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Summary
The Withdrawal Agreement and Article 50 extension
The UK-EU Withdrawal Agreement (WA) and the accompanying Political Declaration (PD) on
the framework for the future UK-EU relationship have together been rejected twice by the
House of Commons, on 15 January and 12 March 2019. On 21 March, the EU agreed to the
Prime Minister’s request for an extension to the Article 50 period. Brexit would be delayed
until 22 May if the WA was approved by the House of Commons by 29 March, to give time for
adoption of the necessary implementing legislation. In the event of the WA not being
approved, Article 50 would be extended until 12 April.
The Government sought approval of the WA for a third time on 29 March (this time without
the PD), but it was rejected by the House of Commons again, meaning 12 April is now the
scheduled date of Brexit. The EU has held out the possibility of a longer extension being agreed
beyond 12 April if the UK comes up with an alternative plan and decides to participate in the
EP elections. The EU has repeatedly said it will not re-open discussions on the WA, but is
willing to consider changes to the PD.
On 25 March, the House of Commons approved a motion suspending precedence for
Government business on 27 March and allowing for motions on indicative votes on alternative
approaches to Brexit to take precedence instead. This is intended as a way of enabling a
majority of MPs to coalesce around a future model for UK-EU relations that could break the
current impasse. In the first set of indicative votes on 27 March, no motion won majority
support. Another indicative votes session has been scheduled for 1 April.
Norway or Canada?
In the Brexit negotiations, the EU’s offer on the future UK-EU relationship has been presented
as a binary choice between a conventional free trade agreement, similar to that recently
negotiated between the EU and Canada (CETA), or a Norway-style relationship with the EU
whereby the UK remains a part of the EU Single Market (possibly as a member of the European
Economic Area (EEA) bringing together the EU, Norway, Iceland and Lichtenstein).
Neither of these options on their own would prevent the emergence of a hard border on the
island of Ireland (a priority for both the UK and the EU), as they involve the UK no longer being
part of a Customs Union with the EU and the border between Northern Ireland and Ireland
therefore becoming part of the UK-EU customs border.
The Canada-style option would also mean checks on goods crossing the border between
Northern Ireland and Ireland to ensure compliance with EU regulations. The EU proposed that
this could be resolved by separate arrangements for Northern Ireland, whereby it remains in a
common regulatory area for goods and customs with the rest of the EU. This was deemed
unacceptable by both the Government and the Democratic Unionist Party.
Norway Plus?
The EU has also indicated that it would consider a Norway-plus option, whereby the UK joins
the EEA and also forms a new customs union with the EU (at least temporarily), thereby
eliminating the need for both regulatory and customs checks on the Northern Ireland-Ireland
border. This option is supported by a cross-party group of MPs and has also been backed by
the Scottish and Welsh First Ministers.
The Norway-style EEA option on its own crosses a number of the ‘red lines’ set out by the
Government, including continuing application of EU Single Market rules, free movement of
people and substantial financial contributions. The Norway-plus option crosses another red
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line as a Customs Union with the EU would prevent the Government from pursuing its
objective of an independent trade policy for the UK.
A UK-EU Customs Union?
The Labour party has stated its support for a “new comprehensive UK-EU customs union”. But
it says that this would require the UK to have “a say” in future EU deals rather than being a
passive recipient of decisions elsewhere. The EU already has a separate customs union with
Turkey, but Turkey does not have a say in the EU’s trade deals and is obliged to follow the EU’s
agreed trade terms for imports from other countries without any guarantee that these
countries will reciprocate. The EU has indicated it would be willing to consider an EU-UK
customs union, but trade experts have suggested the EU would be unlikely to give the UK a say
in its trade negotiations.
The Labour party has also advocated a “strong Single Market” relationship, involving alignment
with the Single Market and shared institutions. The only non-EEA country that participates in
the Single Market is Switzerland. It has a bespoke deal based on over a hundred agreements
with the EU, covering commitments to follow Single Market rules including the free movement
of people. The EU is negotiating with Switzerland to establish more institutional control over
this relationship and is unlikely to want to replicate it with another country.
Or No Deal?
If the WA is not approved and the UK does not come up with an alternative plan that
convinces the EU to extend Article 50 further, then the UK will leave the EU without a deal on
12 April unless Article 50 is revoked. A no deal Brexit is predicted to result in significant short
term disruption, and have a negative economic impact in the long term (more so than any
other scenario modelled). But it is also viewed as providing for a clean break from the EU.
Economic impacts of different scenarios
In November 2018, the Government released its long-term economic analysis of Brexit,
comparing the level of GDP in 15 years’ time under different Brexit scenarios. The main
outcome was that the higher the barriers to UK-EU trade, the lower GDP is expected to be.
This is in line with other studies examining the potential economic impact of Brexit.
UK long-term GDP impacts under different scenarios
% difference in GDP level in 15 years compared to staying in EU
No change to migration rules

Zero net migration of EEA workers

0

n/a

-2

-1.4

-4
-6
-8
-10

-0.6
-2.5

-4.9

-2.1
-3.9

-6.7

-7.7
-9.3

No deal

FTA

EEA

Chequers

Chequers minus

Source: HM Government, EU Exit: Long-term economic analysis, Nov 2018

The results show that of the five Brexit scenarios modelled, the one based on the
Government’s preferred future relationship with the EU described in the July 2018 White
Paper – the ‘Chequers proposal’ – results in the smallest long-term negative impact on GDP,
compared with staying in the EU. Under the more restrictive migration scenario, ‘Chequers
Minus’ – based on the Chequers plan with additional trade frictions with the EU – results in
GDP being 3.9% lower. This figure has been used by some economists and commentators as
the scenario closest to what is contained in the UK-EU Political Declaration. All scenarios are
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based on the assumptions that the UK retains existing EU trade deals and negotiates new deals
with major economies such as the US and China.
The table on the next page summarises Government, Opposition, Parliament and EU views on
the various options discussed.

7

Commons Library Briefing, 29 March 2019

Summary: Views on future UK-EU relationship models
Norway Plus

The EEA

Switzerland-style Bespoke
Relationship

Permanent UK-EU
Customs Union

Canada-style FTA

No Deal

Key features

Continued membership of
Single Market through EEA
and new – possibly
temporary - UK-EU customs
union

Continued membership of
Single Market but no
decision-making
representation in EU
institutions

Partial participation in
Single Market including
application of free
movement rules

No tariffs between UK
and EU, and UK applies
same external tariffs as
EU

Eliminates tariffs on
goods, but limited
coverage for trade in
services and other nontariff barriers

UK reverts to WTO rules
with no preferential
trading relationship
with EU

Government Views

UK would be rule-taker.
Does not end free
movement of persons or
CJEU jurisdiction or financial
contributions. Precludes
independent trade policy.

UK would be rule-taker.
Does not end free
movement of persons or
CJEU jurisdiction or
financial contributions.

The government desires a
bespoke ‘future
relationship’ but not with
free movement of
persons.

Permanent CU precludes
independent trade policy,
and does not guarantee
reciprocal market access
with EU’s trade partners

Economically undesirable
and does not tackle Irish
border issue.

Economically
undesirable, worst case
scenario for Irish
border, but default if no
alternative plan by 12
April 2019.

Opposition/Parliament
Views

Supported by a cross-party
group of MPs. Lost by 283
votes to 188 in indicative
votes on 27 March (143
Labour and 37
Conservatives in favour)

Labour has not endorsed
EEA membership but
favours “strong single
market relationship”.
Motion in favour of
retaining EEA membership
but rejecting Customs
Union defeated by 377
votes to 65 on 27 March.

Labour advocates a strong
relationship/ alignment
with the single market
underpinned by shared
institutions and
obligations

Official Labour position.
Ken Clarke’s CustomsUnion motion supported
by most Labour and 34
Conservative MPs on 27
March (lost by 271 votes
to 265).

Some (mainly
Conservative) MPs
advocate a Canada-style
FTA as the desirable end
state.

Rejected by a majority
of MPs in successive
votes. 400 MPs voted
against on 27 March,
160 (mainly
Conservative) MPs
voted in favour.

EU Views

No obvious conflict with EU
red lines.

No conflict with EU red
lines for GB but would
require customs element
of Northern Ireland
backstop or alternative
arrangements.

Unwilling to replicate
existing Swiss model and
has set out new
institutional framework
for EU-Swiss relations.

EU willing to discuss
Customs Union but would
require regulatory
elements of backstop or
alternative arrangements

No obvious conflict with
EU red lines if applied to
GB only. But would
require separate backstop
or alternative
arrangements for
Northern Ireland.

Economically
undesirable, worst case
scenario for Irish
border, but default if no
alternative plan agreed.

Green: majority approval| Amber: unclear if majority in favour | Pink: no majority approval | Grey: support would be conditional
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1. How did we get here?
In the Brexit negotiations, the EU’s offer on the future UK-EU relationship
has been presented as a binary choice between a conventional free trade
agreement, similar to that recently negotiated between the EU and Canada
(CETA), or a Norway-style relationship with the EU whereby the UK remains
a part of the EU Single Market (possibly as a member of the European
Economic Area bringing together the EU, Norway, Iceland and Lichtenstein).
Membership of the European Economic Area (EEA) or a Norway-style
arrangement would require the UK to continue to implement EU rules
relating to the Single Market (without a decision-making role in the
development of these rules) including freedom of movement, and to make
substantial financial contributions. In a Canada-style relationship, the UK
would not be required to adopt Single Market rules in the same way.
However, while nearly all tariffs relating to trade in goods are eliminated by
the EU-Canada deal, non-tariff barriers to trade remain and access to the
EU single market for services remains far more restricted than within the
Single Market.
In her Florence speech in September 2017, Prime Minister Theresa May
said that “compared with what exists between Britain and the EU today (a
Canada-style deal) would nevertheless represent such a restriction on our
mutual market access that it would benefit neither of our economies”.
The EU’s Chief Brexit Negotiator Michel Barnier has stated that if the UK
wants to go further than the type of agreement that the EU has with
Canada, then it needs to look to other models currently on the table, such
as the Norway one. However, he has also said that it “it is not – and will not
– be possible for a third country to have the same benefits of the
Norwegian model but the limited obligations of the Canadian model”.

1.1 The UK’s red lines
A Canada-type deal has been promoted by supporters of Brexit and of
looser ties with the EU (as well as those who previously supported remain
or want close ties with the EU but feel that other options would not
properly implement the referendum result to leave the EU) because it
would not require free movement of people between the EU and the UK, it
would not require a financial contribution to the EU, it would not subject
the UK to the jurisdiction of the Court of Justice of the EU and (unlike a
customs union with the EU) would enable the UK to pursue its own
independent free trade policy. These were all ‘red lines’ identified by the
Prime Minister in her Lancaster House speech setting out the UK’s
negotiating objectives for exiting the EU in January 2017.
Mr Barnier presented a slide to EU leaders at the European Council meeting
in December 2017 showing how the UK’s red lines ruled out the various
other models on the table, pointing to a deal similar to the EU’s agreement
with Canada as the remaining option (see below). A slide published by the
European Commission in May 2018 also indicated that the EU was offering
the UK a Canada-style free trade agreement alongside co-operation on
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internal security (including police and judicial co-operation), foreign,
security and defence co-operation, and other policy matters.
Slide Presented by EU Chief Brexit Negotiator, Michel Barnier, to
European Council on 15 December 2017.

1.2 The Northern Ireland Backstop
The EU offer of a free trade agreement (FTA) for the UK similar to the EUCanada agreement would require that special arrangements are put in
place to meet the shared UK-EU objective of preventing a hard border
returning between Northern Ireland and Ireland.
A Canada-type deal on its own would mean that checks to ensure that
goods meet the regulatory requirements of the EU (not necessary within
the EU Single Market) and customs controls (checking the origins of goods
and not necessary within the EU customs union) would be required at the
UK-EU border, including between Northern Ireland and Ireland.
Under the terms of the joint UK-EU report on progress in the first phase of
Brexit negotiations in December 2017, the UK Government committed to
ensuring full alignment with those rules of the EU internal market and
customs union necessary to prevent the emergence of a hard border
between Northern Ireland and Ireland if it is not possible to achieve this
through the overall EU-UK relationship. This commitment is known as the
Northern Ireland ‘backstop’.
In July 2018, the UK Government agreed an alternative proposal for
avoiding a hard Irish border at the Chequers Cabinet meeting (the
‘Chequers plan’) which formed the basis of the Government White Paper on
the future relationship between the United Kingdom and the European
Union. The White Paper proposes that the UK follows a ‘common rulebook’
with the EU in relation to EU rules enabling frictionless trade in goods and
agricultural, food and fisheries products. This would be combined with “a
facilitated customs arrangement” with the EU whereby the UK would
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collect tariffs on behalf of the EU for goods entering the UK destined for the
EU, while applying a separate trade and tariff regime for goods intended for
the UK market. The Government said this arrangement would eliminate the
need for both regulatory and customs checks between Northern Ireland
and Ireland and prevent a hard border emerging. But the EU indicated that
this proposal was unacceptable, and it was also opposed by several
Conservative MPs and the opposition parties. In evidence to the House of
Commons Select Committee on Exiting the EU on 3 September 2018, Mr
Barnier said that the UK proposals would question “the integrity of the
single market and the indivisibility of the four freedoms of movement (of
goods, services, capital and people)” and that it was “not possible for the
Union to delegate to a third country protection of its customs union or the
control of its external borders or the management of a collection of its
customs revenue”. The final text of the UK-EU Withdrawal Agreement
published in November 2018, as discussed below, makes no reference to a
‘facilitated customs agreement’.

