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Introduction

By negotiating a ‘special status’ for the UK within

the European Union, the Prime Minister has

achieved a number of concrete reforms which will,

if implemented, make the EU work better for

British businesses. Coupled with the added impetus

the renegotiation process has given to reforms

already underway in Brussels, the CBI considers

that, overall, business can be pleased with the deal.

On 19th February 2016, after months of protracted

negotiations, the UK Prime Minister David Cameron secured

a deal with the 27 other European Union Heads of State on a

series of reforms to change Britain’s relationship with the

European Union. The deal has paved the way for an in-out

referendum on the UK’s EU membership to be held on 23rd

June 2016.

The CBI has been representing the views of its members in

debate about the UK’s future in the EU ever since the Prime

Minister put the prospect of a referendum on the table in his

seminal Bloomberg speech in January 2013.

Also in 2013, the CBI’s Our Global Future report set out the

business vision for a reformed EU. It concluded that while

there are numerous benefits for British businesses from EU

membership, the EU is far from perfect and must reform.1

The most important benefit to EU membership our members

identified was unfettered access to the Single Market of 500

million consumers, enabling them to operate under a single set

of rules; attract more overseas investment; access the skills

they need to grow; and granting preferential access to global

markets through trade deals the EU negotiates.

But we said that the EU should build on these strengths to

become more open and outward-looking, improve its approach

to regulation, and achieve a better balance between Member

States and the EU itself.

An economic literature review suggests that membership of

the EU has boosted the UK’s GDP in the order of 4%-5%,

roughly translating to £2,700-£3,300 a year per household.2

This document assesses what the reforms achieved by the

Prime Minister’s negotiations, coupled with those already

underway in Brussels, mean for businesses. It focuses on 5

main areas:

1. A more open EU: a renewed focus on the Single Market

will increase opportunities for businesses, especially from

digital and services sectors.

2. An improved approach to regulation: while more can be

done, the EU’s improved approach to regulating should

see businesses facing fewer frustrations going forward.

3. A more outward-looking EU: a reinvigorated trade

strategy is breaking down barriers with our global trading

partners.

4. A better balanced EU: a series of safeguards will, if

implemented, protect the UK from the adverse effects of

further EU integration, both politically and in the Eurozone.

5. A fair approach to immigration: businesses should be

able to continue accessing the skills they need while public

concerns around immigration are tackled.

While the CBI’s overall assessment is that the reforms

achieved are beneficial for businesses, not all reforms the CBI

called for have been delivered and some commitments must

still be translated into law. The Prime Minister’s deal does

have legal force, but it would only be enacted following a vote

by the UK public to remain in the EU.

For business, reform is an ongoing process which must

continue long after the referendum. Should the UK vote to

remain in the EU, we will be looking for the government to

build upon reforms achieved so far.

http://www.cbi.org.uk/global-future/
http://news.cbi.org.uk/business-issues/uk-and-the-european-union/eu-business-facts/cbi-literature-review-of-the-impact-of-eu-membership-on-the-uk-economy-pdf/


What the CBI called for:

• Further progress to unlock the Single 

Market for services

• A sensible progression of the Digital Single 

Market

• Improved access to finance for companies 

through the capital market

• Completion of the Single Market for goods

What reforms have been achieved:

• Concrete progress towards a more integrated 

market in services

• Foundations laid for a Digital Single Market which 

will create new trading opportunities for online 

companies

• A positive agenda on financial services that could 

boost the competitiveness of the UK’s finance 

sector

• New initiatives to complete the internal market for 

goods

Section 1 – at a glance

A more open EU: Advancing the Single Market

Where is more progress needed:

• Implementation of policies to improve the 

Single Market for services

• Ensuring Digital Single Market proposals work 

for both consumers and businesses

• Removing any duplication of financial services 

rules and boost access to finance for medium-

sized businesses

• Following through on proposals to ease the 

free movement of goods

4
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1. A more open EU: Advancing the Single Market

What the CBI called for What reforms have been achieved Where is more progress needed

Further progress to unlock the Single Market for services.

• New legislation to liberalise services markets to open up new 

opportunities for the UK’s world-leading services firms, 

recognising that 70% of value-added in Europe’s economy 

now comes from services yet only 20% of intra-EU trade is in 

services3.

• Implementation and enforcement of the existing Services 

Directive so that there is a level playing field across Europe.

• Improvements to the framework for regulated professions so 

that qualified UK practitioners can ply their trade easily in 

other EU Member States. 

Concrete progress towards a more integrated market in 

services

• As part of the Prime Minister’s drive to make the EU more 

competitive through his negotiations, Europe’s leaders 

committed at the February 2016 European Council to make 

the EU ‘boost its international competitiveness…in services.’

• In October 2015, the European Commission’s ‘Upgrading the 

Single Market: more opportunities for people and business’ 

strategy set out a series of actions to improve the Single 

Market for services. 

• As part of this strategy, the Commission will introduce a 

‘services passport’ – adopting a UK government

recommendation4 – to allow key sectors of the economy, 

including construction and business services, to operate 

cross-border more easily. Business services currently 

contribute 11% of EU GDP, whereas the construction sector 

employs 15 million EU citizens and generates roughly 6% of 

EU GDP. 5

• The Commission has also committed to coming forward with 

proposals to modernise the current framework for regulated 

professions and will propose legislation to improve the 

notification procedure under the Services Directive, in order 

to improve its delivery and lead to fewer restrictions on the 

free movement of services. 

Policies to improve the Single Market for services must 

now be implemented.

• The ambitious objectives in the Single Market strategy need 

to be translated into concrete proposals, adopted and 

implemented.

• The Commission must better enforce the existing Services 

Directive.

• Clarity is needed on how the ‘services passport’ will work in 

practice. This is needed quickly so that business and 

construction services can make the most of the opportunity. 

