Executive Summary

Chapter 2: Opportunities for Trade and Investment Growth

The potential for growth in trade and investment over the next decade and beyond is

huge, if protectionist pressures can be avoided and other challenges addressed.

Bilaterally and multilaterally we will work to improve UK businesses’ access to

opportunities. Our approach is global and will include markets where the UK is already

strong, for example the EU Single Market, together with the fast-growing emerging

markets that play an increasingly large role in global trade and investment. Britain is

able to build upon its existing strong relationships with many countries across the

world. (2.1 – 2.5)

The EU is central to growth in the UK, and other developed countries are and will

continue to be significant markets. But most new trade growth will come from the

new emerging economies. The eight largest emerging markets have a combined GDP

roughly equal to that of the US, but in 2009 the UK’s export of services to these

markets was around a third of that to the US. (2.6 – 2.10)

The EU will be Britain’s major market for at least the next 10 – 20 years. But it will be a

relatively slow growth region unless there is major further progress in reforming and

deepening the Single Market. (2.11 – 2.16)

Barriers to other developed countries tend to be regulatory, rather than tariff-related.

(2.17 – 2.18)

UK-US trade relations are exceptionally close and deep. The UK is the largest foreign

investor in the United States and the US is the UK’s top export destination after the

rest of the EU. But UK businesses face difficulties from the complexity of the US

regulatory environment and from litigation risks. Big economic gains are possible from

simplifying this and the EU-US Transatlantic Economic Council can help get things

moving. (2.19 – 2.24)

There is also a close relationship with Japan, in particular through Japanese investment

into the UK. Exports to Japan are growing but the environment can be challenging. The

Government supports launching negotiations on a comprehensive and ambitious

EU-Japan Free Trade Agreement. (2.25 – 2.31)

Canada is a major export market. If an ambitious EU- Canada Comprehensive

Economic and Trade Agreement can be completed this year, this will open up market

access further and benefit the UK by up to £420million per year. (2.32)

There is a similarly close relationship with most other developed countries. (2.33 – 2.34)

The Government aims to boost the UK’s ties in all areas with the emerging powers,

notably China, India, and Brazil so that UK firms can benefit from their rapid growth.

There is much to do: the environment is challenging and UK firms are not always

competing effectively. (2.35 – 2.39)

The opportunities and challenges in China are great. The UK will use all the

instruments at its disposal to get better market access for UK firms and to encourage

Chinese investment in the UK. (2.40 – 2.43)

The economic opportunities are equally great in India. Relations with India are deep.

There are strong partnerships in many areas and India is becoming a significant

investor in the UK. An ambitious EU-India Free Trade Agreement, which we hope can

be concluded in 2011, should boost both UK and Indian firms. (2.44 – 2.47)

Brazil offers big opportunities notably in energy, services and science. But overall the

bilateral trade and investment relationship is underdeveloped. An ambitious and

comprehensive EU-Mercosur Free Trade Agreement would make a big difference.

(2.48 – 2.51)

In Russia, the business climate makes the country a difficult market for exporters,

though some UK firms have invested heavily in Russia. WTO accession would be good

for Russia and the global economy and we hope it will be possible in 2011.

(2.52 – 2.55)

The Gulf is already a significant market and many opportunities exist for British

companies, especially in supporting the vast infrastructure work planned in the region.

We will work closely with the Gulf States and business to further develop UK-Gulf

trade and investment. (2.56 – 2.58)

South Korea is becoming a significant international player and driver of world growth.

The UK was the largest foreign direct investor in Korea at the end of 2009. The

relationship can only improve when the EU-South Korea FTA comes into force later

this year, bringing about £500m in economic benefit. (2.59 – 2.60)

The UK also has significant interests in other emerging powers. The UK-Mexico

bilateral trade relationship is under developed whilst wider relations are strong. South

Africa is an important trading gateway to the rest of the continent. We aim to double

trade with Turkey and support its accession to the EU, with whom it is already in a

Customs Union. The Association of South East Asian Nations (ASEAN) offers some

major high-growth markets, notably Indonesia. EU FTAs will help here too. Finally,

there are good long-term prospects in North Africa despite current instability.

(2.61 – 2.65)

There is evidence that Commonwealth countries trade more with each other than

would be expected from other factors, because of the legal, political, cultural and

linguistic bonds which link us. There is much scope to develop this further.

(2.66 – 2.67)

The UK is committed to helping developing countries take advantage of the

opportunities presented by international trade as an important tool for stimulating

growth, raising incomes and creating jobs. Freer trade can also improve food security

and contribute to reducing conflict. The UK has ambitious bilateral aid programmes,

with a strong Aid for Trade element, to help increase trade and regional integration in

the developing world. (2.68 – 2.72)

Sub-Saharan Africa has strong growth prospects, but remains poorly integrated into

the global economy. The region needs broader and deeper market integration,

including infrastructure for power, transport and communications that will at the same

time strengthen ties with global markets. Supporting trade and regional integration,

through our Africa free trade initiative, is a top priority for the Government. We will do

all we can to support African leaders to implement their plans outlined in the 1991

Abuja Treaty to move towards an African Economic Community. (2.73 – 2.79)

Despite its consistent growth record, South Asia has a high concentration of poverty.

Intra-regional trade flows are low compared to their potential. Improved trade

facilitation and logistics could cut the cost of trading by up to 70% within five years,

helping create jobs, boost growth and improve the lives of poor people. The

Government is using Aid for Trade to address priorities identified by businesses and

partner governments in the region. (2.80 – 2.82)

In the Caribbean, significant pockets of poverty remain and the region is vulnerable to

shocks. The region needs a more resilient economic base. We will support this by

helping to implement trade agreements, improving the environment for business and

lowering the costs and time needed to import and export. (2.83 – 2.84)

We are also working to improve the environment for trade and investment in the most

fragile and Conflict-affected states of the world and also in the overseas territories.

(2.85 – 2.88)

This Government will actively support UK firms and developing countries to take the

opportunities offered by trade and investment to build prosperity for the UK and

promote development worldwide. (2.89)