Norway-Plus as an alternative to the backstop
Mr Barnier has indicated that one way of preventing a hard border
emerging on the island of Ireland would be for the UK to join the EEA and
agree a customs union with the EU. This ‘Norway Plus’ model was
advocated in a joint statement by the Scottish First Minister Nicola
Sturgeon and Welsh First Minister Carwyn Jones in June 2018, and has
recently been proposed by a cross-party group under the name ‘Common
Market 2.0’. But this model crosses several of the red lines previously set
out by the Prime Minister.

1.3 The Withdrawal Agreement
Rejection of ‘Northern Ireland only’ backstop
Given that the UK Government had ruled out EEA membership and rejected
a permanent customs union with the EU, the EU proposed a backstop that
involved Northern Ireland remaining in the EU customs union, the EU VAT
system and parts of the EU Single Market, alongside a Canada-style free
trade deal for the rest of the UK.
The UK Government rejected such proposals as “threatening the
constitutional integrity of the UK”, as they would create separate customs
and regulatory regimes for Great Britain and Northern Ireland, creating a
border in the Irish sea. Following the Salzburg EU Leaders’ summit in
September 2018, Theresa May made a statement in Downing Street, saying
that: “Creating any form of customs border between Northern Ireland and
the rest of the UK would not respect that Northern Ireland is an integral
part of the United Kingdom” and that this was “something no British Prime
Minister would ever agree to”.

Withdrawal Agreement
On 15 October 2018, Mrs May told the House of Commons that she had
proposed an UK-wide solution which would involve the UK staying in a
single customs territory with the EU until a more permanent agreement
was reached on future UK-EU relations. The Withdrawal Agreement (WA)
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published on 13 November 2018 and endorsed by the European Council on
25 November contains this all-UK backstop solution whereby, if there is no
future relations agreement in place at the end of the transition period, the
UK remains in a customs union with the EU, and Northern Ireland continues
to apply certain EU Single Market regulations necessary to prevent the need
for any checks on the border between Northern Ireland and Ireland. 1

Political Declaration and Future Relations
Alongside the WA, the UK and EU also agreed a Political Declaration (PD)
setting out the framework for the future relationship between the EU and
the UK. This outlines a set of commitments on a proposed future
agreement on the UK-EU relationship and provides some parameters for
the future negotiations. 2 It refers to the ending of free movement of people
between the UK and EU, which would appear to rule out EEA/Single Market
membership, and the development of an independent trade policy for the
UK, which would appear to rule out a permanent UK-EU customs union.
However, the PD is non-binding and the UK and EU could move beyond
these parameters in a future agreement. Paragraph 138 of the PD states
that once the WA has been approved by the UK and EU preparatory work
would begin on negotiations for the future relationship with both parties
committed to “best endeavours” to ensure the future relationship enters
into force by the end of the envisaged post-Brexit transition period (the end
of 2020 or end of 2022 at the latest if the transition is extended). It states
that the priority will be to find alternative, permanent arrangements to
ensure there is no hard border between Northern Ireland and Ireland.
It remains unclear what these permanent arrangements to prevent a hard
border emerging between Northern Ireland and Ireland would be and how
these might be different from the previously discussed backstop
arrangements. Paragraph 27 of the PD refers to consideration of facilitative
arrangements and technologies for ensuring there is no hard border in
Ireland, but doubts have been expressed as to whether such arrangements
can provide a solution. 3

EU assurances on WA, backstop and future relationship
In its conclusions on 13 December 2018, and following the postponement
by the Prime Minister of the House of Commons vote on the WA previously
scheduled for 11 December, the European Council stated that the EU
“stands by” the WA, which was “not open for renegotiation”, and that it
“intends to proceed with its ratification”. It also said that the EU “stands
ready to embark on preparations immediately after signature of the
1

2
3

For further details on what the backstop entails see House of Commons Library Insight,
The backstop explained, 12 December 2018. See also House of Commons Library Briefing
Paper CBP8453, The UK’s EU Withdrawal Agreement, 1 December 2018.
See House of Commons Library Briefing Paper CBP8454, The Political Declaration on the
Framework for Future EU-UK Relations, 3 December 2018
The Government put forward a ‘Maximum Facilitation’ option in its Position Paper on
Ireland Northern Ireland in August 2017. The Northern Ireland Affairs Select Committee
concluded its report, The land border between Northern Ireland and Ireland, in March
2018 that there were no visible “technical solutions, anywhere in the world, beyond the
aspirational, that would remove the need for physical infrastructure at the border”.
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Withdrawal Agreement to ensure that the negotiations can start as soon as
possible after the UK’s Withdrawal”.
In an exchange of letters between Prime Minister Theresa May and the
Presidents of the European Council (Donald Tusk) and European
Commission (Jean-Claude Juncker) on 14 January 2019, Mr Juncker pledged
to establish the Commission negotiating structure for the future relations
agreement “directly after signature” of the WA “to ensure that formal
negotiations can start as soon as possible after the withdrawal” of the UK. 4
The EU letter confirmed a “shared commitment” with the UK to not seeing
the backstop enter into force, since “it would represent a suboptimal
trading arrangement for both sides”. It also confirmed that the Commission
“is determined” to prioritise in its work programme discussion of proposals
“that might replace the backstop with alternative arrangements”, possibly
using “facilitative arrangements and technologies”. Arrangements
superseding the Protocol would not have to “replicate its provisions in any
respect, provided that the underlying objectives continue to be met”.

1.4 The first ‘meaningful vote’ and reaction
Under Section 13 of the European Union (Withdrawal) Act 2018, the WA
will only come into force once it is first approved by the House of Commons
(alongside the PD) in the so-called ‘meaningful vote’, and an Act of
Parliament providing for implementation of its provisions is also adopted. In
the vote on the WA and PD in the House of Commons on 15 January, the
Government’s motion was defeated by 432 votes to 202.
Reacting to the vote, Commission President Juncker maintained that the
WA was a “fair compromise and the best possible deal” and “the only way
to ensure an orderly withdrawal”. This position was echoed by the EU’s
chief Brexit negotiator Michel Barnier. He also said that “the backstop . . .
must remain a backstop and it must remain credible”. With regard to the
future relationship, Mr Barnier said that if the UK chose “to change its red
lines, and to be more ambitious and go beyond a simple free trade deal in
our future relationship, then the EU would be ready to immediately support
this evolution and respond favourably”. It was up to the UK Government to
clarify how it wished to proceed on organising an “orderly withdrawal” and
how “it wants to build an ambitious and long-lasting partnership”. 5
Following the debate and vote on the Government’s next steps in the Brexit
process on 29 January, the Prime Minister set out her intention to seek
further negotiations with the EU on the WA, in order to obtain changes to
‘backstop’ in line with the Brady amendment adopted by the House of
Commons. 6
4

5
6

See Letter from the President of the European Council and President of the European
Commission to the Prime Minister, 14 January 2019. See also the House of Commons
Library Briefing Paper CBP8474, EU assurances to the UK on Brexit, 15 January 2019.
Michel Barnier, speech to EP, 16 January 2019. Opening statements available at
https://multimedia.europarl.europa.eu/en/opening-statements_I166570_03-V_rv.
For further details on what the backstop entails see House of Commons Library Insight,
The backstop explained, 12 December 2018. For a discussion of the outcome of the
debate on 29 January 2019, see House of Commons Library Insight, A ‘Plan B’ considered
and two instructions given: Where next for Parliament and Brexit?,30 January 2019.
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The next day President Tusk said that the EU position was “clear and
consistent” and that the WA “is not open for renegotiation”.
Following their meeting on 7 February 2019, Theresa May and the
President of the European Commission Jean-Claude Juncker issued a joint
statement. The statement said that President Juncker had underlined that
the EU27 would not reopen the WA, but had “however expressed his
openness to add wording to the political declaration agreed by the EU27
and the UK in order to be more ambitious in terms of content and speed
when it comes to the future relationship between the European Union and
the UK”.

1.5 Labour party proposals and Government
response
Following the Government’s defeat in the ‘meaningful vote’ on 15 January
and the vote of confidence tabled by the Opposition which was defeated
the next day, the Prime Minister renewed her invitation to colleagues and
senior MPs from across the House to meet her for talks on reaching
consensus on a Brexit ‘Plan B’. Labour leader Jeremy Corbyn initially
rejected this invitation but then agreed to meet Mrs May for talks after the
House of Commons voted to reject leaving the EU without a deal on 29
January.
In a letter to the Prime Minister on 6 February, Mr Corbyn said that the
Government would need to enshrine five changes to the Political
Declaration in law to secure Labour support for a Withdrawal Agreement.
These would include a permanent and comprehensive UK-wide customs
union; close alignment with the EU Single Market, underpinned by shared
institutions and obligations; and dynamic alignment on rights and
protections.
In his meeting with Theresa May on 7 February, European Council President
Donald Tusk reportedly told the Prime Minister that Mr Corbyn’s plan
offered a “promising way out” of the present Brexit impasse. However, the
Prime Minister’s response to Mr Corbyn on 10 February stressed the
importance of the UK having an independent trade policy (thus ruling out a
customs union) and rejected the idea of automatically following changes of
EU rules on workers’ rights or environmental protection. She said the
Government would however be “prepared to commit to asking Parliament
whether it wishes to follow suit whenever the EU changes its standards in
these areas”.

1.6 The second meaningful vote and votes on
Article 50 extension
The Prime Minister has repeatedly spoken against extending Article 50 and
stated that the UK will leave the EU on 29 March 2019. However, on 26
February, Theresa May committed the Government to holding a vote in the
House of Commons on seeking an Article 50 extension on 14 March, if there
had not been approval of the WA by the House by 12 March and if the
House also rejected leaving the EU without a deal.
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The change of Government position came after three Cabinet Ministers
authored a joint article in the Daily Mail suggesting that Article 50 be
extended in order to avoid the UK leaving the EU without a deal, should
there be no breakthrough in terms of the Commons supporting the WA 7,
and reports that several Government Ministers and Conservative MPs were
prepared to vote for a cross-party amendment to make parliamentary time
for Yvette Cooper’s Private Member’s Bill legislating for a similar steps to be
taken. 8
On 11 March, the Government announced that it had agreed a new
instrument with the EU relating to the WA which gives legal force to the
EU’s commitment to negotiate a future agreement to replace the backstop
arrangements and confirms that the UK can seek arbitration if the EU does
not act in good faith in the negotiations. In addition, a supplementary
statement to the PD was agreed, referring to a number of measures to
expedite the process of negotiating and bringing into force the future
agreement 9. Following the agreement of the new texts Commission
President Juncker said:
It is what we do with this second chance that counts. Because there
will be no third chance. There will be no further interpretations of the
interpretations; and no further assurances of the re-assurances . . .

In the second ‘meaningful vote’ held on 12 March, the Government was
again defeated, this time by 391 votes to 242.
After voting against leaving the EU without an agreement on 13 March, the
Commons then approved the Government’s motion on 14 March agreeing
that it should seek an Article 50 extension.
The motion stated that if the Commons had approved the WA and PD by 20
March, then it would seek a one-off extension of Article 50 ending on 30
June 2019 for the purpose of passing the necessary EU exit legislation.
Alternatively, it noted that if a resolution approving the WA and PD had not
been passed by then “it is highly likely that the European Council at its
meeting the following day would require a clear purpose for any extension,
not least to determine its length, and that any extension beyond 30 June
2019 would require the United Kingdom to hold European Parliament
elections in May 2019”. The motion was passed by 412 votes to 202.
The Government indicated that it intended to bring another ‘meaningful
vote’ to the House prior to the European Council meeting of 21-22 March.
However, in a statement on 18 March the House of Commons speaker John
Bercow cited parliamentary convention set out in Erskine May that “a
motion or an amendment which is the same, in substance, as a question
which has been decided during a session may not be brought forward again
7
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9

For the joint article by David Gauke, Amber Rudd and Greg Clark see Cabinet 'No Deal'
revolt: PM facing prospect of a mass walkout after three senior ministers signal they are
ready to help force a delay to Brexit, Daily Mail, 22 February 2019. The Daily Mail also
reported that several Government ministers were prepared to resign and support the
Cooper amendment on 27 February.
See House of Commons Library Insight, Yvette Cooper’s Private Member’s Bill explained,
19 February 2019.
See House of Commons Library Briefing Paper CBP8525 The 'Strasbourg package', 13
March 2019.

15 Commons Library Briefing, 29 March 2019

during that same session”. Accordingly, the Government could “not
legitimately . . . resubmit to the House the same proposition or substantially
the same proposition” as that of the previous week.

1.7 The EU agrees to extend Article 50
In her letter to Donald Tusk on 20 March, Theresa May requested an Article
50 extension until 30 June 2019. She said she intended to hold another
Commons’ vote on the Withdrawal Agreement as soon as possible and that
the extension would be required to pass legislation to implement it.
Mrs May asked that ahead of the next ‘meaningful vote’ the European
Council approve the documents agreed by her and President Juncker in
Strasbourg on 11 March, “putting the Government in a position to bring
these agreements to the House and confirming the changes to the
Government’s proposition to Parliament”. She said that she also intended
to bring forward further domestic proposals to confirm her previous
commitments to protect the UK internal market “given the concerns
expressed about the backstop”. 10
During the Commons’ debate on 14 March, the Government indicated that
if the WA had not been approved by 20 March, there would be the prospect
of seeking a longer extension requiring UK participation in the European
Parliament elections. Mrs May’s letter to President Tusk on 20 March
however asserted that she did “not believe that it would be in either of our
interests for the UK to hold European Parliament elections”. The letter did
not include a request for a longer extension if the WA was not approved.
The European Council Conclusions on 21 March, explained that the EU27
leaders (meeting without the UK) agreed to extend Article 50 until 22 May
2019, provided that the WA was approved in the next week. In the event of
the WA not being approved, the European Council agreed to an extension
until 12 April, by which point it said it expects the UK, “to indicate a way
forward before this date for consideration by the European Council.” This
followed advice from the European Commission that the UK needed to
leave before the date of the European Parliament (EP) elections rather than
the date of the first sitting of the new EP (2 July) in order to ensure legal
certainty.
In his remarks following the European Council, President Tusk held out the
possibility of a longer extension being agreed beyond 12 April if the WA had
not been approved and the UK decided to participate in the EP elections.
He said the UK Government will then have, “a choice of a deal, no-deal, a
long extension or revoking Article 50.” EU leaders have previously stated
that a longer Article 50 extension would require a new event, new political
process or deep political change in the UK.