• The political impetus given to the issue by the Prime 

Minister’s negotiations must be maintained so it remains one 

of Europe’s top economic priorities. 
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1. A more open EU: Advancing the Single Market

What the CBI called for What reforms have been achieved Where is more progress needed?

A sensible progression of the Digital Single Market.

• Measures to ensure that the UK’s strong creative sector is 

supported to achieve its potential. The sector is responsible 

for 1.4 million UK jobs, 5.3%6 of the UK’s GVA and is 

currently the second strongest global market for audio-visual 

content. It is at the forefront of digital sector innovation and

stands as Europe’s largest e-commerce market with an 

estimated turnover of €127 billion in 20147.

• The Digital Single Market to focus on removing barriers to e-

commerce; boosting connectivity for business and 

consumers; recognising the worth of EU businesses’ 

intellectual property; and ensuring that the regulatory 

framework supports innovation. 

• More detail can be found in the CBI’s ‘Business Vision for a 
Digital Single Market’.8

Foundations laid for a Digital Single Market which will 

create new trading opportunities for online companies.

• Taking up many of the CBI and UK government’s 

recommendations9, the European Commission set out 16 

key actions in a Digital Single Market strategy published 

shortly after the start of its current term. 

• These aim to improve online access to digital goods and 

services; create an environment where digital networks and 

services can prosper; and ensure digital is a key enabler for 

growth. 

• Europe’s leaders have committed to following through with 

the Digital Single Market as part of the Prime Minister’s 

recently completed negotiations in Brussels. 

• The UK’s influence is clear in proposals to make online 

content more portable; bring an end to mobile roaming 

charges; simplify VAT rules to reduce the burden on 

business; and improve contract rules for goods sold online. 

• The evidence suggests that if fully implemented, these 
actions could add €415bn to the European economy10.

Digital Single Market proposals must work for both 

consumers and businesses.

• While the Commission’s Digital Single Market strategy was a 

positive step, we need to see momentum continued and 

commitments delivered on. 

• Data is fundamental to delivering a Digital Single Market that 

works for both consumers and businesses. While the 

protection of data is absolutely essential, the outcome of the 

General Data Protection Regulation missed the mark for both 

businesses and consumers, creating unnecessary 

administrative burdens. Businesses now need clarification 

from regulators on what actually applies to their business so 

that they can mitigate the burden and costs of compliance as 

quickly and effectively as possible.

• The Commission should ensure that the EU copyright regime 

remains fit-for-purpose. For example, proposals to let 

consumers have access to digital content they have 

purchased in one country when they visit another – which 

businesses support – must not be overly prescriptive. 

http://www.cbi.org.uk/digital-single-market/story.html
https://engage.number10.gov.uk/digital-single-market/
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1. A more open EU: Advancing the Single Market

What the CBI called for What reforms have been achieved Where is more progress needed?

Improved access to finance for companies through the 

capital market.

• A stronger role for market finance to give more options to 

companies seeking finance and to boost the resilience of the 

financial system in case banks come under stress. 

• A focus on improving medium-sized businesses’ access to 

long-term growth capital to help these companies scale up.

• More detail can be found in the CBI’s ‘Business vision for a 

Capital Markets Union in Europe’.11

A positive agenda on financial services that could boost 

the competitiveness of the UK’s finance sector.

• In September 2015, 20 actions were proposed to create a 

Capital Markets Union in Europe, led by the UK’s EU

Commissioner Lord Hill. These have the potential to boost 

the competitiveness of the UK’s major exporters of financial 

services and give British businesses better access to 

finance.

• The European Commission is evaluating the cumulative 

impact of financial services regulation on businesses. With 

close to 50 pieces of legislation adopted in a short period 

after the financial crisis, the Commission is checking for any 

unintended consequences and/or knock-on effects on the 

ability of financial institutions to provide funding to 

businesses.

Unnecessary financial services rules must be removed and 

access to finance for medium-sized businesses increased.

• Action is needed to cut back overlapping financial sector 

rules and to streamline the various pieces of legislation to 

reduce regulatory cost.

• In its implementation of the Capital Markets Union, the 

European Commission should place a strong emphasis on 

boosting access to finance for medium-sized business to 

help them grow.

• Withdraw the proposals for a Financial Transaction Tax that 

risks harming growth and investment across Europe.

Completion of the Single Market for goods.

• Full application of the mutual recognition principle, which 

guarantees that any product lawfully sold in one member 

state can be sold in another, to help complete the Single 

Market for goods. Cross-border trade in goods has been a 

real success story of the EU Single Market, increasing from 

€800 billion (12% of EU GDP) in 1992 to €2,800 billion (22% 

of EU GDP) in 201112.

• Measures to tackle the illegal circulation of non-compliant 

goods in the EU.

New initiatives to complete the internal market for goods.

• The Commission’s Single Market Strategy commits to 

enhancing the mutual recognition principle for goods.

• Impetus has been added by the Prime Minister’s 

negotiations, the outcome of which specifically mentions 

boosting the internal market in goods. 

Proposals to ease the free movement of goods must be 

followed through.

• The Commission must ensure that Member States correctly 

transpose requirements into national legislation to avoid any 

fragmentation of the Single Market.

• Effective action needs to be taken against illegal and non-

compliant goods circulating within the Single Market. 

http://news.cbi.org.uk/news/capital-markets-can-unlock-msb-growth/connecting-capital/
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1. A more open EU: Advancing the Single Market

What does this mean for business?

• UK businesses benefit from having full access to the EU 

Single Market, with more customers to sell to, a single set 

of rules to abide by, more investment and access to skills. 

• However the Single Market is not complete and has not 

been updated to account for how the economy has 

changed over recent years. While it works well for goods, 

much more needs to be done in the areas of services, and 

digital in particular.  

