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About ADS
ADS is the premier trade association advancing the UK’s Aerospace, Defence, and Security industries, with Farnborough International Limited, the organisation that runs the Farnborough International Airshow (FIA), a wholly-owned subsidiary. ADS comprises around 900 member companies across all four industries, with over 850 of these companies identified as Small and Medium Size Enterprises (SMEs). Together with its regional partners, ADS represents over 2,600 companies across the UK supply chain. 

The UK is a world leader in the supply of Aerospace, Defence, Security and Space products and services. With strengths in both manufacturing and innovation, the four sectors that ADS represents support one million UK jobs, export £22bn and invest around £3bn in Research & Development on an annual basis. 

Summary of ADS Contribution
· The UK benefits from EU’s ability to conclude International Trade Agreements
EU trade agreements in civil aircraft have opened up the internal market and harmonised customs and trading standards for the UK aerospace industry. Further development through the EU on US TTIP negotiations could signal greater trade opportunities for UK industry.

· UK industry benefits from member state competency over trade promotion
Member state control over trade promotion allows the UK to ensure it can develop businesses opportunities for industry, according to unique national and industrial capabilities. This also ensures that complex processes such as those in the UK defence industry remain under promotion of national interest.

· Member States must retain Defence and Security Competence
The UK must work within the EU institutions to ensure that member states retain competence over external trade in defence equipment and services. The complex nature of the global defence trade and lack of wide-ranging EU expertise could cause distortion and reduce competitiveness. 

· UK Aerospace, Defence and Security Industries operate in a completive, global market
The four leading industries which ADS represents rely on the ability to access global trade, and both compete and engage with new and emerging markets. EU competence over trade and investment therefore impacts directly on the ability of UK businesses to grow and export their products and services.


1. EU Trade and Investment Competence and the UK Aerospace, Defence and Security Industries

1.1. The UK’s aerospace, defence and security industries operate in a global market. The ability to trade across the world into both existing and emerging markets is essential for the industry ability to grow. In particular, the aerospace industry in the UK represents the largest in Europe, with sales to the Rest of the World totalling £6.9bn in 2011, with another £3.48bn exported to the US. Both these figures rose from 2010 levels[footnoteRef:1].  [1:  ADS Group Aerospace Survey, 2012] 


1.2. Exporting to the global market is therefore essential for the long term sustainability of the UK’s aerospace, defence and security industries. EU competence over developing international trade through Free Trade Agreements (FTAs) and within WTO negotiations has a direct impact on the ability to import and export components and products. EU competence at a trade and investment level also affects the UK’s extensive supply chains, where EU access to emerging markets and the removal of barriers to trade can increase the ability for SME’s to export their products and their technology. 

1.3. As such, ADS’s contribution will seek to consider key areas of EU competence surrounding trade and investment which impact specifically upon the UK’s aerospace, defence and security industries. It should be noted that the purpose of this contribution is not for ADS to determine whether the UK would benefit from either being part of or independent of the European Union. ADS believes that as the EU and its institutions currently play a key role in shaping the operating environment for UK companies, the UK must seek to maximise its influence – in whichever capacity – in order to support and expand economic growth, trade and global competitiveness.

2. EU competence over trade agreements and the future EU-US Transatlantic Trade and Investment Partnership (TTIP)

2.1. EU competence over negotiating international trade agreements on behalf of its member states means it is uniquely placed to utilise the power of a large trading bloc, in developing new trade links with emerging markets and seeking to remove potentially restrictive trade barriers. This has a positive effect on the UK and UK industry. EU competence allows the strength of a 500 million consumer, 28 member internal market, with harmonised customs laws, in order to create new business environments for UK companies to compete overseas. 

2.2. Previous agreements shaped by the EU have been successful in developing agreements for a wide range of measures which affect the UK’s aerospace industry in particular. The pluri-lateral ‘Agreement on Trade in Civil Aircraft’ has allowed for the elimination of import duties between the signatory countries on all civil aircraft, as well as on civil aircraft engines and their parts and components, all components and sub-assemblies of civil aircraft, and flight simulators. This significant and wide ranging agreement could only have been carried out at an EU level, rather than at a UK level, due to the inherently pan-European nature of major UK based aerospace companies. 