10

This would involve the whole of the UK and not just Northern Ireland remaining aligned
with EU rules necessary to prevent a hard border on the island of Ireland, thus
preventing a divergence in the regulatory framework between Northern Ireland and the
rest of the UK.
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In her statement following the European Council meeting, Theresa May said
that if the Withdrawal Agreement was not agreed, the UK “would either
leave with no deal, or put forward an alternative plan” 11.

1.8 The Commons agrees to move to indicative
votes
A proposal to hold indicative votes in the House of Commons in order to
test whether there is a majority in the House for a particular course of
action in the Brexit process and on negotiating a future relationship with
the EU has been discussed since January 12. Amendments in favour of this
approach were defeated in the House of Commons on 29 January and 14
March.
On 25 March, an amendment in favour of indicative votes tabled by Oliver
Letwin, with the support of a cross-party group of MPs was approved by a
majority of 329 votes to 302. It suspended House of Commons Standing
Order No.14 (which provides that government business shall have
precedence at every sitting save as provided in that order) on 27 March,
allowing motions on indicative votes to take precedence.
Eight different motions proposing alternative approaches to Brexit and the
future relationship with the EU were debated and voted upon on 27 March.
None of the motions was approved. The votes were as follows:
•

For a permanent and comprehensive UK-EU customs unions union.
Defeated by 271 votes to 265.

•

Labour party’s plan for a permanent customs union, close alignment
with the EU Single Market and dynamic alignment with the EU on
rights and protections. Defeated by 307 votes to 237.

•

For the Common Market 2.0 proposal, involving the UK negotiating
membership of the European Economic Area through the European
Free Trade Association (enabling continued EU Single Market
membership) and entering a customs union with the EU (until
alternative arrangements to prevent a hard border on the island of
Ireland can be agreed). Defeated by 283 votes to 189.

•

Applying to join EFTA and seeking to remain in the EEA, while
declining to enter into a customs union with the EU. Defeated by 377
votes to 64.

•

Revocation of Article 50 in order to avoid no deal if no Withdrawal
Agreement has been approved two days before exit day. Defeated by
293 votes to 184.

11

12

See House of Commons Library Briefing Paper CBP8496, Extending Article 50: could
Brexit be delayed?, 19 March 2019 and Library Briefing Paper CBP8533, Brexit delayed:
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•

A referendum to be held on any Withdrawal Agreement/future
relations framework approved by Parliament. Defeated by 295 votes
to 268.

•

To immediately seek to agree a trade agreement and other
preferential agreements with the EU if the Withdrawal Agreement is
not implemented. Defeated by 422 votes to 139.

•

Leaving the EU without a deal on 12 April. Defeated by 400 votes to
160.

The Business of the House motion adopted before the debate set aside a
second day, 1 April 2019, to debate and vote on some of these options
again. Speaking in the Commons chamber following the announcement of
the vote results, Mr Letwin said that
. . . those of us who put this proposal forward as a way of proceeding
predicted that we would not this evening reach a majority, and
indeed, for that very reason, put forward a business of the House
motion designed to allow the House to reconsider these matters on
Monday.

The voting system to be used on 1 April may give MPs the opportunity to
rank the different options as a way of reaching a compromise.

1.9 The Commons rejects the Withdrawal
Agreement for a third time
On 28 March, the Government announced it would hold another approval
vote for the WA in the House of Commons the following day. However,
unlike the previous votes on the WA, the PD would not be put to the House
for approval. The vote was not therefore on a motion satisfying the
conditions of Section 13(1)(b) of of the European Union (Withdrawal) Act
2018 which requires that both the WA and PD are approved, although it
could be argued that the conditions could be met if there was a later vote
of approval on the PD. There was also a possibility of changing this
requirement through the legislation implementing the WA 13.
The motion if approved would however have satisfied the condition set out
by the European Council on 21 March 2019, that the Article 50 period
would be extended until 22 May 2019 if the WA was approved by 29 March,
to provide time for the necessary implementing legislation to be adopted
by Parliament. The Speaker confirmed that the motion complied with the
requirement he set out on 18 March that the same question previously
decided during a session may not be brought forward again. In the vote on
29 March, the Commons’ nevertheless rejected the WA again by 344 votes
to 286. 12 April therefore becomes the scheduled Brexit date.

13

See House of Commons Library Debate Pack CDP2019 - 0079 United Kingdom’s
withdrawal from the European Union (29 March 2019), 29 March 2019
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2. EEA Membership (Norway model)
2.1 Norway and EEA membership
A Norway-style relationship with the EU would essentially involve
membership of the European Economic Area (EEA), which brings together
the EU and three of the four members of the European Free Trade
Association (EFTA): Norway, Iceland and Lichtenstein. The EEA extends the
EU Single Market to these three countries. The fourth EFTA member,
Switzerland, has negotiated a separate bilateral arrangement with the EU
that enables it to participate in the EU Single Market (see section 3).
The EEA was established by the EEA Agreement, which came into force on 1
January 1994. The EEA Agreement extends the Single Market and free
movement of goods, services, people and capital, together with laws in
areas such as competition policy, state aid, consumer protection and
environmental policy, to Norway, Iceland and Liechtenstein. In addition, the
EEA Agreement covers cooperation in policies such as research and
technological development, education, training and youth, employment,
tourism, culture, enterprise, entrepreneurship and small and medium-sized
enterprises. The EEA countries are outside the EU customs union so can
make their own trade agreements with countries outside the EEA.
The EEA Agreement does not cover the following EU policies:
-

Common Agriculture and Fisheries Policies

-

EU customs union

-

Common Commercial Policy

-

Common Foreign and Security Policy

-

Justice and Home Affairs (even though the EFTA countries are part
of the Schengen area)

-

Monetary Union (EMU)

Governance of the EEA
The EEA is structured in a two-pillar system whereby EFTA recreates a
mirror image of the EU institutions including, on the one side, the EFTA
Supervisory Authority and the EFTA Court, and on the other the EU
Commission and Court of Justice of the EU (CJEU). The EFTA Court generally
follows relevant CJEU case law.
The EEA Joint Committee (bringing together representatives of the EU and
the three EEA EFTA States) meets regularly and is responsible for the
ongoing management of the EEA Agreement and for decisions concerning
the incorporation of EU legislation into the EEA Agreement. Its decisions are
taken by consensus.

2.2 Free Movement
The EEA Agreement includes EU policy on the free movement of persons.
Nationals of the EEA Member States have the same free movement rights
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across the EU/EEA as EU citizens (and vice versa, although an exception
operates for Liechtenstein).
It is sometimes suggested that EEA states have greater scope to restrict free
movement of persons than EU Member States. This is a reference to the
general ‘safeguard clauses’ in Article 112 of the EEA Agreement. These
enable the Contracting Parties to suspend parts of the Agreement in
response to “serious economic, societal or environmental difficulties of a
sectorial or regional nature liable to persist”. Such measures could
potentially include temporary restrictions on immigration, although there is
limited precedent for this.
Liechtenstein is the only EEA state to have used the safeguard clauses in the
past to restrict free movement of people rights. It subsequently secured an
amendment to the EEA Agreement which has enabled it to continue to
apply certain restrictions on free movement of people.
There are differing opinions as to whether the EEA model offers a viable
means for gaining greater control over EU/EEA immigration compared to
remaining in the EU. Many commentators are sceptical of whether the UK
would be able to make use of the safeguard clauses or secure a bespoke
agreement similar to Liechtenstein’s if it joined the EEA via EFTA after
exiting the EU, in order to restrict free movement rights, or of what
difference this would make in practice.
Article 112 of the EEA agreement states that safeguard measures should be
“restricted with regard to their scope and duration to what is strictly
necessary in order to remedy the situation” and Article 114 provides for
other Contracting Parties to take counter-measures (“proportionate
rebalancing measures”) if a safeguard measure creates an “imbalance
between the rights and obligations” of the agreement.

2.3 Pros and Cons of EEA membership
Economic Impact
Those in favour of the EEA option argue that continued membership of the
Single Market would bring economic benefits as a result of favourable
access to the EU market. Unlike other options such as a Canada-style free
trade agreement or the Government’s Chequers plan, it also covers the
single market in services. This is particularly relevant given the size of the
UK service sector, which accounts for 79% of economic output, and 40% of
UK exports to the EU. The UK had a surplus of £28 billion on trade in
services with the EU in 2017, outweighed by a deficit of £95 billion on trade
in goods. 14
The Government’s long-term economic analysis of Brexit released in
November 2018 showed that GDP would be around 1.4% lower in 15 years’
time than it would be if the UK remained in the EU (-1.4% was the central
estimate within a range of -0.9% to -2.4% lower). This was more favourable
than a free trade agreement (-4.9%) or a no deal
(-7.7%). The Government’s analysis was also based on the assumptions that
14

See House of Commons Library briefing CBP7851, Statistics on UK-EU Trade, 20
November 2018.
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the UK strikes a deal with the EU with zero tariffs on goods, including on
agri-food products (currently excluded from EEA arrangements), retains
existing EU international trade agreements with third countries and signs
new trade agreements with the USA, Australia, New Zealand, China, India,
Brazil and others. 15
For more see the Library briefing paper Brexit deal: Economic analyses.

Independent Trade
Non-EU EEA members are outside the EU customs union, giving them the
freedom to pursue an independent trade policy, although in practice they
often negotiate through EFTA. There are currently 29 EFTA free trade
agreements covering 40 other countries.

Rule-taking
EEA membership involves a range of obligations, including implementation
of EU rules relating to the Single Market. These obligations extend to
enacting the rules relating to free movement of persons. EFTA EEA States
do not have a decision-making role in the development of these rules, but
they are consulted and can participate in European Commission
committees preparing the relevant legislation. The relevant EU legislation is
incorporated into the EEA Agreement by the Joint Committee, and through
this process EFTA EEA Members can negotiate adaptation texts.
EEA members are subject to rulings by the EFTA Court rather than the CJEU.
The Court largely follows CJEU judgments and there is dialogue between
the two courts. However, it is not able to enforce judgments in the same
way as the CJEU and (unlike the CJEU for EU States) its opinions are
advisory and non-binding on national courts. National courts in the EFTA
EEA countries have made their own interpretations of what EEA rules and
EFTA Court opinions mean. The EEA Joint Committee can ask the CJEU for a
ruling on the interpretation of relevant EEA rules, but this has not in
practice occurred 16 .
The Common Market 2.0 report 17, authored by Lucy Powell MP and Robert
Halfon MP on behalf of the Norway-plus group (see section 5), suggests
that only 28% of EU rules would apply to the UK if it joined the EEA, and
that through the EEA Joint Committee the UK would be able to seek
changes, adaptions or derogations. It could also refuse to implement new
rules, although under Article 102 of the EEA Agreement the EU may take
reasonable countermeasures, including suspending that particular part of
the Agreement 18.
15

16
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The analysis is also based on the assumption of there being deals with other members of
the Comprehensive and Progressive Agreement for Trans-Pacific Partnership, Mercosur
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See Common Market 2.0, pages 13-14

21 Commons Library Briefing, 29 March 2019

Financial Contribution
EEA membership also means making financial contributions to the EU. The
EEA EFTA states make financial contributions to the EU in two ways. Firstly,
they contribute to broad EU regional policy goals by providing grants to
“reduce social and economic disparities in the EEA”. These grants are
associated with Norway’s preferential access to the single market. Since the
2004 EU enlargement, funds have been provided under two schemes: ‘EEA
Grants’, to which Norway, Iceland and Liechtenstein all contribute, and
which is targeted at the thirteen newer Member States, plus Greece and
Portugal; and ‘Norway Grants’, which Norway alone contributes to, and is
targeted at the thirteen newer Member States only.
Secondly, EEA countries contribute to the costs of the EU programmes in
which they participate under the EEA Agreement, largely in proportion to
their share of GDP. Paying to participate in EU programmes is not unique to
EEA countries: other non-EU countries take part in EU programmes and
make financial contributions for doing so. So long as the UK makes an
orderly departure from the EU, it is expected that the UK will take part in
some EU programmes whatever the future economic relationship between
the UK and EU.
Norway, by virtue of its relative size, provides the vast majority of EEA
contributions. Norway’s net contribution to the EU in 2015 was
€597 million, equivalent to €115 per person. 19 The UK’s net contribution in
2015 was larger, at around €214 per person. 20 However, 2015 was a peak
year for the UK’s contribution.
Norway’s overall net contribution may not be the best indicator of the UK’s
potential additional financial contribution from joining the EEA once out of
the EU. This is because Norway’s overall contribution includes its payments
for participating in EU programmes and, as stated above, the UK’s
participation in such programmes wouldn’t be tied to EEA membership. The
UK Government estimates that Norway’s net payments for participating in
the single market (largely the EEA grants and Norway grants) are equivalent
to 0.15% of its GDP. 21 UK contributions at the same rate (0.15% of UK GDP)
would be around £3 billion in 2018/19. 22 The potential cost for taking part
in EU programmes isn’t included here – the UK could pay to participate in
EU programmes without being in the EEA.
Ultimately, any contributions would be negotiated with the EU.