• By getting a clear commitment from EU leaders to ‘breathe 

new life’ into the Single Market as part of his renegotiation, 

the Prime Minister has put completing the Single Market 

back at the top of Europe’s agenda. 

• This should add impetus to reforms already underway in 

Brussels to improve the Single Market, especially in the 

areas of services, digital and financial services. 

Completing the Single Market could 

increase the UK’s GDP by up to 7.1%

- Department for Business, Innovation and Skills13

• With the UK having a comparative advantage in each of 

those areas, British businesses, as well as the UK 

economy in general, stand to benefit a great deal from the 

reform efforts currently underway in Brussels:

 The UK is already the second largest exporter of 

services in the world so should be well-placed to 

take advantage of greater opportunities to trade 

services across Europe.

 The UK has the largest e-commerce market in 

Europe so UK firms are ideally placed to make 

the most of opportunities provided by a Digital 

Single Market. 

 The UK is Europe’s financial centre so should 

prosper from the proposed Capital Markets 

Union, which should also make it easier for our 

medium-sized businesses to access finance.

• While the Single Market reforms have great potential, the 

devil will be in the detail as and when specific pieces of 

legislation needed to turn them into reality are designed. 

• Poorly thought-through rules could result in the Single 

Market not achieving its potential and add additional 

burdens to businesses. Businesses will therefore be 

watching carefully as each proposal is made, wary that 

the precedent set by the recent data protection regulation 

provides a mixed picture.



What the CBI called for:

• A reduction in the overall burden of 

regulation

• A streamlined European Commission 

which prioritises growth and 

competitiveness

• A better process for assessing and 

evaluating the impact of new EU rules, 

particularly for their impact on SMEs

What reforms have been achieved:

• A target to cut the regulatory burden on business

• Checks to see where existing red tape can be cut 

and to ensure regulation is fit for the digital age

• Vastly reduced number of new EU proposals

• A streamlined structure for the European 

Commission

• A more stringent impact assessment process

Section 2 – at a glance

An improved approach to regulation: 

changing the way the EU makes policy

Where is more progress needed:

• Details need to be ironed out on how the 

burden reduction target will work

• A commitment to refrain from further European 

employment and social legislation

• The Commission’s structure must remain in 

place for the future

• The impact assessment process needs to be 

improved even further

9
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What the CBI called for What reforms have been achieved Where is more progress needed

A reduction in the overall burden of regulation

• A burden reduction target should be introduced for the 

duration of the Commission’s mandate. 

• Further measures to build upon the good progress made by

the previous Commission on the Regulatory Fitness and 

Performance (REFIT) Programme.  

• A moratorium on EU employment rules that stifle 

competitiveness and for the UK’s opt-out from the Working 

Time Directive to be made permanent.

The Prime Minister has delivered a specific target to cut the 

regulatory burden on business though his negotiations

• The Prime Minister’s deal commits the EU to establishing 

specific burden reduction targets in key sectors through the 

REFIT platform in cooperation with member states.

Checks to see where existing red tape can be cut and to 

ensure regulation is fit for the digital age

• The Commission has improved its REFIT programme further, 

integrating it into the annual work plan. For example, 80 

proposals were withdrawn or modified in the Commission’s 

2015 work programme.14

• A REFIT Platform was included in the Commission’s May 

2015 Better Regulation package to simplify EU legislation 

and reduce administrative burdens.

Vastly reduced number of new EU proposals

• Both the 2015 and 2016 Commission work programmes

contained 23 key new initiatives. This is considerably lower 

than the average of more than 314 in 2010 and the 130 new 

initiatives each year under the previous mandate of the 

Commission.15

Details need to be ironed out on how the burden reduction 

target will work

• Little detail has been provided thus far on how the targets will 
work in practice. 

• Business should be involved in designing the targets, as it is 

best placed to point out where the regulatory burden can be 

cut. 

A commitment to refrain from further European 

employment and social legislation is still needed

• Reducing the regulatory burden of employment and social

affairs policies was absent from the Prime Minister’s 

negotiations. Business wants to see a strict application of 

better regulation principles in this area. 

• The UK’s opt-out from the Working Time Directive should be

made permanent. 

2. An improved approach to regulation: changing the 

way the EU makes policy
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What the CBI called for What reforms have been achieved Where is more progress needed

A streamlined European Commission which prioritises 

growth and competitiveness

• Division of Commissioners between senior and junior roles 

focused on key portfolios for growth.

• Restructuring of the College of Commissioners in order to 

focus on issues that are most important for growth and jobs, 

like better regulation.

A streamlined structure for the European Commission

• Commissioners have been divided into seven key project 

teams, with more senior Vice-Presidents overseeing the 

work of more junior Commissioners, rather than each having 

a separate portfolio as before. This is helping to focus the 

work of the Commission on the big issues driving economic 

growth and job creation.

• Better regulation has been given a particularly prominent 

place in the Commission’s structure. A new role – First Vice-

President for Better Regulation – has been created. The 

holder, Dutchman Frans Timmermans, is the second most 

powerful person in the Commission and has the power to 

veto proposals that do not meet the Better Regulation 

agenda.

• The UK’s Commissioner Lord Hill was appointed to the key 
post of Commissioner for financial services.

The Commission’s new structure must remain in place in 

the future

• The next Commission President will have the freedom to 

structure the Commission how he/she best sees fit. The 
current streamlined structure should not be undone. 

2. An improved approach to regulation: changing the 

way the EU makes policy
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What the CBI called for What reforms have been achieved Where is more progress needed

A better process for assessing and evaluating the impact of 

new EU rules, particularly for their impact on SMEs

• A more independent impact assessment process outside of 

the Commission, strengthening the role of the current Impact 

Assessment Board and publishing impact assessments 

during the consultation phase of proposals to reflect changes

being made.

