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European Union
• The largest and most comprehensive regional economic group 

is the European Union (EU). 

• It began by gradually abolishing internal tariffs but eventually 

established an external tariff while integrating in other ways 

such as facilitating the free movement of workers, establishing 

a common agricultural policy, and agreeing on a value-added 

tax system. The formation of the European Parliament and the 

establishment of a common currency, the euro, make the EU 

the most ambitious of all the regional trade groups. 
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European Union Milestones
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European Union

The European Union:

• Changed from the European Economic Community to 

the European Community to the European Union 

• The largest and most successful regional trade group

• Free trade of goods, services, capital, and people

• Common external tariff

• Common currency 
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European Trade and Economic Integration
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European Union
• Predecessors 

• European political leaders realized that greater 

cooperation among their countries would help speed up 

recovery. Many organizations were formed, including the 

European Economic Community (EEC).

• European Free Trade Association—FTA involving 

Iceland, Liechtenstein, Norway, and Switzerland, with 

close ties to the EU.
• The  United Kingdom, formed the European Free Trade Association (EFTA) with the 

limited goal of eliminating internal tariffs. But most of those countries eventually became 
part of the EU. Those that have decided not to leave EFTA (Iceland, Liechtenstein, 
Norway, and Switzerland) still have a free trade agreement with each other. 
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European Union
• Organizational Structure

• The EU encompasses many governing bodies, among 

which are:

• the European Commission, European Council, 

European Parliament, European Court of Justice, and 

European Central Bank.
• To be successful in Europe, MNEs need to understand the EU’s governance process, just as 

they need to understand the governance process of each individual European country in 
which they invest or do business. These institutions set parameters within which companies
must operate, so management needs to understand the institutions and decisions that could 
affect corporate strategy. 
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• A comprehensive industrial policy strategy, that: 

– empowers industries to create jobs and growth,

– defends its regions and workers most affected by industrial 

change and

– both reinforces and protects Europe's leadership, 

competitiveness and technological cutting-edge.
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• The responsibility for making this strategy fully

• operational is a shared one, relying on the

• efforts, cooperation and ownership of the EU

• institutions, Member States, regions and most importantly 

on the active role of the industry itself.
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Making Europe’s industry stronger: Key 

initiatives

• Investing in a 

smart, innovative

and sustainable

Industry
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Support industrial modernisation in Europe
through smart specialisation and inter-regional cooperation along EU value chains

Facilitate the development of a pipeline of investment projects
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64 regions 

involved (so far)

✓Regions that participate in 

5 or more partnerships in 

GREEN

✓Regions that participate in 

2 to 4 partnerships in 

YELLOW

✓Regions that participate in 

1  partnership in 

ORANGE
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European Union
• Key Governing Bodies

• The European Commission provides the EU’s political leadership 
and direction, drafts laws, and runs the various daily programs of the EU. 
The European Council or European Summit, is composed of the 
heads of state of each member country   is composed of representatives 
of each member country whose interests it represents. 
The European Parliament is composed of 751 members from all 
member nations; they are elected every five years, and membership is 
based on country population. Its three major responsibilities are 
legislative power, control over the budget, and supervision of executive 
decisions. 
The Court of Justice ensures consistent interpretation and 

application of EU treaties. 
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European Union
• The Single European Act

• Antitrust Investigations

• The EU has been very aggressive in enforcing 

antitrust laws in a variety of areas,
• including high-tech companies like Microsoft and Google on charges that they were 

harming competitors because of their dominant market positions, Apple and 
Amazon on suspicion that they were receiving unfair tax advantages from Ireland 
and Luxembourg respectively, and Facebook on allegations that it was violating 
privacy policies. Although most cases are still in process, the non-tax cases are 
always complicated because of the ever-changing landscape of technology, 
consumer behavior, and market demand. 
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European Union

• Monetary Union

• The Treaty of Maastricht sought to foster political union 

and monetary union. 

The euro

• is a common currency in Europe,

• is administered by the European Central Bank,

• was established on January 1, 1999,

• fesulted in new banknotes in 2002. 
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European Union
• The Schengen Area In order to facilitate the free flow of 

people from country to country within the EU, the 

Schengen Agreement was signed in 1990 with gradual 

implementation allowing citizens to cross internal borders 

without having to go through border checks. 

• Migration: A Threat to Schengen Two things have 

hindered the free flow of people across national borders in 

Europe in recent years: terrorism and migration. 

Migration and terrorism are threatening the open borders 

that are at the heart of the Schengen Agreement. 
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European Union

• Expansion

• One of the EU’s major challenges is expansion. 
• Official candidates for future membership currently include Turkey, Montenegro, 

Serbia, and the former Yugoslav Republic of Macedonia. Turkey is an interesting 
candidate since it straddles Europe and Asia, is 99.8 percent Muslim (mostly Sunni).
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European Union

• Bilateral Agreements

• To reducing trade barriers for member countries, the 

EU has signed numerous bilateral free trade 

agreements with other countries outside the region 
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How to Do Business with the EU: Implications 

for Corporate Strategy

• Companies need to determine where to produce 

products.

• Companies need to determine what their entry strategy 

will be.

• Companies need to balance the commonness of the EU 

with national differences.
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