Meeting Brexit objectives
Open Europe summarised the drawbacks of the EEA as follows:
However, a Norway-style relationship is unlikely to be a viable longterm option for the UK. Firstly, it is a poor fit when set against the
Leave side’s key arguments during the referendum campaign:
restoring full control over UK immigration policy, restoring UK
19
20
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sovereignty over lawmaking including vis-à-vis the European Court of
Justice, eliminating the UK’s financial contribution to the EU, and
reducing the burden of EU legislation on business. Secondly, and
perhaps just as importantly, it is unlikely that such an EU-satellite
status would satisfy the national self-image of a major G7 economy
with deeper trade and foreign policy links across the world, such as
the UK. 23

2.4 Government position on EEA membership
In her Florence speech in September 2017, Theresa May made the
following assessment of the case for EEA membership:
European Economic Area membership would mean the UK having to
adopt at home - automatically and in their entirety - new EU rules.
Rules over which, in future, we will have little influence and no vote.
Such a loss of democratic control could not work for the British
people.
I fear it would inevitably lead to friction and then a damaging reopening of the nature of our relationship in the near future: the very
last thing that anyone on either side of the Channel wants.

This position was reaffirmed in the Prime Minister’s Mansion House speech
in March 2018, where she stated that “the Norway model, where we would
stay in the single market, would mean having to implement new EU
legislation automatically and in its entirety – and would also mean
continued free movement”.

2.5 EEA membership and the Northern
Ireland/Ireland border
EEA membership would eliminate the need for the provisions in the WA
backstop requiring Northern Ireland (but not the rest of the UK) to adopt
Single Market rules necessary to prevent the need for regulatory checks on
the Northern Ireland/Ireland border, and which would potentially create
separate regulatory regimes for Northern Ireland and the rest of the UK. If
the whole of the UK remained in the Single Market as a member of the EEA
then these checks would not be needed. However, the border between
Northern Ireland and Ireland would become part of the customs border
between the UK and the EU with border checks being required unless the
UK also formed a customs union with the EU (see ‘Norway plus’ proposal in
section 5), or separate customs arrangements for Northern Ireland akin to
those in the EU’s original Northern Ireland backstop proposal were agreed.
If there was a change in the UK position in support of EEA membership, it
could also explore the previously flagged facilitative arrangements and
technologies for ensuring there is no hard border in Ireland, avoiding either
a UK-EU customs union or separate customs arrangement for Northern
Ireland, but these remain aspirational.

23
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2.6 Views of EEA members
The Norwegian Prime Minister Erna Solberg has expressed scepticism about
the notion that the UK might join the EEA as a temporary measure on its
way out of the EU. However, in May 2018 she indicated that Norway would
be open to the UK joining the EEA, telling the Financial Times in an
interview “I think we will cope very well if the Brits come in. It will give
bargaining power on our side too. And it would ease Norway’s access to the
UK”.
The Common Market 2.0 report cites supportive comments on UK EEA
membership in November 2018 from both the Norwegian and Icelandic
Governments. Erna Solberg said that Norway will help Britain “find
solutions” if we want to join (28 November 2018) while the Icelandic
Foreign Minister Guðlaugur Þór Þórðarson told BBC’s Newsnight: “We
would be very positive towards the idea of the UK joining EFTA or the EEA”.
The House of Commons library has produced a briefing paper on the
European Economic Area, explaining its main features and the pros and
cons of possible UK membership in more detail. See Briefing Paper CBP
8129, The European Economic Area, 21 December 2018.
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3. Single Market participation outside
the EEA
3.1 The Swiss model
Outside the EEA, the only non-EU Member State able to participate in the
Single Market on similar terms is Switzerland.
Switzerland was involved in the negotiations establishing the EEA and
signed the EEA agreement in May 1992 alongside the other members of
EFTA, but its membership was rejected in a referendum in December 1992.
Switzerland subsequently negotiated a series of bilateral agreements with
the EU which enable it to participate in aspects of the EU Single Market and
oblige it to implement relevant Single Market rules. These include rules
relating to free movement of people; a bilateral agreement between the EU
and Switzerland covering free movement of persons was negotiated as part
of a package of seven bilateral agreements signed in 1999. 24
Unlike the non-EU EEA Member States, Switzerland is not subject to the
judgments of the EFTA court (which generally follow the judgments of the
CJEU in ruling on the application of EU law). However, it is required to
implement EU rules in a similar way to the EFTA states. The package of
Switzerland-EU bilateral agreements in 1999 included a guillotine clause,
whereby if one of the agreements is broken they can all be withdrawn.
A second package of agreements was signed in 2004 (not linked by a
guillotine clause), and further agreements have been signed since then.
Overall there are around 120 bilateral agreements between the EU and
Switzerland, including the initial EU-Switzerland trade agreement of 1972.
The 2004 agreements also included one providing for Switzerland’s
membership of the EU’s Schengen area eliminating border checks on
people.
The agreements require the application of EU rules as they stood at the
time they were signed. However, some have been amended to keep up
with changes in EU legislation. Other agreements are updated automatically
through ‘dynamic’ provisions so that changes in EU legislation have to be
incorporated into Swiss law.

3.2 Switzerland’s attempts to limit free movement
The EU-Switzerland Agreement on the Free Movement of Persons (AFMP)
was signed in 1999. Protocols to the agreement were required to extend
the free movement provisions to the new Member States following the EU
enlargements of 2004 and 2007. In February 2014, there was a referendum
in Switzerland to “stop mass immigration” requiring annual limits to be
imposed on the number of foreign citizens being given resident permits.
Following a narrow referendum vote in favour of this proposition, the Swiss
Government said it would not be signing an agreement with the EU to
extend free movement provisions to Croatia, which had joined the EU in
24
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2013. The EU responded by suspending Switzerland’s participation in the
EU’s Horizon 2020 research programme and the Erasmus+ student and
youth exchange programme.
A resolution was reached in 2016, following a two-year impasse. The Swiss
Government signed the agreement extending free movement to Croatian
nationals, while the referendum result was implemented through the
enactment of a new law giving priority to Swiss-based job seekers, but
avoiding quotas on EU citizens. The EU lifted the suspension on
Switzerland’s participation in Horizon 2020 from January 2017 and resumed
negotiations on Switzerland’s participation in Erasmus+.

3.3 The EU seeks to negotiate new institutional
framework to govern relations with Switzerland
The EU has indicated dissatisfaction with the complex and unwieldy nature
of its relationship with Switzerland, and with the need to be in continuous
negotiation with Switzerland to ensure it updates laws in accordance with
changes in EU law.
In May 2014, the Council of the EU mandated the European Commission to
launch negotiations with Switzerland on a new institutional framework to
govern their bilateral relations. This would apply to all existing EUSwitzerland agreements as well as future ones. The EU proposal would give
the European Commission powers to monitor implementation by
Switzerland of the agreements, with time limits given to Switzerland to
implement any changes made in EU law. The CJEU would also have
jurisdiction over enforcement and the EU would be able to terminate
agreements if Switzerland violated them. According to Jean-Claude Piris,
former Director General of the EU Council Legal Services, this would make
EU oversight of its relationship with Switzerland stricter than it is for nonEU EEA countries. 25
A draft institutional framework agreement was published in December
2018. This would ensure that dynamic Swiss alignment to new EU rules
covered by the framework and establish a joint arbitration panel which
would follow the CJEU’s interpretation of EU law. The Swiss Government
announced a six month consultation on the new framework.
The EU has indicated that there will be no more bilateral agreements with
Switzerland until there is agreement on the new institutional framework.
The EU has also linked the continuation of financial equivalence for
Switzerland’s stock market 26 to agreement on the new institutional
framework. The EU financial equivalence decision for the Swiss market was
due to expire at the end of December 2018. On 17 December, the European
Commission announced that it would extend equivalence for another six
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months, by which time it wants Switzerland to have endorsed the new
institutional framework.

3.4 Views on suitability of Swiss model for UK-EU
relations
Jean-Claude Piris assessed the Switzerland model among seven possible
alternatives for EU membership in a publication for the Centre for European
Reform prior to the UK referendum in 2016. He concluded that the “the
current Swiss model is broken and will never be accepted again by the EU”
while “any revamped version that the EU and Switzerland may one day
agree upon is unlikely to be an appealing model to the sovereigntyconscious UK”. He also pointed out that Switzerland is part of the Single
Market for goods, but not services, and argued that a similar status for
Britain “would be highly costly for the City of London”. 27
The slide presented by the Michel Barnier to EU leaders at the European
Council meeting in December 2017 showed how the UK’s red lines ruled out
the various relationship models that the EU had with third countries (other
than a Canada-type deal, see section 1.1). A Switzerland-style deal was
ruled out because the UK did not want free movement, and such a deal
would involve no regulatory autonomy for the UK and a continued
“substantial financial contribution” (Switzerland makes a ‘cohesion’
payment to the EU, as well as individual payments for programmes in which
it participates). 28
The House of Commons Exiting the EU Select Committee report on the
future UK-EU relationship, published in March 2018, examined the EU’s
existing relationships with third countries, including Switzerland, as
potential models for future UK-EU relations. It noted the indications that
the EU “would not be willing to replicate such an arrangement for the UK”
and that the Swiss arrangement had “evolved out of a process through
which Switzerland had seemed to be moving towards EU accession, rather
than being seen by the EU as a desirable end-state in itself”. 29

The Northern Ireland backstop
As with EEA membership, a more bespoke Single Market relationship such
as that enjoyed by Switzerland could address the need for special
arrangements for Northern Ireland to prevent regulatory checks on the
border with Ireland along the lines of those provided for by the WA
backstop. However, arrangements would still be required to prevent the
need for customs checks, as this border would become part of the UK-EU
customs border.
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4. Customs Union
4.1 What is a Customs Union?
The legal definition of customs unions is set out in the WTO’s General
Agreement on Tariffs and Trade (GATT) Article XXIV. In a customs union
partners commit to:
•

remove all duties on products originating in each other’s territory;
and

•

have a common external tariff, i.e. apply the same tariff to goods
coming in from outside the customs union.

There can also be a common collection of customs duties, but this varies by
customs union.
Customs unions under GATT XXIV cover goods but not services. Customs
unions are supposed to cover “substantially all trade”, meaning they cannot
be sectoral.

4.2 The EU Customs Union
As a member of the EU, the UK is part of the EU Customs Union. The key
characteristic of a customs union as opposed to a free trade agreement is
the common external tariff. All members of the EU Customs Union apply
the same set of tariffs on goods imported from outside the EU. 30 Goods are
therefore subject to the same tariffs irrespective of which Member State
they are imported into. Once inside the Customs Union, goods can move
tariff-free between its members – benefitting from the ‘free trade area’
function of a customs union. The Customs Union is relevant for trade in
goods alone, as there are no tariffs on services.
Membership of the Customs Union means EU Member States are limited in
their ability to operate independent trade policies. Under the EU’s Common
Commercial Policy (CCP), which is an exclusive EU competence, Member
States mandate the European Commission to negotiate trade agreements
with third countries on their behalf (also covering trade in services). The EU
currently has free or preferential trade agreements covering more than 70
third countries. 31 The UK is currently seeking to negotiate replacement
agreements to roll over its trade arrangements with these countries. 32
Recently concluded EU agreements include those with South Korea, Canada
and Japan. EU third country agreements cover around 13% of UK
international trade (not including the EU-Japan agreement concluded in
30
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In 2015, the EU’s average tariff was 2.6% for non-agricultural products. This is an average
figure: tariffs on some individual products are higher. The EU tariff on cars, for example,
is 10%. Tariffs are generally higher on agricultural goods (much higher in some cases).
The average EU tariff on sugars and confectionery, and on beverages and tobacco, is
around 20%. See World Trade Organization, WTO Tariff Profiles 2017, p. 82.
See House of Commons Library Briefing 8370, UK adoption of EU external agreements
after Brexit, 24 July 2018; and section 6 of House of Commons Library Briefing CBP8397,
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2018 33). 34 Negotiations for EU trade agreements with a number of other
countries, including Australia, New Zealand and the Mercosur bloc in South
America are ongoing, although negotiations with the USA have been stalled
since the election of President Trump in 2016. 35
The Customs Union means goods can move freely between EU Member
States without the need for checks on the origin of goods, as the same tariff
is paid regardless of which Member State they were imported into. This is
different from a free trade agreement (FTA), where tariffs are abolished on
trade between the parties, but they are free to set their own tariffs on
trade with third countries. Exports to the EU from countries outside the
Customs Union are still subject to rules of origin checks even if they have a
free trade agreement with the EU. This is to ensure the correct tariff is paid,
and to ensure that goods actually originate from the country from which
the goods have been exported (and with which the EU might have agreed
to operate zero or low tariffs) rather than coming via that country from
another country in relation to which the EU might operate a different or
higher tariff regime. 36
Rules of origin can be complex when products are assembled in more than
one country and can introduce bureaucracy and delay into cross-border
trade. 37 Rules of origin checks are consequently viewed as undesirable, but
are likely to return to trade between the EU and the UK upon the UK’s exit
from the Customs Union, even if tariffs on goods produced in the UK and
the EU remain at 0% as intended. 38

