96. Trade within the EU & single market
1. Missing words

The European Union (EU) is a group of 28 countries, including the UK, which form a single market designed to promote the free movement of goods, services, ___________________and people.  It represents a market of over 500 million people and accounts for 25% of the world’s economic ___________________.  All member states are part of a customs union which prohibits tariffs and ___________________ within the EU.  Additionally, a common external ___________________ is applied on all imports from non-member countries.  The EU has created a number of common policies in areas such as agriculture and competition, as well as a single currency, the euro.  Half the UK’s trade takes place with other EU members.  However, there are still a number of barriers preventing __________________ trade in services between members.  This acts as an obstacle to the creation of a full single market, given that services account for over 70% of EU GDP.

Hint: words from – activity, capital, free, quotas, tariff

2.  Outline two:

2.1 Outline two possible benefits for UK firms from trading within the EU:
______________________________________________________________________________________
______________________________________________________________________________________
2.2 Outline two potential concerns for UK firms about Britain’s membership of the EU.
______________________________________________________________________________________
______________________________________________________________________________________
3. Data response:

3.1 Which business term sums up the benefit outlined in the 5th bullet point above?
______________________________________________________________________________________

3.2 Explain why car manufacturers such as Nissan UK see value in Europe’s single market.
______________________________________________________________________________________
______________________________________________________________________________________
3.3 Explain in your own words the value of free movement of labour to a car business such as Jaguar Land Rover.
______________________________________________________________________________________
______________________________________________________________________________________
96. ANSWERS – Trade within the EU and single market
1. capital … activity … quotas … tariff … free

2.1 
· Increased sales resulting from access to a huge market free of trade restrictions

· lower unit costs resulting from economies of scale; easier access to a large pool of labour and capital to finance investment.

2.2 
· Some business leaders maintain that Britain would do better if freed from EU employment laws such as the Working Time Directive (but does anyone want Junior Doctors to work even longer hours?)
· And some private equity and hedge funds (based in the City of London) claim that European regulations could restrict their freedom to invest 
3.1 Which business term sums up the benefit outlined in the 5th bullet point above?
· Economies of scale

3.2 Explain why car manufacturers such as Nissan UK see value in Europe’s single market.
· A single market means common standards for practical things like airbags, minimum size for brake lights and so on. This helps firms mass-produce cars and therefore cuts unit costs

3.3 Explain in your own words the value of free movement of labour to a car business such as Jaguar Land Rover.

· If sales are booming in China a car firm wants to quickly boost supply to meet demand; if certain labour skills are in short supply in the UK, it’s great to be able to recruit from Poland or Germany – allowing the expansion to happen (providing jobs for lots more people in this country)
Extract from the UK Motor Industry’s Case for staying in the EU


The attractiveness of the UK as a place to invest and do automotive business is clearly underpinned by the UK’s influential membership of the EU.


Access to the Single Market is fundamental for securing investment into UK vehicle and engine manufacturing and across a highly integrated supply chain. 


Access to the EU market is reflected in the fact that 49% of UK-produced vehicles are sold across the largest Single Market in the world, unhindered by any tariffs or costly regulatory barriers. 


The EU’s bargaining power in trade negotiations around the world is immense; paving the way for the UK to export over 50% of locally-manufactured vehicles to growth markets across the rest of the world.


Free movement of labour within European borders gives automotive businesses the ability to blend UK and international talent at all levels of the industry.


We asked SMMT* members for their views on the UK’s EU membership. Their verdict is clear. 92% of automotive companies said it was more beneficial to their business for the UK to stay in the EU. 


Source: Report by the *Society of Motor Manufacturers and Traders, March 2014
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