• A wider culture change to ensure EU rules adhere to the 

principles of proportionality and subsidiarity.

A more stringent impact assessment process

• The scrutiny of impact assessments has been enhanced by 

the decision to transform the Impact Assessment Board into 
a new Regulatory Scrutiny Board.

• The new Regulatory Scrutiny Board consists of a Chair and 

six members, with half of these members coming from 
outside the EU institutions. 

• An inter-institutional agreement on better law-making places

the responsibility on the Parliament and Council to carry out 

impact assessments throughout the legislative process if 

they are deemed necessary.

• The Commission can assess the impact of substantive 

amendments, complementing its own impact assessment, if 

it has been asked to by either of the co-legislators or if it 
considers it important enough.

The impact assessment process needs to be improved 

even further

• Business wants to see a fully independent board in the future 

to review impact assessments.

• The new Regulatory Scrutiny Board should be required to 

give a positive opinion before a proposal is presented. 

• The EU should be held to account on its commitment to 

assess amendments made as proposals pass through the 

legislative process. 

• It remains to be seen whether these measures will provide 

the necessary culture change within EU institutions so that 

proportionality and subsidiarity are adhered to as a matter of 

course. 

2. An improved approach to regulation: changing the 

way the EU makes policy
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What does this mean for business?

• Businesses should soon start to notice a reduction in 

the amount of burdensome regulation coming from 

Brussels given that the EU is clearly now taking better 

regulation much more seriously.

• The Prime Minister has managed to achieve something 

in his negotiations which the CBI has long been calling 

for, namely a specific target to reduce the burden of EU 

regulation. 

• While we still need to see the details of how it will work 

in practice, getting the EU to commit to a target was a 

major reform win for the Prime Minister which will be 

very much welcomed by most businesses.

• In addition, the European Commission is structured to 

focus more on growth priorities; there is a better 

process to assess the impact of new EU rules; and a 

clear reduction in the number of proposals coming out 

of Brussels. 

• Some businesses may still be nervous about the 

potential for further EU employment rules given the 

Prime Minister’s negotiations did not tackle that area. 

• While the CBI has been clear that we support a 

minimum floor of social rights across Europe, we would 

like to see the opt-out from the Working Time Directive 

made permanent to help allay that sense of 

nervousness.

• Nevertheless, the direction of travel on better 

regulation is positive.

The number of new European Commission 

initiatives has gone down from 314 to 23 per year. 

2. An improved approach to regulation: changing the 

way the EU makes policy



What the CBI called for:

• Trade deals with our established trading 

partners like the US and Japan

• More trade deals with dynamic emerging 

market economies

• A trade agenda which is fit for the 21st

century economy

What reforms have been achieved:

• Negotiations are well advanced on trade deals with 

the US and Japan, and have been concluded with 

Canada 

• New trade deals have been signed with key 

emerging markets and more are in the pipeline, 

including with Commonwealth countries 

• A new strategic approach to trade suits the 

changing UK economy better, supporting the export 

of services, e-commerce and SMEs

Section 3 – at a glance

Where is more progress needed:

• Swift conclusions to negotiations with the US 

and Japan

• Completing negotiations with emerging 

markets and Commonwealth countries

• New trade objectives must be translated into 

concrete provisions within trade agreements

A more outward-looking EU: 

opening up new trade opportunities

14
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3. A more outward-looking EU: opening up new 

trade opportunities

What the CBI called for What reforms have been achieved Where is more progress needed

Trade deals with our established trading partners like the 

US and Japan

• A conclusion to negotiations on the trade deal currently 

underway with the US – the UK’s biggest single country 

trading partner – which could add up to £10bn per year to the 

UK economy. This deal is known as the Transatlantic Trade 

and Investment Partnership (TTIP)16.

• Swifter progress on concluding a trade deal with Japan and 

other major established markets. 

Negotiations are well advanced on trade deals with the US 

and Japan, and have been concluded with Canada 

• A deep trade deal was agreed with Canada in October 2014 

which could add £1.3 billion to the UK economy when 

ratified17. The Canada deal not only gets rid of virtually all 

tariffs, but also addresses non-tariff barriers through 

regulatory cooperation and procedures for the recognition of 

safety tests. It should also facilitate trade in services through 

provisions on labour mobility, recognition of professional 

qualifications and financial services.

• Talks on the Transatlantic Trade and Investment Partnership 

(TTIP) with the US are making progress, with 12 rounds of 

negotiations thus far, and the Prime Minister’s EU 

negotiations explicitly commit the EU to making swift 

progress. 

• Similarly, the EU is making headway negotiating an FTA with 

Japan and 14 negotiation rounds have been held so far. 

Negotiations with the US and Japan should be swiftly 

concluded

• Faster progress is needed in trade negotiations with the US 

and Japan. While these complicated discussions between 

large trading blocs will necessarily take a long time – for 

example the recently signed Trans-Pacific Partnership 

between the US and Asian counterparties took 25 rounds 

and 7 years to conclude – things have progressed too slowly 

so far.

• The EU should not sacrifice on scope in these deals, 

because the opportunity to liberalise trade in more complex 

sectors may not arise again for many years.



16

3. A more outward-looking EU: opening up new 

trade opportunities

What the CBI called for What reforms have been achieved Where is more progress needed

More trade deals with dynamic emerging market economies

• Increased trading links with emerging market economies 

which look set to be the main source of global growth over 

the coming years. 

• The Asia-Pacific region and Latin America should be a 

particular focus for new trade deals.

New trade deals have been signed with key emerging 

markets and more are in the pipeline, including with 

Commonwealth countries

• An EU-Singapore FTA was concluded in 2014, including 

commitments on financial services which will help UK 

providers further expand their foothold in the region’s 
financial centre.