4.3 The EU-Turkey Customs Union
The EU has separate customs unions with Turkey, Andorra and San Marino.
The EU-Turkey customs union came into force in 1995. The context was
very different from Brexit, as it was at the time conceived of as a prelude to
the accession of Turkey to the EU. 39
The customs union between Turkey and the EU is partial in that it covers all
industrial goods and not agriculture (except processed agricultural
products). According to the European Commission, “the Customs Union
33
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In 2016, Japan was the UK’s 11th largest export market, accounting for 2.3% of UK
exports of goods and services (see ONS Pink Book 2017, Table 9.3).
See Department for International Trade, Impact Assessment for the Trade Bill,
September 2017
See European Commission, Overview of FTA and Other Trade Negotiations, December
2018.
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Rules of origin are required to prevent this happening ensuring that only goods
originating in country A benefit from the free trade agreement.
For more information on the EU Customs Union, see Catherine Barnard, The customs
union (The UK in a Changing Europe); Alex Stojanovic, Five Things to know about a
Customs Union (Institute for Government); Ingo Borchert and Julia Magntorn, What can
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EPRS, Customs unions and FTAs: Debate with respect to EU neighbours, November 2017
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foresees that Turkey is to align to the acquis communautaire (body of EU
law) in several essential internal market areas, notably with regard to
industrial standards”. 40
The EU-Turkey border is not frictionless, in part due to the partial nature of
the EU-Turkey customs union, but also because of other issues, such as
transport permits. 41 Checks still occur and there are delays at the border.
The EU-Turkey arrangements do not include a harmonised system of trade
defence (anti-dumping measures etc). The EU and Turkey have imposed
these measures on each other, introducing further friction on trade. 42
There is an asymmetric relationship between Turkey and the EU in the
operation of the customs union. Turkey has no seat in EU free trade
negotiations with third countries. 43 Furthermore, Turkey must open up its
market to those countries with which the EU has negotiated an FTA, but
does not automatically gain reciprocal access to those markets. 44 Some of
the EU’s trade partners have refused to negotiate parallel agreements with
Turkey or have delayed doing so. In December 2016, the European
Commission proposed a modernisation of the EU-Turkey customs
agreement but this now appears to be on hold. 45

4.4 Proposals for a UK-EU Customs Union
The Labour party has adopted a position in favour of a “new comprehensive
UK-EU customs union”. In a speech in February 2018, Jeremy Corbyn said
that Labour “would seek to negotiate a new comprehensive UK-EU customs
union to ensure that there are no tariffs with Europe and to help avoid any
need for a hard border in Northern Ireland”. 46
He set out some conditions which Labour would seek to have apply to a
new UK-EU customs union. For example, it “would need to ensure the UK
has a say in future trade deals”. Labour would not accept “a deal that left
Britain as a passive recipient of rules decided elsewhere by others. That
would mean ending up as mere rule takers”.
These conditions would presumably ensure that the UK would not be in a
similar situation to Turkey whereby it is required to apply the same tariff
regime for third countries as the EU applies but does not necessarily get the
benefits of reciprocal access to the markets of these countries where the
EU has negotiated an FTA with them.
The Labour party proposal for a customs union was welcomed by the CBI. In
January 2018, CBI Director-General Carolyn Fairbairn called for a customs
40
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union to be left on the table. The Institute of Directors has also called for “a
bespoke, partial customs union with the EU” covering all industrial goods
and some limited processed agricultural goods. It said this would enable UK
manufacturing firms to avoid costly rules of origin while the UK would still
be able to pursue its own free trade agreements in areas not included in the
customs union. The IoD suggests that the “UK can use Turkey as a base to
build upon”. 47
Commentators are sceptical as to whether the EU would allow the UK to
have a meaningful say in its trade negotiations. However, President of the
European Council Donald Tusk reportedly referred to Labour’s proposal for
a UK-EU customs union as “a promising way out” in a meeting with Theresa
May on 7 February 2019.

4.5 Government position on Customs Union
The Government has stressed its opposition to a customs union. An
independent trade policy was a red line outlined in the Prime Minister’s
Lancaster House speech in January 2017. The Government’s White Paper
on the UK’s exit from and new partnership with the EU in February 2017
stated
By leaving the EU we will have the opportunity to strike free trade
agreements with countries around the world. We will be champions
of free trade driving forward liberalisation bilaterally, as well as in
wider groupings, and we will continue to support the international
rules based system. 48

The White Paper referred to the UK’s growing trade with non-EU countries
and the potential to enhance trading relationships or agree new trade deals
with the USA, Australia, India, New Zealand, India China, Brazil, and the Gulf
States. In July 2018, the Government launched consultations on the UK’s
intention to seek free trade agreements with the USA, Australia and New
Zealand, as well as the UK potentially seeking accession to the
Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP). 49
In her Mansion House speech in March 2018, the Prime Minister said:
The UK has been clear it is leaving the Customs Union.
The EU has also formed a customs union with some other countries.
But those arrangements, if applied to the UK, would mean the EU
setting the UK’s external tariffs, being able to let other countries sell
more into the UK without making it any easier for us to sell more to
them, or the UK signing up to the Common Commercial Policy. That
would not be compatible with a meaningful independent trade
policy. It would mean we had less control than we do now over our

IoD, Customising Brexit: A hybrid option for a UK-EU trade framework
, February 2018
48 HM Government, The United Kingdom’s exit from and new partnership with the
European Union, Cm 9417, February 2017.
49 The 11 members of CPTPP are Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico,
New Zealand, Peru, Singapore and Vietnam.
47
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trade in the world. Neither Leave nor Remain voters would want
that. 50

The Government’s position was also reflected in the Political Declaration on
the framework for the future UK-EU relationship, which referred to
“respecting the result of the 2016 referendum including with regard to the
development of its independent trade policy”.

4.6 The Withdrawal Agreement and the Backstop
The UK-EU Withdrawal Agreement (WA) agreed by the European Council on
25 November 2018 includes a Protocol on Ireland/Northern Ireland which
provides for a ‘backstop’ which would keep the UK in a ‘Single Customs
Territory’ with the EU if it needed to come into force. Both the UK
Government and the EU leaders have stressed that they see the backstop
as an ‘insurance policy’ that will only come into operation after a (possibly
extended) post-Brexit transition period and only until a new agreement on
a future relationship entered into force guaranteeing the absence of checks
on the Northern Ireland-Ireland border. 51 However, opponents of the WA
have raised concerns about the possibility of the UK being trapped in the
backstop (and therefore in a customs union with the EU) indefinitely if the
UK and EU are unable to negotiate an agreement which meets this
objective.

4.7 Is a customs union sufficient to prevent border
checks?
A customs union along the lines of the EU-Turkey model is not sufficient to
prevent customs checks as it does not cover agricultural products. The UKEU customs territory defined in the WA Ireland/Northern Ireland Protocol
does cover agricultural products and is sufficient in this respect. However,
this would not be enough to prevent all checks, as the EU requires checks to
ensure that goods entering the Single Market meet its regulatory
requirements. Hence the Protocol provides that EU legislation on industrial,
environmental and agricultural goods is applied in Northern Ireland where
necessary to prevent a hard border between Northern Ireland and Ireland.
Northern Ireland is also required to apply the EU customs code, which
covers all administrative formalities that have to be satisfied before a good
can be released in free circulation in the EU. 52
In order to prevent a hard border emerging on the island of Ireland, a
permanent customs union along the lines proposed by the Labour Party
would therefore presumably also need to come alongside arrangements
that would prevent the need for regulatory checks between Northern
Ireland and Ireland. The regulatory dimension may be covered by Labour’s

Prime Minister Theresa May, Mansion House Speech
, 2 March 2018.
51 See House of Commons Library Briefing Paper 8474, EU assurances to the UK on Brexit,
15 January 2019.
52 See Section 8 of House of Commons Library Briefing Paper 8453, The UK’s EU
Withdrawal Agreement, 1 December 2018.
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proposal for a “strong single market relationship with the EU” involving
close alignment with the single market, but it is not explicit on this point.

4.8 Comments on proposals for a UK-EU Customs
Union
Academics and trade experts have suggested that the EU would be highly
unlikely to allow a third country to hold a veto over its trade policy.
According to Holger Hestermeyer, Reader in International Dispute
Resolution at King's College London, giving the UK a say in the EU’s trade
talks would require a change to procedure set out in the EU Treaties. Dr
Hestermeyer says that a “treaty change in that respect will not happen and
to give the UK a say without such a change is legally doubtful and politically
impossible”.
Pascal Lamy, former Director-General of the WTO and European
Commissioner for Trade, has also cast doubts on the UK having a say in new
trade deals if it were in a customs union with the EU. He told The Guardian
in January 2019:
To be frank, rather not . . . That implies a degree of homogeneity
within the customs union on what the purposes of a trade policy are,
which would mean the UK’s economic system would remain aligned
with the EU economic system, which is precisely what the Brexiteers
don’t want.

However, Sam Lowe, a trade expert at the Centre for European Reform, has
commented that the EU might be willing to grant the UK consultation rights
in an EU-UK customs union:
While there will never be a situation where the EU would allow the
UK, a non-member-state, to have a veto over EU trade policy, there is
certainly reason to believe a UK customs union with the bloc would
be better than Turkey’s.

One possibility is a mechanism or committee by which the UK is
substantively consulted prior to the EU entering into negotiations with third
countries. There is already precedent for a non-EU member to be involved
in the development and shaping of positions, minus a vote. For example,
Norway is involved in the development of Schengen rules at the Council
level, and has the right to speak in relevant discussions, although it has no
vote.
Mr Lowe suggests that this might also help to ensure that the UK benefits
from future EU free trade agreements with third countries:
The EU could use its best endeavour to ensure the UK is party to its
future FTAs. While the UK would remain responsible for negotiating
its own market access, both the EU and UK negotiators could sit on
the same side of the table in some parts of the negotiations.
Additionally, the EU would probably consider bringing any future
trade agreements into force at the same time as the UK so as to
maintain the integrity of a UK-EU customs union.

Sam Lowe notes that the EU has already proposed improvements along
these lines for the EU-Turkey customs union. A European Commission
document in 2016 floated the possibility of involving Turkey in consultative
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mechanisms as regards the various phases of EU FTA negotiations, and
giving consideration to procedures to ensure harmonised implementation
of the EU's and Turkey trade agreements.
Mr Lowe suggests that given the size of the UK market, the EU “would also
have incentives to grant the UK a substantive consultation mechanism”
which would give the EU “more heft” in future trade talks with third
countries. 53 He also provides a reminder that being in a customs union with
the EU would not prevent the Government pursuing independent trade
deals altogether:
While a UK-EU customs union would prevent the UK from
independently lowering its import tariffs on goods (either unilaterally
or as part of a FTA), the UK would still be required to negotiate its
own market access for goods, and entirely free to negotiate new
arrangements covering services, investment, data, government
procurement and intellectual property. The UK could still play a
prominent role in driving forward the plurilateral Trade in Services
Agreement which aims to liberalise the worldwide trade in services
such as financial services, telecommunications, and transport – an
expressed desire of Liam Fox – for example. While not being able to
offer concessions on goods may make it more difficult for the UK to
negotiate new trade agreements, it would not prevent it from doing
so.

Economic impact of Customs Union membership
The Government’s long-term economic analysis of Brexit released in
November 2018 did not explicitly model the impact of the UK remaining in
a customs union with the EU. However, it did model the Government’s
preferred future relationship with the EU, as detailed in the July 2018 White
Paper often referred to as the Chequers proposal. 54 The Government
modelled this scenario to make it very similar to a customs union with the
EU – there is only minimal customs-related frictions modelled in this
scenario: 1% higher than today’s arrangements. 55 (The analysis also looked
at a scenario with higher customs trade frictions based on the Chequers
plan.) The ‘Chequers’ scenario was modelled with barriers to services trade
with the EU being similar to a FTA (and a lot higher than the EEA
scenario). 56
In the Government’s modelled estimates, under the Chequers scenario:
•

GDP was 0.6% lower in 15 years’ time compared with staying in the
EU assuming no change to migration policy; or,

•

GDP was 2.5% lower in 15 years’ time compared with staying in the
EU assuming zero net migration of EEA workers.

This was the most favourable GDP result compared with the other Brexit
scenarios modelled (no deal, EEA, FTA). The variant ‘Chequers minus’
proposal, which had higher non-tariff barriers for goods had lower GDP
53
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estimates – this scenario was viewed by some economists as the closest to
what is contained in the UK-EU Political Declaration. A summary of all the
Government’s modelled Brexit scenarios is in the chart below.
UK long-term GDP impacts under different scenarios
% difference in GDP level in 15 years compared to staying in EU
No change to migration rules

Zero net migration of EEA workers
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n/a
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-4.9

-2.1
-3.9
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-7.7
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No deal

FTA

EEA

Chequers

Chequers minus

Source: HM Government, EU Exit: Long-term economic analysis, Nov 2018

As previously noted, the Government’s analysis was also based on the
assumptions that the UK retains existing EU international trade agreements
with third countries and signs new trade agreements with the USA,
Australia, New Zealand, China, India, Brazil and others (see section 2.3).
However, it assumes that these new trade agreements would add 0.1% or
0.2% to GDP 57.
For more see the Library briefing paper Brexit deal: Economic analyses.
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5. Norway plus
5.1 Background
Politicians in several parties have promoted the idea of a Norway-style
partnership with the EU. In anticipation of the ‘meaningful vote’ in
Parliament, Nick Boles MP (Conservative), chairman of the ‘Norway Plus’
campaign, Stephen Kinnock MP (Labour) and others presented this crossparty initiative as a viable compromise, a ‘plan B’ in case Parliament rejects
the negotiated Withdrawal Agreement. The campaigners argue that the
plan “strikes the right balance between fulfilling the mandate of the 2016
referendum while preserving economic ties with the EU” and that it could
win both a majority in Parliament and the support of the EU. 58
The ‘Norway plus’ plan has evolved from a temporary EFTA and EEA
membership ‘Norway for now’ proposal – a stepping stone towards a
Canada-style FTA – into a permanent settlement, because it had become
clear that the EFTA members and the EU might reject a temporary UK
accession. 59
On 7 January 2019, the Common Market 2.0 report was published in the
names of Labour MP Lucy Powell and Conservative MP Robert Halfon on
behalf of the ‘Norway Plus’ group. 60 In framing the Norway Plus group as
‘Common Market 2.0’ the authors claim this would reflect a view heard
among voters during the 2016 referendum campaign that: “We voted for a
Common Market, not all this political stuff”. The proposal would therefore
offer a way of recreating UK membership of what was popularly known as
the Common Market while freeing it from the “political paraphernalia” of
the modern EU.

