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 to what our future trade relationship with the EU might
look like. The table below summarises five existing models and sets
out what they entail in several key areas:
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access to the Single Market in goods, services and people
requirements to follow EU rules and regulations and contribute

U laws and regulations.

UK companies have the right to
establish companies to provide
services in other member states.
These rights apply to a wide range
of sectors including retail and
business services. Financial
services firms based in the UK
also have the right to provide
services.

The EEA agreement provides free
movement of services across the
EEA. Members of the EEA also
have 'passporting rights' in
financial services.

Bilateral agreements provide
limited access to trade in services,
but some sectors — including
financial services — are not
covered.

EUSFTA will provide some (but
not unlimited) access to the
market in services, covering
sectors including business
services and financial services.

CETA will increase Canadian
firms' access to the EU market in
services, but some sectors —
including financial services — are
not included.

The WTO General Agreement on
Trade in Services offers less
access to overseas markets than
EEA or EFTA membership, or the
FTAs described above.

For each of these areas, we indicate what each model involves in
terms of the degree of integration and involvement with the EU:
full, partial or none. Clearly these are not the only options,

but these models provide an indication of what might be possible

in a bespoke relationship.

Freedom of movement
of people allows all EU
citizens to live and work
anywhere within the

EU area.

Norway is required to allow
free movement of people
within the EU and EEA
areas. It has chosen to be
part of the border-free
Schengen area.

Switzerland has a Free
Movement of Persons
Treaty with the EU which
is linked to other bilateral
agreements with the EU,
removing barriers to
accessing the Single
Market.

Singapore has no
obligation to accept free
movement of people.

Canada has no obligation

to accept free movement of

people.

WTO rules make no
provision for free
movement of labour.

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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Requirements

Financial contribution

The UK pays a 'membership fee' to the
EU, which supports a number of EU
policies and programmes including the
Common Agricultural Policy, EU
structural funds, and research and
innovation. The UK receives funding
from these programmes and a rebate
on its net contribution.

Norway makes a significant
contribution to the EU budget including
research programmes and education.
It does not contribute to Common
Agricultural Policy (CAP) funding.

EFTA membership does not require
contributions to the EU budget.
Switzerland contributes to the EU
budget to cover the costs of
programmes it participates in —
such as research programmes.

Key
Full integration

I No integration

EU rules and legal system

Some EU law, including regulations, has
direct effect in the UK without the need for
UK legislation. EU directives are legally
binding but member states must pass their
own laws to put them into practice. Under
the 1972 European Communities Act, EU
law has supremacy over UK law.

Under the terms of the EEA agreement,

all EEA members must automatically
implement all EU rules concerning the
Single Market. All must comply with rulings
of the EFTA court — in the majority of cases
these rulings follow European Court of
Justice (ECJ) principles.

Switzerland must adapt domestic
regulation to reflect EU laws and regulation
relating to those parts of the Single Market
in which it participates. It is not formally
bound by rulings of the ECJ, although in
some areas (such as civil aviation) ECJ
rulings do apply.

Exporters must comply with EU rules and
regulations when exporting to the Single
Market.

Singapore is not subject to ECJ rulings.

Exporters must comply with EU rules and
regulations when exporting to the Single
Market.

Canada is not subject to ECJ rulings.

Exporters must comply with EU rules and
regulations when exporting to the Single
Market.

Under WTO rules, members are not
subject to ECJ rulings.

Partial integration

Influence over EU
rules and regulations

The UK is represented in all of the EU
institutions which take decisions and
approve laws that apply to the UK.
This includes the European
Commission which proposes and
drafts laws, and the European Council
and the European Parliament, which
must approve laws.

EEA members have the right to be
consulted on laws and regulations
under the EEA agreement but there
are limited channels for formal
influence. Norway is not represented
as a member within EU institutions.

Switzerland has no formal right to be
consulted on EU laws and regulations
and very limited informal influence over
them. Switzerland is not represented
as a member within EU institutions.

Singapore has no formal ability to
influence EU laws or regulations.

Canada has no formal ability to
influence EU laws or regulations.

The WTO and its members have no
formal ability to influence EU laws or
regulations.