2.3. The potential for a wide ranging agreement with the United States under the Transatlantic Trade and Investment Partnership (TTIP) is seen as an additionally positive step for industry and the UK economy. A widespread agreement could pave the way for more standardised and uniformly applied customs procedures across the single market and the US, changing any current lack of alignment in trade which contributes to impeding the flow of supply chain goods within the aerospace, defence and security industries.

2.4. However, on matters of trade disputes, whilst the EU has the power to bring up disputes with the WTO, the UK cannot and in some areas does not, get the desired support from the EU Commission if other member states are unwilling to back such action. Alongside this, the EU’s ability to develop wide ranging trade agreements means it is continuously looking to include significant industries which are currently a member state competence, of which defence remains a significant concern for the UK.

3. Promotion of Industry and Trade

3.1. The UK’s aerospace, defence and security industries benefit from the UK having control over its own promotion of external trade. Whilst EU assistance can showcase the benefits of the EU’s internal market, the UK’s ability to promote trade allows for the greater influx of business from non-EU nations on specific areas of expertise. In the aerospace industry, the pan-European nature of the UK’s large aerospace businesses means that whilst potential EU coordination of trade promotion with other member states could develop larger market opportunities, UK competence over the majority of its trade promotion ensures that unique national capabilities are highlighted to potential investors. For the defence industry, as the UK is one of the EU’s largest exporters of defence goods and services, the promotion of UK national interests in relation to our ability to promote and conduct bilateral defence trade agreements is significant and requires that the UK is able to act on its own national terms. 

3.2. The promotion of defence exports and the UK defence trade is a particularly complex and predominantly sovereign activity. In order for the UK to achieve success within the industry, this process requires a coordinated approach across government and industry. As defence sales move beyond the traditional equipment/product sale and begin to demand complex arrangements including offset, industrial participation, technology transfer and other partnering packages, it means that there must be a complex response by ‘UK-PLC’ - comprising key government departments UKTI-DSO, the FCO, Cabinet Office, MOD and industry. ADS believes that there would be little gained from having an EU trade promotion input into an already highly complex environment.

4. Defence, Security and EU Trade and Investment
4.1. The UK holds significant expertise, knowledge and manufacturing capabilities through major global defence companies, with BAE Systems, MBDA, QinetiQ and Finmeccanica all holding a large UK presence. Whilst the provision of defence is exclusively a member state competence, the EU has begun to increase its harmonisation of the defence trade within the EU. Measures such as the 2009 Defence Package (Directive’s 2009/81 covering defence procurement and Directive 2009/43 covering intra-community transfers) have created the scope to develop greater internal competency of the Commission in defence have signalled an intent to align the external European defence trade.

4.2. However, whereas the above directives were established to create safeguards on security of information and strengthen the technology industrial base across Europe, any development by the EU to increase its competence over external defence trade would be misguided, and would negatively affect the UK’s defence industry. Such measures would afford to those countries within the EU which possess either a limited or no defence industrial capability (or those who lacked the political disposition to develop such capability), the ability to exert an undue amount of influence and control on the capacity of other Member States to conduct international defence sales.

4.3. As one of the EU’s largest exporters of defence goods and services however, the UK must ensure that it utilises its unique and strong position within the EU to protect member state competence. By operating within the EU institutions and drawing upon the knowledge, technology and expertise of its defence industry, the UK has the ability to ensure that it protects member state competence over promoting and conducting defence trade agreements.
 
5. Conclusion

5.1. [bookmark: _GoBack]The economic weight of the EU and potential opportunities seen by international partners of the EU single market, means that the UK benefits from EU competence over negotiating trading agreements on behalf of the 28 member state trading bloc. Measures seen in safety regulations and the elimination of import duties for aerospace components and services for example, demonstrate this benefit to UK industry. Moreover, potential new agreements such as the on-going negotiations with US through TTIP, could bring significant new business opportunities to UK industry, throughout the supply chain. However, ADS would urge that the UK uses its position as a strong member state to maintain control over competence of defence trade and sales, as UK national security interests and expertise within this market may be diluted by EU involvement and by that of member states lacking the required knowledge of significantly complex procedures. 
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