5.2 Key features of Norway Plus
The ‘Norway Plus’ or ‘Common Market 2.0’ proposal foresees the UK
accepting the negotiated Withdrawal Agreement in full, including the
Northern Ireland/Ireland backstop, and renegotiating the Political
Declaration to specify that after the end of the transition period, the UK
would join EFTA.
On its accession to EFTA, the UK would move to the EFTA pillar of the EEA,
largely re-joining the Single Market with the EU but remaining outside its
institutional setup.
By joining EFTA, the UK would leave the jurisdiction of the CJEU and accept
that of the EFTA Court. The UK would also leave the EU’s Common
Agricultural Policy and Common Fisheries Policy but would be subject to the
free movement of people (see also below).
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After the end of the transition period, the UK would take part in EEA/EFTA
‘decision-shaping’ of new Single Market measures.
The proposal would eliminate the need for the Northern Ireland/Ireland
backstop to be implemented as it would maintain frictionless trade
between the UK and EU. EFTA/EEA membership largely eliminates nontariff barriers through regulatory convergence with the EU; in addition, a
UK-EU Customs Union would remove the need for customs checks at the
border.
The ‘Common Market 2.0’ report states that in order to ensure a frictionless
border “and therefore remove the need to activate the Irish backstop” the
UK would also need a derogation from the requirement in the EFTA
Agreement that members apply to join EFTA trade agreements in order to
secure a customs agreement with the EU. 61 The report suggests that the
customs agreement with the EU could be either permanent or temporary,
and the ability for the UK to negotiate its own free trade deals should
nevertheless be the long-term aim. A new version of the report, Common
Market 2.0: A Brexit deal everyone can support, released in March 2019,
explains that the UK would initially negotiate entry into a comprehensive
customs arrangement with the EU, including the common external tariff,
“unless and until alternative arrangements to secure frictionless trade and
avoid a hard border in Ireland can be agreed”. There was “no preconceived
position” on how this could be achieved.
According to Norway Plus advocates, EFTA members would benefit from UK
accession as the UK is Norway’s largest and Iceland’s second largest export
market. This model was advocated in a joint statement by the Scottish First
Minister Nicola Sturgeon and the then Welsh First Minister Carwyn Jones in
June 2018, and was also identified by the EU’s Brexit negotiator, Michel
Barnier, as the only ‘frictionless’ solution. He said in May 2018:
The only frictionless option for the future with the UK would be
‘Norway Plus,’ Norway being part of the single market, plus a custom
union, for each of the other models we have the obligation to create
and implement control for the goods, for the standards, for the
norms and all the rules of origin. 62

The Irish and Norwegian Prime Ministers have also spoken in favour of
‘Norway Plus’. 63

5.3 Issues raised by ‘Norway Plus’
Although ‘Norway Plus’ would have economic benefits, as it secures access
to the Single Market for both goods and services, commentators raise
several issues that make the proposal hard to sell politically. 64 Instead of
being an easy ‘off-the-shelf’ option, negotiations to settle a Norway Plus
deal might be tough: the Irish border may still need attention, the EU might
61
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press for more safeguards for the integrity of the Single Market and the UK
would become a rule-taker and financial contributor, be subject to free
movement of people and have its ability to conduct an independent trade
policy curtailed. As such, the ‘Norway Plus’ model crosses several of the red
lines previously set out by the Prime Minister.

Negotiation process
The accession process could take time, as the UK might not be readily
accepted by current EFTA Member States who are wary of an economy as
big as the UK changing the dynamics of EFTA from within. 65 Also, any
changes to the EEA Agreement would have to be ratified by the EU27 as
well as the EFTA 4, which could be a lengthy process. 66 The Prime Minister
said in the House:
Norway-plus is not something that can just happen. This House might
want to say it will happen; actually, Norway-plus requires such a
negotiation, because we would have to negotiate to be a member of
EFTA first in order to get such an arrangement in place. In doing that,
there would therefore be a risk that there would be a period of time
when no arrangement was in place, and that would require a
backstop. 67

The Irish backstop
The ‘Norway plus’ option might meet resistance both domestically (the Irish
backstop would remain part of the Withdrawal Agreement) and from the
EU. According to the plan, to avoid the backstop the UK would ask the EU to
commit itself to supporting the UK’s accession to EFTA by December 2020.
However, an EEA Member State may leave the Agreement with a year’s
notice, which would potentially allow the UK to abandon any arrangements
and raise the problem of the Irish border again. 68

The unity of the Single Market
Commentators note that the EU tends to see the current EEA model as
being too flexible and generous for a big economy like the UK. For example,
Article 102 of the EEA Agreement allows for some divergence on regulation
and might be used to suspend market access in areas of disagreement.
According to the Guardian, this is a “cause of perennial tension between
Brussels and EFTA countries”. 69 To avoid this, EU negotiators might press
for more automatic application of EU law in the UK in order to safeguard
the level playing field.
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In negotiations the EU might also resist a generous interpretation of the
Article 112 EEA ‘emergency brake’ on the free movement of persons. 70

Common agricultural and fisheries policies
Under ‘Norway Plus’ the UK would not participate in the Common
Agricultural Policy (CAP) or the Common Fisheries Policy (CFP). It is not
possible to know for certain whether agricultural products and fish would
be part of a customs union, but other relationships the EU has with its
neighbours suggest a number of possible arrangements.
The EU-Turkey customs union is only for industrial goods and excludes
agricultural products. Turkey is subject to ’level playing field provisions’, but
most of these would be unnecessary in a ‘Norway Plus’ arrangement as EEA
membership means agreeing to Single Market rules in areas such as state
aid and competition.
Although Norway is not in the CFP, it has a bilateral fishing agreement with
the EU under which it must allow EU trawlers to fish in Norwegian waters in
order to avoid paying tariffs on most of its fish exports to the EU. 71 Some EU
Member States sought to tie agreement to the whole of the UK remaining
in a single customs territory with the EU during the backstop to an
agreement on access to UK fishing waters. French President Emmanuel
Macron had indicated that a future UK-EU trade deal will require
agreement on EU fishing rights in UK waters.

A rule-taker
Although EFTA states are involved in shaping EU Single Market legislation,
the UK would become more of a ‘rule taker’. In areas such as financial
services or free movement of persons this could become problematic. 72
Continued financial contributions to the EU and limited freedom to pursue
independent trade deals with other countries would also be politically
unacceptable to some. 73
In her statement following the Salzburg summit on 21 September 2018, the
Prime Minister referred to the ‘Norway plus’ model as one of two options
the EU was offering the UK (the other being a Canada-type deal plus a
Northern Ireland specific backstop). She summed up the ‘Norway plus’
customs union option as follows:
In plain English, this would mean we’d still have to abide by all the EU
rules, uncontrolled immigration from the EU would continue and we
couldn’t do the trade deals we want with other countries.
That would make a mockery of the referendum we had two years
ago.

Advocates of EEA membership and ‘Norway plus’, however, argue that the
intergovernmental setup of the EEA/EFTA leaves more scope for bargaining
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and makes bespoke arrangements easier than trying to achieve opt-outs
from within the EU. 74
The ‘Common Market 2.0’ report suggests that only 28% of EU rules would
apply to the UK and points out that the UK would be outside the EU’s CAP
and CFP and justice and home affairs policy, and that the EU Charter of
Fundamental Rights would no longer apply to the UK.
For new Single Market rules, the report says that the UK would be able to
seek changes, adaptions or derogations through the EEA Joint Committee. It
could also refuse to implement new rules, although under Article 102 of the
EEA Agreement the EU may take reasonable countermeasures, including
suspending that particular part of the Agreement.
The ‘Common Market 2.0’ report also points out that as an EFTA EEA
member the UK would no longer be under the jurisdiction of the CJEU, and
that EFTA court rulings would not be legally binding on the UK in the same
way (see also section 2.3). The UK would be adopting rules through an
international agreement rather than directly applying EU law. 75
Common Market 2.0/Norway Plus has been criticised both by those who
believe it would not honour the referendum result as the UK would still be
subject to EU rules, and by supporters of remaining in the EU who argue
that if the UK is going to remain subject to EU rules then it should also
continue to have a decision-making role in them through continued EU
membership.
In a critique of the Common Market 2.0 proposal published on his website,
Richard Corbett MEP 76 (who supports another referendum with a remain
option) states that EEA law “follows EU law, voluntarily in theory but
unavoidably in practice in almost all cases”. He adds that while there have
been a few cases of delay in applying the relevant law and “even fewer of
outright refusals risking counter-measures” these are “not in practice very
significant” and if they became numerous “there would be a major problem
– for us too – in the operation of the system”.

Free movement of people
There would be no change in relation to free movement between the
Norway/EEA and ‘Norway Plus’ models. Under both Norway and ‘Norway
Plus’, as a party to the EEA Agreement the UK would have to accept free
movement of people. The analysis provided on free movement in Section 2
of this paper, including the Article 112 EEA Agreement provisions on the
right to use emergency powers to temporarily limit immigration if “serious
economic, societal or environmental difficulties” arose, would apply equally
to ‘Norway Plus’.
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The UK would also remain outside the Schengen area of open borders,
which Norway, Iceland and Liechtenstein are part of.

5.4 Economic effects of Norway Plus
The Government published its analysis of the long-term impact of Brexit on
the economy on 28 November 2018. 77 Comparing different future trading
scenarios to a ‘baseline’ scenario of the UK staying in the EU, the study
found the Norway/EEA option to have one of the smallest long-term
negative impacts on the economy, with GDP 1.4% lower compared with
staying in the EU. 78
This modelling assumed that the UK is a member of the EEA inside the
Single Market (including free movement of people) but not in a customs
union with the EU. 79 A ‘Norway Plus’ option was not assessed. However, for
the purposes of economic modelling, a ‘Norway Plus’ scenario with a full
customs union would essentially be the same as staying in the EU, as the
Government’s analysis states:
From the perspective of this modelling approach, the baseline of the
UK’s current trading arrangements is equivalent to membership of
both the EEA and the Customs Union. 80

It is highly likely that the UK would make financial contributions to the EU if
it were to become an EEA EFTA state under Norway Plus. The size of any
contribution is uncertain and would be determined in negotiations.
However, Norway’s net payments for participating in the single market are
equivalent to 0.15% of its GDP. 81 UK contributions at the same rate would
be around £3 billion in 2018/19. 82 The potential cost for taking part in EU
programmes isn’t included here – the UK could pay to participate in EU
programmes without being in the EEA (see section 2.3)
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6. A Canada-style free trade
agreement
A Canada-type deal has been promoted by supporters of a Brexit that
results in looser ties with the EU (as well as those who previously supported
remain or want close ties with the EU but feel that other options would not
properly implement the referendum result to leave the EU) because it
would not require free movement of people between the EU and the UK, it
would not require a financial contribution to the EU, it would not subject
the UK to the jurisdiction of the CJEU and (unlike a customs union with the
EU) would enable the UK to pursue its own independent free trade policy.
These were all ‘red lines’ identified by Theresa May in her Lancaster House
speech in January 2017.

6.1 CETA
The EU-Canada Comprehensive Economic and Trade Agreement (CETA) has
been in force provisionally since September 2017, although it requires
ratification by each of the EU Member States before it comes fully into
force (see House of Commons Library Briefing Paper on CETA here).
CETA has been described by the European Commission as “a milestone in
European trade policy” and “the most ambitious trade agreement that the
EU has ever concluded”. The EU has numerous free trade agreements with
third countries. Other recent EU agreements with similar features to CETA
include ones with South Korea (provisionally applied in 2011 and ratified in
2015) and with Japan (entered into force on 1 February 2019).
In a Canada-style relationship, the UK would not be required to adopt all
Single Market rules in the same way as it would as a member of the EEA.
While eliminating some barriers to trade between the EU and Canada, CETA
nevertheless falls considerably short of the single frictionless trading space
provided by membership of the EU Single Market and EU Customs Union. If
used as a model for future UK-EU relations, this would mean that UK access
to the EU Single Market would be reduced.
CETA nearly eliminates tariffs on all goods and 94% of agricultural products,
and also aims at reducing non-tariff barriers (NTBs) between the EU and
Canada. But trade is not frictionless. Trade in services, as well as
investment, is more liberalised than under the WTO rules, but access to the
EU Single Market for services remains far more restricted than the free
movement of services within the Single Market. For example, services
which are important for the UK, such as financial services and transport
services, are still restricted. There is no passporting, whereby a financial
service company registered in one country can do business in all EEA
Member States without further authorisation. Also, other areas such as
audio-visual, public services and aviation are excluded. Mutual recognition
of professional qualifications also remains to be negotiated.
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The Institute for Government has described a Canada-style deal for the UK
as representing “such a step change in market access that it would almost
inevitably cause severe damage to the UK economy” 83.
The CBI has said that a CETA type deal would be an unacceptable option for
business. It says it would create high barriers to trade, including customs
procedures which would cost businesses £20 billion a year, and severe
delays and disruption to supply chains. It also refers to barriers created by
limited regulatory and standards co-operation for conformity assessments
and some technical rules for goods, and huge barriers for services including
those in broadcasting, transport, energy and financial services.

