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The single market is not just economic incentives
It provides access to goods, services, ideas, cultures and languages

“The political project of the 

European Single Market is not 

merely functionally designed to 

respond to economic incentives”

1

2



09/12/2022

2

Large single market gains via “Brussels Effect” 
EU regulations as global standard setters  

Positively associated 

with prior similar EU 

regulations, market and 

treaty-driven forces

The single market increases competition
and generates higher allocative efficiency

A more efficient market environment 

inducing a decoupling from increased 

mark-ups, weaker competition and 

higher market power
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Superstar propensity
is higher for highly productive firms in tradable sectors

Highly productive firms in 

the single market seem to 

conquer larger market 

shares and diminish the 

market power of less 

efficient enterprises 

A well-functioning Single Market 
ensures the distribution of strategic imports across the EU

The difference in overall 

Single Market integration 

between services and goods 

(assessed ca. 16% and 37%) 

is lower than traditionally 

understood
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Removing barriers to services
brings sizeable GDP and employment gains

Ambitious scenario
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Historical Best five Ambitious
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Historical Average EU

Conservative scenario

% of 

GDP

The Single Market is a springboard
for GVC participation, with large potential if service barriers get lifted

Heterogenous impact of GVCs across

countries and homogeneous across

sectors (except services) 

Labour costs and notably skills make

unemployment more sensitive to GVC 

integration
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The single market is a cushion
for inflation dispersion, even across cross-border regions

Visible cross-border price differences 

despite inflation being less dispersed 

across borders than prices

The Single Market acts as a massive incentive 
for frictionless and barrier-free trade vs. ‘No Deal’ Brexit

The threat of professional 

services export barriers 

affected more the posting 

of higher skilled workers 

1.5 M fewer job adverts 

posted June 2016 -

December 2019 due to the 

threat of export barriers
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And it has a huge impact
leading to a substantial reduction of UK imports post-Brexit 

TCA has reduced goods and 

services imports from EU relative 

to rest of world by around 20% 

No evidence of decline in EU 

relative to non-EU exports to-date 

The Single Market

1. Is much broader than economic incentives 

2. Ensures frictionless and barrier-free trade

3. Brings huge market gains: 

• via the “Brussels Effect” 

• with higher allocative efficiency

• through economic cushioning (e.g. inflation dispersion)

4. Drives the flow of strategic imports across the EU

5. Is a springboard for global supply chain integration

And there are still large potential gains ahead

e.g. from removing persistent barriers to services
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