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Court of Justice of the EU on the EU-Singapore FTA, and the subsequent 

opinion of the EU Court of Justice, are discussed in terms of the potential effects 

on LRAs. The information collected and analysed in Chapter 4 is primarily 

derived from desk research and literature analysis. 

 

Chapter 5 provides policy conclusions and recommendations, at different 

governance levels (from a focus on the LRAs to the national and EU levels) on 

measures capable of increasing transparency and, thus, public trust in EU trade 

policy-making. Ways to improve public understanding of the importance of 

trade agreements, the negotiations processes and possible shapes that future 

agreements could take are likewise explored. The demands for greater 

involvement by Member States and regional governments as well as the type of 

reform measures needed for the Common Commercial Policy are central 

considerations when developing recommendations. A triangulation of the 

different methodologies followed throughout the study is used in Chapter 5. 

 

Further details are provided in annex 0 on the scope and methodological 

approach followed in the study. Likewise, annex 6.4 presents the founding key 

terms definitions used as a basis to structure and shape the study. 

  









http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Predominantly_rural_region
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Intermediate_region
http://ec.europa.eu/eurostat/statistics-explained/index.php/Glossary:Predominantly_urban_region
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a better, or less beneficial, position in the light of currently negotiated and 

upcoming international trade agreements. 

 

2.2.1 International Trade 
 

Macroeconomic data on international trade available at the national level is used 

in this report to highlight national differences in trade, and identify those 

countries participating more in globalisation, and those participating less.  

 

Figure 1 shows the export to import ratio of the years 2005 and 2013 by 

Member State, i.e. the value of exports divided by the value of imports. This 

indicator is important in trade liberalisation as it is widely used to fuel policy 

changes and decision-making with regard to trade agreements. For example, in 

France, politicians recently used the export to import ratio to argue for market 

closures and development of protectionist measures (Maligorne, Clémentine; 

Théobald, Marie, 2017) (Bartnik, 2016).  

 

Figure 1: Export to import ratio in the years 2005 and 2013 by MS 

 
        Source: Own elaboration based on Eurostat. 

 

In general, European regions have strong economic ties between each other and 

especially with their neighbouring countries, which manifest in their trade flows. 

Strongly related to their geographical position, but also notably linked to their 

economic strength, the Intra-European-Market is more important than economic 

ties to Extra European Countries. 
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This indicator is the value of export of goods and services divided by the imports of goods and services. 
Values higher than one indicate a positive trade balance whereas values smaller than one indicate a negative trade balance.
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trade relations in services with Extra-EU countries. This is also true for 

Denmark and Germany. Again, Central European countries have less 

pronounced ties to Extra-EU countries in the trade of services as well as some 

Eastern European Countries, e.g. Romania or Estonia. 

 

Figure 3: Distribution of Intra-EU and Extra-EU trade (exports plus imports)  

in services, 2015 (%) 

 
           Source: Eurostat, (bop_its6_tot). 

 

The most important extra-EU trade partner is the US with a share of respectively 

27% of all exports and 26% of all imports of extra-EU-countries. They are 

followed by Switzerland (with 14% of extra-EU exports and 9% of extra-EU 

imports). 

 

Figure 4, is an index capturing the intensity of foreign investment integration 

into the national economy. The data covers the period after the economic crisis 

(2008/2009) up until the data most recently available. Looking at FDI flow 

intensity we can conclude that, apart from the special cases Malta and 

Luxembourg, which have a significantly higher average FDI flow intensity than 

any other Member State, Ireland has exhibited the highest relative FDI flow 

intensity while Denmark exhibits the lowest.  
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Figure 4: FDI Flows Intensity in the years 2010-2012 by MS
1
 

 
Source: Own elaboration based on Eurostat National Accounts. 