6.2 The EU offer: Canada for GB only, backstop for
Northern Ireland
A Canada-type deal would mean that checks to ensure that goods meet the
regulatory requirements of the EU (not necessary within the EU Single
Market) and customs controls (not necessary within the EU Customs Union)
would most likely be required at the UK-EU border, most significantly at the
Ireland-Northern Ireland border. Many of these checks can be carried out
away from the border or addressed through producer certification, but
physical checks on compliance would have to be available as an ultimate
mechanism to enforce compliance.
In August 2018, Michel Barnier said that the EU was offering the UK an
“ambitious partnership” after Brexit, involving a Free Trade Agreement with
zero tariffs and no quantitative restrictions for goods, close customs and
regulatory cooperation and access to public procurement markets. There
would also be close co-operation on security, with law enforcement bodies
working together. The slide published by the European Commission in May
2018 had indicated that the EU was offering the UK a Canada-style free
trade agreement alongside co-operation on internal security (including
police and judicial co-operation), foreign, security and defence and other
policy matters.
However, Mr Barnier said that this ambitious partnership would require a
‘backstop’ arrangement for Northern Ireland as previously agreed by the UK
and EU in December 2017. The EU proposed that this would involve
Northern Ireland remaining in a common regulatory area for goods and
customs with the rest of the EU.

6.3 Government position on Canada model
In her 2017 Florence speech, Theresa May said that “compared with what
exists between Britain and the EU today [a Canada-style deal] would
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nevertheless represent such a restriction on our mutual market access that
it would benefit neither of our economies”.
In her 2018 Mansion House speech, the Prime Minister compared a
Canada-style deal to a fall back to WTO rules for trading with the EU and
said that both these options “would mean a significant reduction in our
access to each other’s markets compared to that which we currently enjoy”
and “would mean customs and regulatory checks at the border that would
damage the integrated supply chains that our industries depend on and be
inconsistent with the commitments that both we and the EU have made in
respect of Northern Ireland”.
The Government also rejected the EU’s Northern Ireland-specific backstop
proposal, given that this would create a customs border between Northern
Ireland and Great Britain, and separate regulatory regimes. In her Downing
Street statement on 21 September 2018, the Prime Minister said that
creating any form of customs border between Northern Ireland and the rest
of the UK “would not respect that Northern Ireland is an integral part of the
United Kingdom” and that this was “something no British Prime Minister
would ever agree to”.

6.4 Economic Impact of a Canada-style deal
The Government’s long-term economic analysis of November 2018 showed
that GDP would be 4.9% lower assuming no change to migration policy or
6.7% lower assuming zero net migration of EEA workers in 15 years’ time
under a FTA compared to the UK staying in the EU.
It should be noted that the Government analysis modelled this future trade
relationship with the EU as having no tariffs on goods and non-tariff barriers
equal to that in an average trade deal with the EU. It may be argued that
Canada’s trade deal with the EU has lower barriers to trade than this
‘average FTA’, which would result in the negative GDP impact being
reduced compared with these figures.
As previously noted, the Government’s analysis was also based on the
assumptions that UK retains existing EU international trade agreements
with third countries and signs new trade agreements with the USA,
Australia, New Zealand, China, India, Brazil and others (see section 2.3).
For more see the Library briefing paper Brexit deal: Economic analyses.

6.5 ‘Canada Plus’ (Plus Plus)
The then Secretary of State for Exiting the EU David Davis said in December
2017 that he expected a deal on a “Canada plus plus plus” arrangement.
Speaking to the BBC Marr programme, he said that this would involve
taking the best elements of deals already struck with the likes of Canada,
Japan and South Korea and going further in relation to services.
Following David Davis’s resignation from Government after his
disagreement with the Government’s Chequers Plan, and coinciding with
the publication of the Government’s White Paper on the future UK-EU
relationship in July 2018, Conservative Home published an Alternative
White Paper which it said the Department for Exiting the EU was working

44 Brexit: Proposals for the future UK-EU relationship

on prior to Mr Davis’s resignation. It described this as a plan for “Canada
Plus Plus Plus” as touted by David Davis previously.
The ‘Alternative White Paper’ proposed an “ambitious and wide-ranging
economic partnership” with the EU capitalising on the unique starting
position in the new UK-EU relationship of “highly integrated markets,
equivalent laws and rules, going beyond existing precedents with third
countries” (including, in some sectors, arrangements with the EEA countries
and Switzerland). The new relationship would be based on a comprehensive
system of ‘mutual recognition’ covering a broad range of sectors and
regulatory activity, and also provide for an “ambitious agreement on
financial services that provides for market access in the most important
areas of cross-border financial services trade”. 84

EU position on ‘Canada plus’ proposals
However, EU negotiators had already indicated that the EU would reject a
partnership based on mutual recognition outside the Single Market and its
enforcement mechanisms, following the Prime Minister’s Mansion House
speech proposing such a partnership in March 2018. Stefaan de Rynck,
adviser to Michel Barnier, said that the EU had moved away from mutual
recognition of national standards “to a centralised approach with a single
EU rule book and common enforcement structures and single supervisory
structures”. Furthermore, Mr Barnier in April 2018 had rejected the Prime
Minister’s call for continued EU-UK trade in financial services “based on the
UK and EU maintaining the same regulatory outcomes over time”, stating
that the UK “needs to understand that the EU cannot accept mutual market
access without the common safeguards that underpin it” and that relying
on the UK to regulate services sold into EU markets was “not something
that any country in the world would accept”.
Previously, in an interview with European newspapers in December 2017,
Mr Barnier had said that there would be “no place” in the future UK-EU
agreement for financial services, stating: “There is not a single trade
agreement that is open to financial services. It doesn’t exist”, and this
outcome was a consequence of “the red lines that the British have chosen
themselves. In leaving the Single Market, they lose the financial services
passport”. Mr Barnier gave his own examples of what the three pluses to
Canada would be: judicial cooperation, defence and security, and aviation.
In his evidence to the Exiting the EU Select Committee in September 2018,
Mr Barnier was asked about David Davis’s ‘Canada Plus Plus Plus’ proposal.
Mr Barnier referred to a proposed structure for the future UK-EU
partnership which would involve four pillars (as previously outlined in the
Commission’s slide in May 2018). This would include a free trade
agreement akin to CETA, alongside a pillar related to internal security
(including police and judicial co-operation), a pillar related to foreign,
security and defence co-operation, and one involving participation in
different EU policies (including health, research, Erasmus youth and student
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mobility, and aviation). Mr Barnier said that these were proposals that the
EU could work on with the UK “towards an unprecedented partnership”.
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7. ‘No Deal’
7.1 An Article 50 extension delays exit day
The UK was due to leave the EU at 11pm on 29 March 2019, with or without
a withdrawal agreement. But after two failed attempts in January and
March at passing the ‘meaningful vote’ on the Withdrawal Agreement, on
20 March the Prime Minister requested an extension to Article 50 of the
Treaty on European Union (TEU).
On 21 March the European Council reached political agreement on
extending Article 50, which it formalised on 22 March in a European Council
Decision. The EU has offered the UK an extension until 22 May 2019,
provided the Withdrawal Agreement is approved by the House of Commons
by the end of March. If this is not the case, the European Council agreed to
an extension until 12 April 2019, suggesting that it expected the UK to
indicate a way forward before 12 April 2019 for its consideration. In
agreeing to a short, unconditional extension, the UK has additional time in
which to consider its options or postpone the cliff edge to ‘no deal’ for
another two weeks. 85 The EU reiterates that the extension excludes any reopening of the Withdrawal Agreement.
The UK will now remain in the EU for a bit longer and the Article 50
deadline for agreeing a withdrawal agreement or leaving the EU without
one has moved from 29 March to 12 April. But if the UK is still a Member
State on 23-26 May, it will have to hold elections to the European
Parliament in accordance with EU law (12 April is the date by which
returning officers in the UK would need to publish notice of the EP
elections).
After the European Council on 21 March, President Tusk held out the
possibility of a longer extension if the Withdrawal Agreement had not been
approved and the UK decided to participate in EP elections. Then the UK
Government would have, “a choice of a deal, no-deal, a long extension or
revoking Article 50”. 86 In her statement, Theresa May said that if the
Withdrawal Agreement was not agreed, the UK “would either leave with no
deal, or put forward an alternative plan”, but she did not specify what the
alternatives to ‘no deal’ might be.
The EU institutions, individual EU27 Member States and the UK
Government are continuing to put in place contingency measures in case
the UK leaves the EU without a deal on 12 April 2019.

7.2 Support for No Deal
Both the UK Government and the EU say they do not want a ‘no deal’
Brexit, which would be economically undesirable and a worst case scenario
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for the Irish border. But some Brexit supporters would prefer it to a ‘soft’
Brexit which does not end free movement, membership of the Single
Market and Customs Union, payments to the EU, continued adherence to
EU rules and the jurisdiction of the CJEU.
‘No deal’ supporters also believe ‘no deal’ would be a ‘clean break’ from the
EU, freeing the UK from the obligations in the November 2018 Withdrawal
Agreement to continue to make payments to the EU under the ‘financial
settlement’.
‘No deal’ would also free the UK from the Irish ‘backstop’ which the DUP
would at least partially support, but it would not solve the issue of a hard
border on the island of Ireland.
John Foster, CBI Director of Campaigns, told the House of Lords EU
Committee in 2017 that no deal positives were “very difficult to come by”,
but he identified one: it would be “decisive and quick. You are talking about
a very complex relationship over 40 years, so no deal would provide a very
definitive stop-off point”. 87
Advocates of ‘no deal’ envisage new opportunities for UK businesses, freed
from the ‘burden’ of EU regulation, to operate more freely, and for the UK
to seek new preferential trade agreements with growing markets
worldwide. Their analyses are based on the assumption that the UK swiftly
replaces existing EU trade agreements with these growing economies and
negotiates more of them.

7.3 Parliament rejects ‘no deal’
On 13 March the House of Commons voted by 321 to 278 in support of a
motion to rule out leaving the EU with no deal on 29 March. The vote is not
legally binding, but indicated the will of the House. The Government had
promised a free vote to its MPs on the final motion and several ministers
abstained.
The initial motion, tabled in the name of the Prime Minister, was;
That this House declines to approve leaving the European Union
without a Withdrawal Agreement and a Framework for the Future
Relationship on 29 March 2019; and notes that leaving without a deal
remains the default in UK and EU law unless this House and the EU
ratify an agreement.

The Speaker had selected two amendments to the motion. The first,
amendment (a) in the name of Dame Caroline Spellman, altered the motion
to reject the UK leaving the EU, at any point, without a deal. The
amendment passed by 312 votes to 308, with a majority of four.
The second, amendment (f) in the name of Damian Green, would have
called for an extension of Article 50 to enable more time for a managed nodeal exit. It was defeated by 164 to 374.
After the debate the Prime Minister acknowledged (c 463) there was a
“clear majority against leaving without a deal”, but reminded the House (c
464) that the legal default in UK and EU law remained that the UK would
87
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leave the EU without a deal unless something else is agreed. “The onus is
now on every one of us in this House to find out what that is. The options
before us are the same as they always have been”. She confirmed that the
House would have an opportunity the next day to vote on seeking an
extension to Article 50, 88 but cautioned that the EU Member States were
not obliged to grant such a request and that they had indicated they were
not inclined to do so without a clear purpose for the delay (c 468).
‘No deal’ is still the default option on 12 April if nothing else is agreed.

7.4 Negotiating a future relationship with the EU
Once the UK leaves the EU, the UK will be a third country and the EU will
conduct negotiations on future relations on this basis. The arrangements
for negotiations provided for in Article 50 will cease to apply, and further
negotiations will take place on a separate EU legal basis. 89 Some ‘no deal’
advocates have suggested that if the UK leaves the EU without an
agreement, it will then be able to start from scratch and negotiate new
agreements on future relations without being tied to obligations negotiated
under the WA. But, as former UK Permanent Representative to the EU, Sir
Ivan Rogers, has pointed out, this could mean “one long, difficult
negotiation after another with our nearest neighbours and biggest trading
partnership” which would “force very hard choices on us”. He predicted
that defaulting to WTO rules and then trying to negotiate a preferential
deal with the EU “under huge time pressure” would mean giving “the
perfect negotiating hand to the other side”. 90
Given the initial disruption of a no-deal Brexit, the EU would also be under
pressure to negotiate new arrangements, at least to mitigate some of the
more disruptive elements of a disorderly UK exit. However, if the UK leaves
the EU without an agreement, it is likely that the EU will make progress on
negotiations on new arrangements dependent on settlement of issues
covered by the November WA, including citizens’ rights, arrangements for
the Irish border and the financial settlement.

