Brexit Brief: Options for the UK's future trade relationship with the EU

Now that the UK has voted to leave the European Union, attention has turned access to the Single Market in goods, services and people For each of these areas, we indicate what each model involves in terms of the Key

to what our future trade relationship with the EU might look like. The table below requirements to follow EU rules and regulations and contribute to degree of integration and involvement with the EU: full, partial or none. Clearly Full integration
summarises five existing models and sets out what they entail in several the EU budget these are not the only options, but these models provide an indication of what Partial integration
key areas: influence over EU laws and regulations. might be possible in a bespoke relationship. I No integration

Access to the Single Market Requirements
Influence over EU
rules and regulations
_ People Financial contribution EU rules and legal system <

The UK pays a ‘membership fee’ to

Type of

arrangement

UK companies have the right to establish the EU. which supports a number of Some EU law, including regulations, has The UK is represented in all of the EU s & feEmiiher G e Euses Uit (e UK
Membership United Membership of the Single Market in goods and companies to provide services in other Freedom of movement EU olfcies - prz o . direct effect in the UK without the need for institutions which take decisions and Sy bilate;'al .
of the Kinadom the Customs Union means no customs barriers, member states. These rights apply to a wide of people allows all EU the gommon A zcuﬁural Policy. EU 9 Uk legislation. EU directives are legally approve laws that apply to the UK. This e ofgthe EU's existing free trade
European g tariffs, quotas or duties are applied to the range of sectors including retail and citizens to live and 9 ¥, binding but member states must pass their includes the European Commission : P . 9 )

X (current . . ’ ) . . ) o structural funds, and research and . ; : agreements (FTAs) with 56 countries, which
Union model) movement of goods between EU countries, and business services. Financial services firms work anywhere within innovation. The UK receives fundin own laws to put them into practice. Under the which proposes and drafts laws, and the TS (T Erees ) T G TSR 6 e
(EV) SN that a common set of rules apply. based in the UK also have the right to the EU area. i thesé aieieger Ja reba?e 1972 European Communities Act, EU law European Council and the European EU el o e, NMiiles aml @l

:/ \: provide services. o s s copntr?bution has supremacy over UK law. Parliament, which must approve laws. . . .
| |\ .
The EEA agreement provides considerable but Companlgs e EI.EA member. Sl Norway is required to ianifi Under the terms of the EEA agreement, EEA h he riah Norway is not part of the EU’s free trade
not unlimited access to the Single Market in havg [ ”ght 19 .eStabI'Sh companies to allow free movement Nom’.ay makes a significant all EEA members must automatically EIECD DD 1Y ttg B agreements. It has the right to conclude its own
European industrial goods — with some restrictions on IS SN PR, of people within the el AL QAT implement all EU rules concerning the Single CEElEe] O BB Ee | Rl EU s U e bilateral freé trade agreements with non-EU
Economic : 9 ) . . These rights apply to a wide range of peop including research programmes and P . ng 9 the EEA agreement but there are limited 9 ’
Norway agricultural and fisheries produce.Norway is not a ) . . . EU and EEA areas. . . Market. All must comply with rulings of the . : member states. It can also negotiate free trade
Area member of the EU Customs Union, which means e el Sl TS It has chosen to be el e S el Ll A EFTA court — in the majority of cases these CIENTES oI I [TEESD, PR S agreements as part of the European Free Trade
(EEA) | - ’ services. Financial services firms based in Common Agricultural Policy (CAP) . jority . not represented as a member within EU greeme p P .
there are customs checks between Norway and EEA . part of the border-free . rulings follow European Court of Justice P Association. The EFTA has so far negotiated 27
member states also have the right to funding. . institutions. . )
. - EU member states. provide services Schengen area. (ECJ) principles. free trade agreements covering 38 countries.
EFTA membership allows access to the Single Switzerland has a Free
Market in all non-agricultural goods. Movement of Persons . . .
’ . . Like Norway, Switzerland is not part of EU free
European . Tre_aty.wqh D=8 EFTP.‘ me.mbershlp G B e SR IC Switzerland must adapt domestic regulation . . trade agreements and has the right to conclude
Switzerland has supplemented the EFTA ) o which is linked to other  contributions to the EU budget. ) ’ Switzerland has no formal right to be . . .
Free Trade i S ¥, A sl S Bilateral agreements provide limited access [ i ————— Switzerland contributes to the EU to reflect EU laws and regulation relating to reer o EU e e e its own bilateral free trade agreements with non-
Agreement Switzerland greel t th £ th to the market in services. Switzerland’s set ith th E% ; bud e those parts of the Single Market in which it limited inf i ﬂg h Y EU member states. It can also negotiate free
(EFTA) witzerian securing access 1o some other areas of the of bilateral agreements do not cover some il .t € =Y, removing eI ERT ] Wl as participates. It is not formally bound by |m|-te informat iniluence SRS trade agreements as part of the European Free
lus bilateral SO 1B sectors, including financial services PRI W ER IO ER S Gl R e rulings of the ECJ, although in some areas SUAIEE S PSRRI 5 & Trade Association. The EFTA has so far
p ’ 9 ’ the Single Market. It participates in — such as research 9 P gnin member within EU institutions. ’ : .
agreements . . (such as civil aviation) ECJ rulings do apply. negotiated 27 free trade agreements covering
Switzerland is not a member of the EU Customs has chosen to be part  programmes. ’
i i 38 countries.
Union, which means there are customs checks of the border-free
between Switzerland and EU member states. Schengen area.