Note: MT and LU are not included in the figure because the FDI flows were too high relative too all other 

examples in the figure. FDI flows intensity for MT is 6.2 (in 2010), 1.4 (in 2011), 92.5 (in 2012) and the FDI 

flows intensity for LU is 410.7 (in 2010), 677.8 (in 2011), 698.6 (in 2012).  

 

The evolution of FDI activity across the EU is rather uneven, which is likely to 

reflect a competitiveness deficit in countries receiving less FDI. Looking at the 

type of FDI in Ireland (over 2010-2012), investments are mostly found in three 

sectors: manufacturing, financial intermediation and other (i.e. non-financial) 

services (Vetter, 2014). 

 

It should be noted that important drivers (or more accurately, pre-requisites) for 

attracting FDI are linked to a well-functioning regulatory environment supported 

by strong institutions. Apart from national trends, regional differences in 

institutional structures and regulatory burdens may have an effect on the 

distributive effects of FDI flows across regions. Reinforcing competition and 

procurement regulations, in parallel with the liberalisation of trade, is considered 

an important approach to ensure positive economic impacts for regions 

(European Commission, 2010). 

 

 
1  Direct investment refers to the international investment made by a resident entity (direct investor) 

to acquire a lasting interest in an entity operating in an economy other than that of the investor 
(direct investment enterprise). Direct investment involves both the initial transactions between the 
two entities and all subsequent capital transactions between them and among affiliated enterprises, 
both incorporated and unincorporated. Data are expressed as percentage of GDP to remove the 
effect of differences in the size of the economies of the reporting countries.  
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debate, and the creation of an uneven playing field since domestic legislation 

disproportionally constricts EU producers in particular (especially in the use of 

biotechnology, environmental rules, chemical use and waste, and animal welfare 

rules) (DG Internal Policies, 2014). This is felt to further lead to the potential 

risk of lowering EU standards in these un-level policy areas only to help 

increase competition and protect markets from an influx of US products that do 

not meet these standards. Many argue that this dismantling of strong regulatory 

frameworks is one of the primary risks for consumers that value ecologically 

produced, non-genetically modified, food products, as well as EU sanitary 

standards (e.g. EU ban on hormone-treated beef and chlorinated poultry) 

adhering to strong animal and human welfare standards. Moreover, concerns are 

raised with regards to the EU trademarks (PDO, PGI), which provide EU 

consumers with a protected indication of quality and origin, and are also often 

considered as cultural heritages. 

 

In agriculture, extra-EU trade balance has been on an upward trend since 2010 

demonstrating a slightly positive ratio by the end of 2010 (Eurostat, 2017). In 

parallel a consolidation process has been occurring, and many comparably small 

farms in the EU have been increasing their productivity and size. This process 

can be attributed to many potential reasons, including the effects of the CAP, 

global developments which are also mirrored in the EU, and increases in 

technology (Copenhagen Economics, 2016). However, the outcomes of these 

changes can place regions, and agricultural sectors, in different positions in 

terms of their ability to benefit from free trade agreements.  

 
Figure 5: Extra-EU trade balance in agriculture 2006-2016 

 
Source: EC (2017) Agri-Food Trade Statistical Factsheet. 
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can be indicative of two trends, a shift in the emphasis on industry in a particular 

region, and technological advances in an industry that reduce employment 

requirements.  

 

Figure 7: Regional Employment in Industry 

 
 

According to a 2017 study on the Future of Industry in Europe, regions 

belonging to new Member States having joined since 2004 (EU-13) have on 

average more industrial growth than regions in the old Member States (EU-15). 

Looking at industrial enterprises, the study findings further suggest that 
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enterprises appear to be concentrated in Italy, Germany, Spain, Poland and the 

Czech Republic. However, a very large disparity in annual average gross wage, 

and labour productivity exists. Northern and central European regions 

continuing to demonstrate higher labour productivity and gross wages, although, 

eastern regions have begun to demonstrate the largest growth in labour 

productivity in recent years (Committee of the Regions, 2017). See Figure 7 in 

for the EU regional distribution of employment in industry. 