• An EU-Vietnam FTA was concluded in 2015 and will save 

UK businesses £20 million in tariffs annually18. Top UK 

exporting sectors such as pharmaceuticals and 

manufacturing will not only benefit from lower tariffs, but also 

lower non-tariff barriers and stronger intellectual property 
enforcement.

• The EU signed a trade deal with Ecuador in 2014.

• Trade negotiations are ongoing between the EU and

Thailand and Malaysia, and new trade talks have been 

launched with the Philippines. 

• Negotiations are also underway on an EU-China Investment 

Agreement, with 8 negotiation rounds held, although there is 

a wider ongoing debate about whether to award China 

Market Economy Status.

• In the past few months the EU has announced it is opening 

trade negotiations with Commonwealth countries Australia 

and New Zealand. 

Negotiations with emerging markets and Commonwealth 

countries should be completed

• Where negotiations have been concluded trade deals must 

be ratified as quickly as possible so that businesses can 

begin to enjoy the benefits. 

• The EU-China Investment Agreement must be driven 

forward, which should pave the way for a deeper FTA in the 
future.

• Where discussions have stalled with important partners like 

Mercosur and India, negotiations must be reinvigorated.
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3. A more outward-looking EU: opening up new 

trade opportunities

What the CBI called for What reforms have been achieved Where is more progress needed

A trade agenda which is fit for the 21st century economy

• Trade to be placed at the heart of the EU’s long-term growth 

strategy. 

• A focus on liberalising trade in services and enabling trade 

for the future, in sectors such as high-tech goods, 

environmental technologies and digital services.

• The scope of future negotiations to be more ambitious and 

wide ranging, containing binding provisions to reduce non-

tariff barriers. 

A new strategic approach to trade that suits the changing 

UK economy better, supporting the export of services, e-

commerce and SMEs

• As part of the Prime Minister’s negotiations, Europe’s leaders 

have agreed to ‘pursue an active and ambitious trade policy.’

• The European Commission’s new trade agenda ‘Trade for All 

- Towards a more responsible trade and investment policy’ 

(October 2015) puts services at the top of its list of priorities. 

For example, a plurilateral Trade in Services Agreement 

(TiSA) is being negotiated with 25 WTO members, pushing 

for improved market access, equal treatment and specific 

rules for the financial services sector. 

• A much greater emphasis is being placed on digital services 

and e-commerce in future trade deals. The EU will use FTAs 

and TiSA to set rules for e-commerce and cross-border data 

flows and tackle new forms of digital protectionism. Bringing 

down barriers for e-commerce will particularly benefit SMEs, 

who face relatively higher compliance barriers than larger 

companies.

• There will be provisions in future trade agreements so that 

British companies will be better able to supply high-tech 

goods in combination with support services.

• Data flows will be facilitated through chapters in trade deals 

on regulatory cooperation, mutual recognition and 

harmonisation of standards.

New trade objectives must be translated into concrete 

provisions within trade agreements

• The Commission’s trade strategy needs to be swiftly 

translated into trade deals which businesses can take 

advantage of to boost trade for some of the most vibrant 

sectors of the UK economy.
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• Most CBI members believe that by negotiating trade deals as part 

of the world’s richest Single Market, the UK benefits from a greater 

number of trade deals and more favourable terms than could be 

secured by the UK alone.

• The UK currently has trade deals with 50 partners outside the EU19

which compares favourably to Switzerland, Canada and Australia 

who have 38, 15 and 15 trade deals respectively.20 21 22

• The EU’s current pipeline of trade deals is ambitious and if all 

ongoing negotiations are concluded, EU FTAs would cover 88% of 

UK exports.23 It is therefore vital that the EU makes progress more 

quickly, especially on key trade deals like the Transatlantic Trade 

and Investment Partnership with the US, so that businesses can 

take advantage. 

• At a time where large regional deals such as the Trans-Pacific 

Partnership are setting new benchmarks in the field of trade, it is 

clear that global powers are looking to sign deals with groups of 

countries rather than bilaterally.

• The EU’s new trade strategy should make it easier for smaller and 

medium-sized companies to tap into new markets, as future EU 

trade deals aim to reduce the red tape and compliance costs of 

exports. It should also facilitate trade for some of the most vibrant 

sectors of the UK economy.

• In the end, the rationale for negotiating trade deals at the EU level 

– more and better deals – only holds true if the EU actually delivers 

on its objectives and ambitions. It is therefore positive that the 

Prime Minister’s renegotiation package includes a specific 

commitment for the EU to focus on trade deals. 

“We're not particularly in the market for FTAs with 
individual countries. We're building platforms ... that other 
countries can join over time”

- US Trade Representative Michael Froman24

3. A more outward-looking EU: opening up new 

trade opportunities

What does this mean for business?



What the CBI called for:

• Recognition that the EU is now a multi-

sphere union 

• Restoration of the principle of subsidiarity 

in EU policymaking

• National parliaments to play a greater role 

in the EU policymaking process

• Procedural and legal safeguards to ensure 

the UK retains full access to and influence 

over the Single Market as the Eurozone 

integrates further

What reforms have been achieved:

• The UK is no longer part of an “ever closer union”

• A ‘subsidiarity implementation mechanism’ to 

review legislation and return powers to the national 

level 

• A ‘red card procedure’ to enable a group of 

national parliaments to block unwanted legislation

• Safeguards to ensure that non-Eurozone countries 

retain their influence over Single Market issues

• Countries – and their businesses – will not be 

discriminated against based on their currency

• The UK will not be liable for any future bail-out of 

Eurozone countries

Section 4 – at a glance

A better balanced EU: safeguarding the UK’s position 

Where is more progress needed?