The EU-Singapore Free Trade Agreement EUSFTA will provide some (but not Singapore has no Exportgrs S CEEI 217 Y“'th =7 FUIe.S it
f . . . . . S regulations when exporting to the Single . " . . .
. (EUSFTA) will phase out tariffs and duties on unlimited) access to the market in services, [RelsllfeElilelyRleR=Teler=To}d Singapore has no formal ability to Singapore is free to negotiate and agree trade
Singapore . . . . . . . None Market. ) ) . :
C: trade in goods, though quotas will apply to some covering sn_actors |_nc|ud|ng business services RCERMEOEINERIK] influence EU laws or regulations. deals with other countries.
products. and financial services. people. Singapore is not subject to ECJ rulings.
Free Trade
Agreement The C hensive E . d Trad
FTA e Comprehensive Economic and Trade .
( ) Agreement (CETA) will phase out duties and CETA will increase Canadian firms’ access Canada has no Fexpu(?:t?c;ismwuﬁzzﬁoer?(pgrmthtgltJhFeUISeii alr;d
tariffs on the majority of goods: 98% of EU goods  to the EU market in services, but some obligation to accept g P 9 9 Canada has no formal ability to influence | Canada is free to negotiate and agree trade
Canada . . . . . L . . None Market. . ) ’
will enter Canada free of tariffs and duties. While  sectors — including financial services — are free movement of EU laws or regulations. deals with other countries.
most quotas will be removed, Canada will have to not included. people. . . .
- Canada is not subject to ECJ rulings.
accept EU quotas on some agricultural produce.

Turkey is not part of the EU’s existing FTAs with
56 countries. When the EU signs an agreement
As a member of the EU Customs Union, Turkey with a third country, such as South Korea,
has access to the EU market in industrial goods In areas where Turkey has access to the EU Turkey must give that country access to its own

s

Membership and processed agricultural goods which means The Customs Union does not give Turkey Tur_key_has no market (such as industrial goods), it is " . market on the same terms but the third country
of the EU T . . : . obligation to accept . . Turkey has no formal ability to influence L .
urkey that no tariffs, quotas oir dutues are placed on any preferential access to the single market required to enforce rules that are equivalent . has no obligation to open its markets to Turkey.
Customs . . ) ) free movement of ) N v EU laws or regulations.
Union industrial goods between Turkey and the EU. in services. people to those in the EU. This includes competition,
The Customs Union does not apply to raw : product, and environmental rules. As a member of the Customs Union, Turkey can
agricultural goods. negotiate and agree trade agreements with other
non-EU countries, but its external tariffs must be
aligned with the EU’s external tariff.
Each member must apply the same tariffs to all Exporters must comply with EU rules and
World Trade 2 souinue (unless_ they have a _Free T!'a_de Agreement)._ The WTO General Agreement on Trade in WTO rules make no regulations when exporting to the Single The WTO and its members have no
i = oo There is no automatic provision for preferential Services offers less access to overseas -~ Market. o )
Organization . . ) ) provision for free None formal ability to influence EU laws or
(WTO) access to the EU Single Market: unless a FTA is markets than EEA or EFTA membership, or T regulations
agreed, the EU must impose a common external | the FTAs described above. ' Under WTO rules, members are not subject '
tariff on exports from non-EU member states. to ECJ rulings.

CETA and EUSFTA are not yet in place — the agreements need to be ratified by the European Parliament and EU member states.
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