 

2.2.2.3 Services  

 

The tertiary sector is gaining importance in many EU regions. Services3 account 

for over 70% of employment in the EU, and approximately the same percent of 

its GDP, therefore, it is now the main employment source in the EU. In tandem, 

the European Commission has been working toward removing barriers for 

companies, making it easier for them to offer cross-border services (DG Growth, 

2017). Examining the inclusion of the service sector in FTAs is also of utmost 

relevance in line with the plurilateral Trade in Services Agreement (TiSA) 

negotiations on financial services, which reportedly could impact current and 

future FTAs negotiations. 

 

The real effect of trade agreements on the services sector depends on the 

agreement, and on the region in question. In eastern European Member States, 

such as Poland, Romania and Bulgaria service sector jobs make up a smaller 

proportion of jobs when compared to regions in the Netherlands, Germany, the 

UK, and other northern Member States. 

 

 

 
3  Services are defined as NACE 2 categories G to J and L to N and Division 95: Wholesale and retail 

trade; repair of motor vehicles and motorcycles; Transportation and storage; Accommodation and 
food service activities; Information and communication; Real estate activities; Professional, 
scientific and technical activities; Administrative and support service activities; Repair Services. 
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than other regions in the EU. Importantly, most of these regions have the 

common characteristics of being at a fringe location in relation to the most 

economically dynamic areas and main markets in Europe. These disadvantaged 

regions are also frequently found in new Member States, which are facing 

persistent regional and spatial challenges.  

 

Figure 10: Employment Rate as Percent of Population  

Aged 15-64 in 2014 

 
                    Source: Eurostat. 
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deductions on the role of technology and trade liberalisation in terms of job 

creation/job destruction cannot be drawn at this level of analysis. 
 
2.2.4 Market Size  
 

Purchasing power per inhabitant follows a similar trend to employment. This 

indicator looks at gross domestic product (GDP) per inhabitant at current market 

prices by NUTS 3 regions.  

 

Figure 12: GDP at Current Market Prices 
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development foundation which may only enter a negative cycle when faced with 

increased pressure and competition. 

 

Population change is considered the result of two factors, the natural population 

changes and net migration (including a statistical adjustment) (Eurostat, 2016). 

Migration can be used as an indicator of regions that are attracting populations, 

and those from which people are leaving. In general, migration follows the trend 

of outmigration from regions of poor development prospects, toward regions 

where development and job opportunities exist. This migration can occur 

between regions in one Member State, or can be the result of migration between 

different Member States. Moreover, regions outside the EU, in particular those 

with local conflicts, also exhibit a large outflow of migration. To this end, the 

influx within EU Member States should be considered through the lens of 

national policies on immigration and on refugees as well. This having been said, 

regional differences in migration can point to natural changes as well as 

exogenous factors.  

 

Many of the regions in Germany exhibit a high net inward migration. Of the 20 

regions with the highest net migration (approximately 15 per 1 000 inhabitants 

or more) 12 were in Germany. When looking at all regions at NUTS 3 level with 

an inward migration of 8 per 1 000 inhabitants or more, one can see that 217 

regions fit this category, of these, 147 are in Germany5 and most others are in the 

UK, France, Austria and Sweden, meaning that the highest concentration of net 

inward migration was seen in these countries. However, the region of Ilfov, in 

Romania, actually exhibited the highest rate of net migration (at nearly 30 per 1 

000 inhabitants). As is mentioned, migration data includes rural to urban 

migration within one Member State, as well inter-MS migration. Therefore, in 

the case of Ilfov, this change can be rather interpreted as a negative one, and an 

impact of uneven territorial development and a strong rural to urban migration 

within Romania (Committee of the Regions, 2016). Net emigration was 

observed across Southern and Eastern Europe, as well as some areas in northern 

Europe and the Baltics.  

 

 
5  NUTS 3 level. 
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