• The end of the UK’s association with ‘ever closer 

union’ will need to be enshrined in a future EU 

treaty

• The ‘subsidiarity implementation mechanism’ must 

become a serious test for new proposals and 

existing legislation

• The UK Parliament must put mechanisms in place 

to effectively make use of the ‘red card procedure’

• The economic governance principles need to be 

hardwired into a future EU Treaty

19
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4. A better balanced EU: safeguarding the UK’s position 

What the CBI called for: What reforms have been achieved: Where is more progress needed:

Recognition that the EU is now a multi-sphere union 

 While sovereignty is not directly a business issue, the EU 

should recognise that Member States have always had 

diverging appetites for integration as shown by the 

architecture of the EU today.

The UK is no longer part of an “ever closer union”

 The Prime Minister has negotiated an explicit exemption 

for the UK from any future EU political integration. The

deal makes clear that ‘references to ever closer union do 
not apply to the United Kingdom’.

The end of the UK’s association with ‘ever closer union’ 

will need to be enshrined in a future EU treaty 

• The Prime Minister’s current agreement has legal force but is 

only enacted if the UK votes to remain in the EU and will 

need to be translated into a new EU treaty in the future.

Restoration of the principle of subsidiarity in EU 

policymaking

 The EU to abide by the principle ‘Europe where 

necessary, national where possible’.

 An end to the sense of mission creep, with European 

institutions adding functions rather than adding value.

A ‘subsidiarity implementation mechanism’ to review 

legislation and return powers to the national level 

 Through the Prime Minister’s negotiations, the EU has 

committed to a mechanism to review the body of existing 

legislation. Where it does not comply with the principles of 

subsidiarity and proportionality, powers will be returned to 

the national level.

The ‘subsidiarity implementation mechanism’ must become 

a serious test for new proposals and existing legislation

• The mechanism must work in practice as the EU has often in 

the past paid lip service to subsidiarity and proportionality 

rather than taking concrete action to abide by the principles. 

National parliaments to play a greater role in the EU 

policymaking process

 The UK parliament to play a more prominent role in 

forming EU regulations, as national MPs are ‘closer to the 

ground’ than EU policy-makers.

 The UK Parliament to strengthen informal ties with like-

minded national parliaments and seek to use the Yellow 

Card procedure more frequently, which enables national 

parliaments to group together to oppose EU rules.

A ‘red card procedure’ to enable a group of national 

parliaments to block unwanted legislation

• The Prime Minister has negotiated a ‘red card procedure’ to 

strengthen the role of national parliaments in EU decision 

making. 

• If 55% of national parliaments send a reasoned opinion 

within 12 weeks of a proposal, the European Commission 

has to either withdraw the proposal or amend it to meet the 

concerns. The 55% is based on relative voting weight in the 

European Council, meaning that the UK Parliament holds a 
relatively large amount of sway.

The UK Parliament must put mechanisms in place to 

effectively make use of the ‘red card procedure’

• The UK Parliament must build stronger ties with like-minded 

parliaments so it is well positioned to make use of this new 

power.



21

4. A better balanced EU: safeguarding the UK’s position 

What the CBI called for: What reforms have been achieved: Where is more progress needed:

Procedural and legal safeguards to ensure the UK retains 

full access to and influence over the Single Market as the 

Eurozone integrates further

 Strong principles to ensure businesses in non-Eurozone 

countries, particularly the UK’s financial services sector, 

cannot be discriminated against by those in the Eurozone.

 Countries in the Single Market, but not in the Eurozone, to 

retain full influence over issues which affect the Single 

Market. 

Safeguards to ensure that non-Eurozone countries retain 

their influence over Single Market issues

 The Prime Minister has secured a series of principles and 

mechanisms to ensure that non-Eurozone countries can 

maintain their influence in the wider Single Market. 

 Laws and agreements that constitute the governance 

framework of the Eurozone must respect the Single 

Market and the rights of non-Eurozone countries. For 

example, Eurozone specific banking rules cannot give a 

competitive advantage to Eurozone banks.

 The Eurogroup must respect the European Council as the 

legislative body for Single Market issues, including 

financial services. 

 There is a new mechanism to have specific laws that the 

UK believes violate these principles elevated to the 

European Council for discussion. It can be triggered by 

the UK alone and while it does not constitute an official 

veto, ‘gentlemen’s agreements’ like these have proved 

very effective at the EU level. The mechanism will be 

incorporated into a future EU treaty.

Note: continued overleaf

The economic governance principles need to be 

implemented and hardwired into a future EU Treaty

• The principles and mechanisms negotiated by the Prime 

Minister only become active following a vote by the UK to 

remain in the EU.

• The Prime Minister’s agreement has legal force, but the 

principle and mechanisms will need to be incorporated into a 

new EU Treaty in the future. 
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4. A better balanced EU: safeguarding the UK’s position 

What the CBI called for: What reforms have been achieved: Where is more progress needed:

Countries – and their businesses – will not be 

discriminated against based on their currency

 The Prime Minister’s deal includes explicit recognition that 

‘not all Member States have the Euro as their currency’.

 Financial institutions cannot be discriminated against 

because they are established in a non-Eurozone country. 

The ECB requirement for clearing houses to be located 

inside the Eurozone already has been struck down by the 

European Court of Justice, but it now is crystal clear that 

the EU regulator cannot attempt to introduce such 

requirements again.

 Eurozone-specific structures for the supervision of banks 

will not have authority over banks located in the UK. This 

means the UK will remain in charge of measures to 

ensure the financial stability of its banks and markets.

The UK will not be liable for any future bail-out of Eurozone 

countries

 The Prime Minister has secured explicit agreement that 

the UK will not be called on to bail-out Eurozone countries 

in the future.