Brexit Brief: options for the UK’s
future trade relationship with the EU

Data sources

1. HM Government, Rights and obligations of European Union membership (April 2016)
Retrieved 5 July 2016
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/516501/
Rights_and_obligations_of European_Union_membership_web_version.pdf

2. HM Government, Alternatives to membership: possible models for the United Kingdom
outside the European Union (March 2016) Retrieved 5 July 2016
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/504604/Alt
ernatives_to_membership_- possible_models_for_the UK outside the EU.pdf

3. Full Fact, ‘EU facts behind the claims: immigration’ (April 2016) Retrieved 5 July 2016
https://fullfact.org/europe/immigration-eu-referendum/

4. Full Fact, ‘EU facts behind the claims: regulation and the Single Market’ (April 2016)
Retrieved 5 July 2016
https://fullfact.org/europe/eu-facts-behind-claims-regulation-and-single-market/

5. House of Commons Library, EU budget and the UK’s contribution (June 2016) Retrieved
5 July 2016 http://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06455

6. Full Fact, ‘How the EU works: EU law and the UK’ (April 2016) Retrieved 5 July 2016
https://fullfact.org/europe/eu-law-and-uk/

7. Dhingra, S and Sampson, T. Life after Brexit: What are the UK’s options outside the
European Union? (February 2016) Retrieved 5 July 2016
http://cep.Ise.ac.uk/pubs/download/brexit01.pdf

8. Piris, J.C ‘If the UK votes to leave: The seven alternatives to EU membership’,
Centre for European Reform (January 2016) Retrieved 5 July 2016
https://www.cer.org.uk/sites/default/files/pb_piris_brexit_12jan16.pdf

9. Open Europe, Britain’'s EU immigration debate: Norway and Switzerland are not the
answer (November 2014) Retrieved 5 July 2016
http://openeurope.org.uk/intelligence/immigration-and-justice/norway-and-switzerland/

10.  Scarpetta, V, ‘What could the EU-Canada free trade deal tell us about Brexit?’,
Open Europe (March 2016) Retrieved 5 July 2016
http://openeurope.org.uk/today/blog/what-could-the-eu-canada-free-trade-deal-tell-us-
about-brexit/

11.  Ministry of Trade and Industry Singapore, ‘European Union-Singapore Free Trade
Agreement Fact Sheet’, (December 2014) Retrieved 5 July 2016
https://www.mti.gov.sg/MTlInsights/SiteAssets/Pages/EUSFTA/
5%20things%20you%20should%20know%20about%20the%20EUSFTA.pdf

12. Whitman, R ‘O Canada? An alternative for the UK after Brexit’
The UK in a Changing Europe (February 2016) Retrieved 5 July 2016
http://ukandeu.ac.uk/oh-canada-an-alternative-for-the-uk-after-brexit/

This version published 6 July 2016. © Institute for Government



http://ukandeu.ac.uk/oh-canada-an-alternative-for-the-uk-after-brexit/
https://www.mti.gov.sg/MTIInsights/SiteAssets/Pages/EUSFTA/5%20things%20you%20should%20know%20about%20the%20EUSFTA.pdf
https://www.mti.gov.sg/MTIInsights/SiteAssets/Pages/EUSFTA/5%20things%20you%20should%20know%20about%20the%20EUSFTA.pdf
http://openeurope.org.uk/today/blog/what-could-the-eu-canada-free-trade-deal-tell-us-about-brexit/
http://openeurope.org.uk/today/blog/what-could-the-eu-canada-free-trade-deal-tell-us-about-brexit/
http://openeurope.org.uk/intelligence/immigration-and-justice/norway-and-switzerland/
https://www.cer.org.uk/sites/default/files/pb_piris_brexit_12jan16.pdf
http://cep.lse.ac.uk/pubs/download/brexit01.pdf
https://fullfact.org/europe/eu-law-and-uk/
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06455
https://fullfact.org/europe/eu-facts-behind-claims-regulation-and-single-market/
https://fullfact.org/europe/immigration-eu-referendum/
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/504604/Alternatives_to_membership_-_possible_models_for_the_UK_outside_the_EU.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/504604/Alternatives_to_membership_-_possible_models_for_the_UK_outside_the_EU.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/516501/Rights_and_obligations_of_European_Union_membership_web_version.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/516501/Rights_and_obligations_of_European_Union_membership_web_version.pdf

