administrations, with less room to manoeuvre and fewer options to secure a comprehensive package.   

The industry is supportive of, and able to actively engage in, the Commission’s FTA agenda and more general market access work.  The success of this approach has been illustrated by a variety of wide-ranging EU FTAs, such as those with South Korea and Andean countries.  On each occasion, the offensive and defensive interests of the Scotch Whisky industry were largely taken into account and benefits secured.  Agreement was reached on tariff elimination, protection of the geographical indication ‘Scotch Whisky’ and mechanisms to tackle discrimination, for example in relation to excise tax arrangements. 

Given the ambitious trade policy agenda being pursued, it is important to have the necessary resource and political weight to seek implementation of any agreements that are negotiated.  Endless negotiation without effective implementation serves little purpose. Additional resources should be considered to assist the Commission in its effective enforcement of commitments made under trade agreements.    

The combined global footprint of the British Embassy and EU Delegation network, with their excellent local connections and knowledge, supports the industry’s market access agenda.   The network does important work in ensuring a co-ordinated response in-market, through the local EU market access teams, to trade issues that arise.   

The Association maintains a close liaison with that network and invariably receives excellent support.  EU and UK officials recognise that Scotch Whisky is a major component of the wider EU spirits industry and, as a result, the importance of tackling market access issues facing the sector.  This helps to amplify for third countries the seriousness of addressing the industry’s market access concerns.  

It is, of course, essential the UK Government retains its own trade policy expertise in order that Britain’s interests can be strongly represented in EU forums. It is important to have a strong voice for an open and liberal approach to trade in the Trade Policy Committee, where all the key decisions affecting the EU’s trade relations with third countries are taken.  This acts as an effective counterbalance to the protectionist tendencies of some Member States.

The industry’s trade issues in its key export markets are also regularly addressed through the EU’s market access strategy, most notably in the Market Access Advisory Committee where UK Government officials are able to represent British commercial interests.  Working together, the industry, UK Government and European Commission can point to numerous trade barriers that have been removed, supporting the competitiveness of the sector.  

The EU is also delivering, and supporting the UK’s commercial interests, through its work at the WTO in Geneva.  A concerted voice in the Council for Trade in Goods, TBT and SPS committees, for example, helps to ensure that industry objectives are effectively raised with third countries.   Joint work on WTO accessions and trade policy reviews means that issues receive meaningful consideration and cannot be ignored by trading partners.  

The EU’s willingness to pursue issues through the WTO dispute settlement mechanism has been of great benefit to the sector.  Four WTO dispute settlement panels have, for example, considered issues related to the internal tax arrangements for spirit drinks[footnoteRef:1].   As a result, the case-law is clear and WTO members should apply ‘similar’ taxation to ‘directly competitive or substitutable products, so as not to afford protection to domestic production’.  European expertise and resource capacity was instrumental in securing jurisprudence that is of enormous importance to the Scotch Whisky industry. [1:  	See Japan – Alcoholic Beverages II, Chile – Alcoholic Beverages, Korea – Alcoholic Beverages, Philippines – Taxes on Distilled Spirits.  ] 


Conclusion

The existing arrangements covering international trade work well for the UK.  At the macro level, Britain benefits from being part of the world’s largest single market and from the negotiating power that this brings to the international trade arena.  Acting as a bloc gives additional weight to the EU spirit drinks industry’s agenda and, as a result, does much to boost the position of the Scotch Whisky and the wider UK spirits sector. 

At the same time, the industry is still able to benefit from the strong support it receives from government departments and the UK’s ability to pursue its own trade and investment agenda.  

The Association therefore sees no advantages in altering the current balance of competences in this area. We believe that the European Commission’s exclusive competence in respect of the EU common commercial policy makes sense and should be retained. 


The Scotch Whisky Association
Edinburgh									        August 2013
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