 A mechanism to reimburse the UK will be established in 

case the EU budget ever needs to be used.
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4. A better balanced EU: safeguarding the UK’s position 

• The Prime Minister’s deal has given the UK 

‘special status’ within the EU, ensuring 

businesses can continue to have full access to 

the Single Market while the UK remains outside 

the Euro, the Schengen border area and now 

ever closer union too. 

• Given the UK does so much trade with countries 

in the Eurozone, it is in our interest for them to 

stabilise and prosper. 

• Eurozone countries will most likely integrate 

further in the future, which has made some 

nervous that the UK could either be caught up in 

that further integration or discriminated against 

by not being part of it.

• As a result of the Prime Minister’s deal, UK 

businesses and financial institutions can rest 

assured that they will not face discrimination on 

the basis of the UK not adopting the Euro. 

• The new mechanisms will also make sure that 

the Eurozone does not put in place rules which 

favour financial services businesses operating in 

those countries and enable the Bank of England 

to retain control of UK financial stability.

• While the deal does not give the UK an official 

veto over Eurozone rules, the historical record 

shows that the sort of mechanisms which the 

Prime Minster has negotiated have been 

effective in the past.

• It will also be easier for UK businesses to 

influence the policy-making process in Brussels 

by raising concerns through the UK parliament. 

This should help smaller businesses that do not 

have the know-how or resources to engage 

directly with EU policy-makers in Brussels.

• The threshold for triggering the ‘red card’ is 

relatively high at 55% so Parliament will need to 

improve its links with other EU national 

parliaments to ensure it makes best use of the 

new mechanism at its disposal, should the UK 

vote to remain in the EU. 

“Discrimination between natural or legal persons based 

on the official currency of the Member State … is 

prohibited”

“Legal acts, including intergovernmental agreements 

between Member States, directly linked to the functioning 

of the euro area shall respect the internal market”

“Emergency and crisis measures designed to safeguard 

the financial stability of the euro area will not entail 

budgetary responsibility for Member States whose 

currency is not the euro”

- Prime Minister’s EU Reform Agreement25

What does this mean for business?



What the CBI called for:

• Freedom of movement in the EU to be 

maintained as it brings benefits to business 

– but for it to be a clear freedom to work 

and not a freedom to claim benefits

What reforms have been achieved:

• An emergency brake to limit in-work benefit 

payments to EU migrants  

• Child benefits to be paid overseas at an index-

linked rate

• Ensuring that abuse of freedom of movement is 

tackled

• Tougher measures for new countries joining the 

EU

Section 5 – at a glance

A fair approach to immigration: tackling public 

concerns about free movement

Where is more progress needed:

• Details of the commitments need to be worked out 

and enshrined in EU law

24
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5. A fair approach to immigration: tackling public 

concerns about free movement

What the CBI called for: What reforms have been achieved: Where is more progress needed:

Freedom of movement in the EU to be maintained as it 

brings benefits to business – but for it to be a clear 

freedom to work and not a freedom to claim benefits

 The principle of free movement to be maintained given 

that the UK economy benefits from the creation of an EU-

wide market for talent and that EU migrants are net 

contributors to the UK.

 Steps to be taken, however, to tackle public concerns 

about freedom of movement to maintain support for the 

principle. 

 Free movement to be a freedom to work, not a freedom to 

claim benefits. 

An emergency brake to limit in-work benefit payments to 

EU migrants  

 The Prime Minister has negotiated an ‘emergency brake’ 

which can be used to limit in-work benefit payments when 

a country can show that undue pressure is being put on 

its social security system.

 If triggered, the UK could taper in-work benefits for new 

EU migrants for up to four years, with the mechanism in 

place for seven years. 

Child benefits to be paid overseas at an index-linked rate

 Child benefit payments can now be index-linked to the 
country it is being sent to rather than paid at UK rates.

Ensuring that abuse of freedom of movement is tackled

 The deal gives Member States more room to take action 

to prevent abuse of rights or fraud.

 Even in the absence of a previous criminal conviction, 

Member States may act on preventative grounds.

 Crackdown on the use of ‘sham’ marriages to benefit from 

free movement rules.

Tougher measures for new countries joining the EU

 Leaders agreed that tough transition measures will be put 

in place to phase in the freedom of movement for people 

from countries joining the EU in the future.

Details of the commitments need to be worked out and 

enshrined in EU law

• The details of the system for tapering access to in-work 

benefits need to be worked out. 

• Both the indexation of child benefits and the emergency 

brake for in-work benefits need to be transposed into EU 

legislation, a process which will involve the European 

Parliament.

• The commitments only become active if the UK votes to 

remain in the EU.
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5. A fair approach to immigration: tackling public 

concerns about free movement

What does this mean for business?

• The ability to attract talent and skills from across the EU is 

important for businesses so it is positive that the Prime 

Minister’s deal maintains the free movement principle. 

• Businesses shouldn’t experience disruption to their ability 

to access the skills they need to grow as a result of this 

deal.

• However, the business community is acutely aware of 

public concerns around migration and the important role it 

plays in the debate on EU membership.

• The Prime Minister’s deal should go some way to 

addressing these concerns by making sure that the 

freedom of movement is the freedom to work and not the 

freedom to claim benefits.

• By taking action to address the public’s concerns about the 

freedom of movement, businesses hope that the Prime 

Minister has safeguarded the principle in the longer run.

63% of CBI members say that the EU makes it 

easier to hire and transfer staff across the EU.

- CBI/YouGov poll 201326



Conclusion

While reaction to the Prime Minister’s deal has

been mixed, he has delivered concrete reforms

which will make a difference to many businesses

up and down the country. When coupled with

reforms already underway in Brussels, most

businesses will feel that the EU is on the right track

to becoming more competitive.

Overall, the reforms achieved should see the EU work better

for businesses

The CBI has long called for the EU to reform, doing much more to

boost jobs and growth across the continent by becoming more

competitive.

The Prime Minister’s reform process has acted as a catalyst to

speed up reforms already underway in Brussels to make the EU

more competitive, such as improving the Single Market in

services and digital, reducing the burden of regulation and signing

more trade deals. With strong services and digital sectors, the UK

economy stands to benefit a great deal from the reforms, provided

the EU gets the details right.

The ‘special status’ that the Prime Minister has negotiated for the

UK, which will come into force should the UK public vote to

remain in the EU, will also be welcomed by business.

The fair treatment of businesses whether they are from countries

inside or outside the Eurozone is an important safeguard, tackling

head on the sense of nervousness many businesses, particularly

in the financial services sector, feel about an increasingly

integrated Eurozone on our doorstep.

Tackling public concerns about migration through an ‘emergency

brake’ on in-work benefit payments is also likely to be looked

upon favourably by business. Businesses benefit from an EU-

wide market for talent and want to see public support for it

restored as far as possible.

The reforms demonstrate Britain’s influence in the EU

Not only do the reforms deliver against the CBI’s reform agenda,

the Prime Minister has also achieved most of the demands set

out in his letter to European Council President Donald Tusk on

10th November 2015. It is clear that negotiations were protracted

and challenging, but in the end the Prime Minister was able to find

common ground with his European counterparts.

International terrorism, the migration crisis and the Greek

sovereign debt crisis have taken up a lot of the EU’s political

bandwidth over the last year. It seems unlikely that this deal

would have been achieved without the pro-active and constructive

manner in which the UK government engaged with other Member

States. It demonstrates that the UK does still wield significant

influence in Europe when it engages positively.

At the business level, UK and European businesses have been

aligned on the reforms needed to make the EU more competitive.

This was demonstrated by a letter signed by the CBI and 20 of its

European counterparts calling for reform shortly before the

European Council meeting on 18th-19th February 2016 where the

Prime Minister achieved his deal. By working together, European

businesses have helped to put the EU on the path towards

becoming more competitive.

Reform is an ongoing process and must continue after the

referendum

While good progress has been made, this assessment

demonstrates that more work needs to be done to transform the

EU into an organisation with growth and jobs as its raison d’être.

A number of political commitments need to be translated into

concrete mechanisms or rules. The EU must get the details right

to avoid unintended consequences and many of the issues at

play are complex.

Implementing an ambitious trade agenda is necessarily a long-

term project; regulatory fitness checks need to be conducted on a

regular basis; and new legislation will be needed to complete the

Single Market. In addition, many of the important commitments

laid down in the Prime Minister’s deal will need to be enshrined in

the EU Treaty during its next revision.

Should the public vote for the UK to remain in the EU, the CBI will

continue its campaign for EU reform at home, in Brussels and

with our sister federations across Europe. We will continue to

scrutinise the impact of new EU proposals on businesses,

speaking up when rules are unnecessary or not fit-for-purpose.

And we will redouble our efforts to create a more open, outward-

looking and competitive EU that works for all Member States –

and so must the UK government.

27

http://news.cbi.org.uk/news/european-business-leaders-back-prime-minister-s-drive-for-competitive-eu/


28

Annex: Summary of the Prime Minister’s EU reform deal 

with the European Union

The main body of this document assesses EU reforms, both those achieved by the Prime Minister and those which were already underway in Brussels, against the 

CBI’s reform agenda. 

The below summarises the outcome of the Prime Minister’s reform deal specifically, framed according to the four areas he set out.

Economic Governance

• A series of principles and mechanisms will 

ensure that non-Eurozone countries can 

maintain their influence in the wider Single 

Market. 

• Laws and agreements that constitute the 

governance framework of the Eurozone 

must respect the Single Market and the 

rights of non-Eurozone countries. For 

example, Eurozone specific banking rules 

cannot give a competitive advantage to 

Eurozone banks.

• The Eurogroup must respect the European 

Council as the legislative body for Single 

Market issues, including financial services. 

• A new mechanism will enable the UK to 

raise EU laws that violate these principles 

to the European Council to find a political 

solution.

• The mechanism and principles will be 

incorporated into a future EU treaty.

Competitiveness

• The EU will establish specific burden 

reduction targets in key sectors through the 

REFIT platform, in particular for smaller and 

medium-sized businesses, in cooperation 

with member states.

• The EU will boost the international 

competitiveness of the EU and the Single 

Market in digital and services.

• The EU will pursue an ambitious trade 

agenda with key trading partners.

Sovereignty

• The UK is explicitly exempted from any 

future EU political integration. The deal 

makes clear that ‘references to ever closer 

union do not apply to the United Kingdom’.

• The EU will establish a mechanism to 

review the body of existing legislation.

Where it does not comply with the principles 

of subsidiarity and proportionality, powers 

will be returned to the national level.

• A ‘red card procedure’ will strengthen the 

role of national parliaments in EU decision 

making. If 55% of national parliaments 

send a reasoned opinion within 12 weeks of 

a proposal, the European Commission has 

to either withdraw the proposal or amend it 

to meet the concerns.

Immigration

• The UK can withhold full in-work benefit 

payments for new EU migrants for up to 

four years, with the mechanism in place for 

seven years. 

• Child benefit payments can now be index-

linked to the country it is being sent to 
rather than paid at UK rates.

• The UK will have more room to take action 

to prevent abuse of rights or fraud, such as 

the use of ‘sham’ marriages. Even in the 

absence of a previous criminal conviction, 

Member States may act on preventative 

grounds.

• Tough transition measures will be put in 

place to phase in the freedom of movement 

for people from countries joining the EU in 

the future.
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