7.5 What would ‘no deal’ look like in practice?
The Withdrawal Agreement provides for a transition period whereby EU
Single Market rules will continue to apply to the UK and the UK will also
remain a member of the EU Customs Union until the end of 2020 (or to the
end of 2022 if the parties agree to extend transition). This is intended to
provide some certainty following the UK’s exit from the EU and during the
transition period following withdrawal, when the detailed arrangements for
a new UK-EU relationship will be negotiated.
Leaving the EU without an agreement will mean there will be no transition
period and the Treaty arrangements currently regulating the relationship
between the UK and the EU will simply cease to apply.
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As Professor Anand Menon, Director of ‘The UK in a Changing Europe’
research consortium has put it, “a whole swathe of rules governing all
manner of transactions with the EU – covering, among other things, travel,
security cooperation and trade – will cease to apply”.
Where the UK’s relationships with third countries are regulated via EU
international agreements (e.g. the EU’s numerous FTAs with third
countries), these will also cease to apply unless the UK can get replacement
deals in place with these countries.

7.6 Long term economic impact
With regards to trade with the EU, the UK would fall back on World Trade
Organisation (WTO) rules, one outcome of which would be the imposition
of tariffs on trade between the UK and the EU. The UK could forgo tariffs on
imports from the EU, but if it did this, WTO Most Favoured Nation (MFN)
rules mean that it would also need to lift tariffs on non-EU countries. 91 On
average these tariffs are low, averaging around 3%, but for some goods,
such as many agricultural products, they are higher. 92 The Government has
announced its short-term plans for tariffs in no-deal scenario, to cover the
first year after Brexit, see section 7.8 below for details. Potentially more
important in a WTO scenario would be the increase in non-tariff barriers in
trade between the UK and EU.
Economic modelling from the Government and others shows that as the
cost of trading with the EU increases (via tariffs and non-tariff barriers), the
greater the negative impact on the UK economy would be. In other words, a
scenario where the UK trades with the EU on WTO rules is likely to result in
UK GDP being lower in the long term than a scenario where the UK has an
EEA-type arrangement or an FTA (see sections above on the other options).
These ‘losses’ could be mitigated by improved UK growth prospects from
trade deals with other non-EU countries and from other policy areas (such
as growth-enhancing changes to UK regulation). However, the vast majority
of economic studies in this area show that these potential benefits of
leaving the EU with no deal do not make up for the higher trade barriers
with the EU (given its importance to the UK). 93
One such study is the Government’s analysis of the long-term impact of
Brexit on the economy, published in November 2018. 94 It compares how big
the economy is estimated to be – as measured by GDP – in five different
future trading scenarios relative to a ‘baseline’ scenario of the UK staying in
the EU. This is not a forecast as such as it doesn’t look at all the factors that
affect GDP, just those related to Brexit.
The main outcome of the analysis is that the higher the barriers to UK-EU
trade, the lower GDP is. This means the no-deal scenario sees the largest
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negative impact of the Brexit scenarios: GDP would be 7.7% lower assuming
no change to migration policy or 9.3% lower assuming zero net migration of
EEA workers in 15 years’ time compared with staying in the EU.
It’s worth noting that GDP would rise in all scenarios, the figures presented
above show the difference in GDP between the different scenarios, e.g. nodeal versus staying in the EU. As previously noted in sections 2.3, 4.8 and
6.4 of this paper, the Government’s analysis was also based on the
assumptions that UK retains existing EU international trade agreements
with third countries and signs new trade agreements with the USA,
Australia, New Zealand, China, India, Brazil and others.
The Government’s analysis also looked at how each scenario could impact
on government borrowing, which is the difference between the
government’s total spending and revenues from tax and other sources.
Under each scenario, the Government estimates that borrowing will be
larger compared with staying in the EU in the long-term. Borrowing is
expected to rise most in those scenarios that introduce the greatest UK-EU
trade friction. Scenarios which introduce fewer barriers to trade are
estimated to have less of an impact on borrowing. In a no-deal scenario the
Government modelling estimated:
•

government borrowing would be 2.4% of GDP (£95 billion in nominal
terms) higher in 2035/36 compared with staying in the EU assuming
no change to migration policy; or,

•

government borrowing would be 3.1% of GDP (£119 billion) higher in
2035/36 compared with staying in the EU assuming zero net
migration of EEA workers.

For more see the Library briefing paper Brexit deal: Economic analyses.

7.7 Would WTO rules allow for continuation of
current UK-EU trade arrangements?
Article XXIV of the GATT sets out rules for bilateral and plurilateral
(between several countries) trade agreements. It allows countries to form a
customs union (CU) or a free trade area (FTA) by allowing exceptions to the
Most Favoured Nation rule. Article XXIV (5) allows countries to adopt an
interim agreement necessary for the formation of a customs union or a
free-trade area. This is a recognition of the fact that a CU or an FTA cannot
be concluded rapidly and might need gradual implementation. 95
An interim agreement can apply for a "reasonable length of time", allowing
countries to build up to full implementation. WTO members have agreed to
interpret this as a period of 10 years, which could be exceeded only in
exceptional cases. 96
Some advocates of leaving the EU without a deal have referred to this GATT
provision and claimed that it would allow the UK to continue its tariff free
trade with the EU for a certain number of years. However, trade and WTO
law experts say that this is a misinterpretation of GATT Article XXIV.5, as it
95
96

See P. Van den Bossche, W. Zdouc, The Law and Policy of the World Trade Organization,
4th edition, Cambridge University Press, 2017, chapter 3.3, p687.
WTO members interpretative ‘Understanding’ to Article XXIV.

51 Commons Library Briefing, 29 March 2019

does not offer any automatic continuation of the status quo to the UK
should it leave the EU without a deal and would not give room for unilateral
action on the part of the UK.
Former WTO official, Peter Ungphakorn, explains on the UK Trade Forum
blog that for the UK to present an interim agreement to the WTO, it would
have to overcome three hurdles. Besides having to reach an agreement
with the EU and having a sufficiently detailed “plan and timetable for
achieving the final agreement” in place,
… the WTO membership could demand changes, if they weren’t
convinced that the plan could be achieved within about 10 years. The
UK and EU would have to accept those changes or scrap the
agreement. (This doesn’t apply to free trade agreements that are not
interim.)

A temporary agreement is possible while the UK is negotiating any type of a
final trade deal with the EU, such as a Canada style FTA. The draft
Withdrawal Agreement would also qualify. The UK cannot do this alone
though. Under GATT Article XXIV, a WTO member would not be able to act
unilaterally, in other words both parties to this future trade agreement
would have to agree to it for it to apply.
Moreover, GATT Article XXIV only applies to forming a customs union or a
free trade area for goods. In talks on a future UK-EU relationship many
other aspects of trade have to be settled such as the level of regulatory
alignment, mutual recognition of standards, and crucially, trade in services,
for which the equivalent to GATT Article XXIV is GATS Article V.
However, it is unlikely that the option of an ‘interim agreement’ will be of
immediate use. Article XXIV is much more likely to be used for a full free
trade agreement to remain in force until a replacement is agreed.

7.8 Short-term impact of ‘no deal’
If the UK leaves the EU without any transitional arrangements or a
framework for a trade agreement, the way trade between the UK and EU is
conducted would change overnight. The UK would become a third country
with regards to the EU. As well as the imposition of tariffs on UK-EU trade, a
potentially more disruptive consequence would be non-tariff barriers.
These include additional administrative paperwork, customs procedures
and checks (e.g. relating to rules of origin), technical requirements and
regulatory standards. The need to satisfy rules of origins paperwork is
estimated to add between 4% and 15% to the cost of producing a good.
At the moment of leaving the EU without a deal, the border between the
UK and the EU (including between Northern Ireland and Ireland) would
become a customs border, requiring checks at the border that would lead
to delays. It has been estimated, for example, that delays caused by
customs checks of trucks from the EU could cause a 17-mile queue at the
port of Dover. 97
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Many manufacturers rely on complex cross-border supply chains with
components brought to the UK from the EU ‘just-in-time’. This process
would be severely disrupted by new customs checks. Firms would face the
need to restructure or relocate their supply chains or production plants. A
UK in a Changing Europe report 98 cites the car manufacturer Honda, which
requires 350 trucks to carry two million components to their Swindon plant
each day and claims that every 15 minutes of customs delays would cost it
up to £850,000 a year.
Another example of new barriers to trade would be EU food safety law,
which requires all meat products imported from countries outside the
Single Market to be traceable to businesses that have been individually
approved by the European Commission’s Food and Veterinary Office. 99 In a
no-deal scenario, those approvals would not exist and therefore - barring
any unilateral and most likely temporary, derogation from that legislation
for British products - UK lamb, beef and poultry exports could be refused
entry into the EU from March 2019 onwards.
The impact of a no-deal scenario stretches beyond those who import and
export goods and services. From the transportation to the financial services
sectors, ‘no deal’ would have implications for businesses.
Many economists expect the pound to fall in value in the event of ‘no deal’.
If this did happen, the price of imports would rise, pushing up inflation (as it
did following the EU referendum). In turn, the purchasing power of
businesses and consumers would be squeezed. UK exports would become
cheaper internationally, potentially moderating some of the effects of
disruption to trading with the EU (depending on the extent to which they
rely on imported goods and services, as these would have become more
expensive). In this scenario there is a risk that confidence could fall, with
investments being deferred or scrapped and consumers cutting back on
their spending. 100
An analysis of the possible effects of ‘no deal’ on the UK economy by the
National Institute of Economic and Social Research think tank determined
that it would be the disruption to trade with the EU that would have the
biggest negative impact on GDP in the months following a no-deal Brexit. 101
It states that GDP would “stall due to an immediate reduction in services
exports to the EU”, mitigated somewhat by the expected fall in the value of
the pound (supporting exports). 102
In November 2018, the Bank of England published analysis of short-term
economic effects from two deal scenarios and two no-deal scenarios. 103 At
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UK in a Changing Europe, Cost of No Deal, July 2017
NIESR, National Institute Economic Review No 245, August 2018, Box A, F12-13 and
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the time of publication, the Bank’s analysis stated that under the two “nodeal” scenarios:
•

In the “disruptive no-deal Brexit” scenario GDP would be 4¾% lower
by end-2023 compared to the Bank’s November forecasts.

•

In the “disorderly no-deal Brexit” scenario GDP would be 7¾% lower
by end-2023 compared to the Bank’s November forecasts.

However, in March 2019, the Bank’s Governor Mark Carney stated that due
to increased preparedness for a no-deal outcome the expected negative
shock on GDP has been reduced. These measures relate to customs
procedures, rolling over free trade agreements and measures to ensure
financial market stability. 104
The Governor stated that taking this into account the impact of no deal on
GDP is now estimated to be roughly 2½% lower in a “disruptive no-deal
Brexit” scenario and 5% lower in a “disorderly no-deal Brexit” scenario. 105

7.9 Trade and other co-operation with third
countries
As an EU Member State, the UK is also party to around 40 EU free trade
agreements with over 70 non-EU countries (including Switzerland, Canada
and South Korea). These account for around 12% of the UK’s total trade,
according to 2017 ONS data. The UK will no longer be party to these
agreements when it leaves the EU. The UK Government has been seeking to
replace trade arrangements with these countries when it leaves the EU. If
the WA is adopted and the transition period commences when it comes
into force, the EU has agreed that it will notify its partners to these
agreements that the UK should be treated as if it is still an EU Member
State for the purposes of these trade agreements. However, this will not be
possible if the UK leaves with no deal.
The Government has already agreed some continuation treaties with third
countries with which the EU already has an agreement under the EU or
Euratom Treaties 106. These include agreements on trade, air services and
nuclear energy co-operation. Among the replacement trade agreements
signed are those with Switzerland, Chile and Israel and Caribbean countries,
but negotiations with most of the countries covered by EU trade deals
remain ongoing, and the Government has stated that current EU trade
arrangements with Turkey and Japan will not be replaced in time for Brexit
day 107.
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Where a Command paper number is given, the treaty has been laid before Parliament
under the Constitutional Reform and Governance Act 2010 (CRAGA).
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8509, Brexit: parliamentary scrutiny of UK replacement treaties, 22 March 2019.
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7.10 Temporary ‘no deal’ tariffs
If the UK leaves the EU without a deal, it will need its own tariff schedule for
goods imports as it will no longer be part of the EU customs union. The
Government announced its temporary no-deal tariffs on 13 March 2019:
the UK will unilaterally remove tariffs on 87% of imports (measured by
value). 82% of imports from the EU will be tariff-free under no deal
(compared with 100% now). 92% of imports from non-EU countries will be
tariff-free (compared with 56% now) 108.
The temporary regime is designed to minimise costs to business and
consumers by cutting most import tariff rates to zero, but some tariffs will
remain to protect vulnerable industries. These tariffs will apply for up to a
year while a consultation and review on a permanent tariff regime takes
place.
Tariffs will remain in the following areas:
•

a mixture of tariffs and quotas on beef, lamb, pork, poultry and some
dairy to support farmers and producers who have historically been
protected through high EU tariffs.

•

retaining a number of tariffs on finished vehicles in order to support
the automotive sector and in light of broader challenging market
conditions’. However, car makers relying on EU supply chains would
not face additional tariffs on car parts imported from the EU to
prevent disruption to supply chains.

•

there are a number of sectors where tariffs help provide support for
UK producers against unfair global trading practices, such as dumping
and state subsidies. Tariffs would be retained for these products,
including certain ceramics, fertiliser and fuel.

•

to ensure preferential market access with lower or zero tariffs for
developing countries is maintained, the UK would retain tariffs on a
set of goods, including bananas, raw cane sugar, and certain kinds of
fish which are imported from developed countries 109.

The tariffs will not apply to goods imported into Northern Ireland from
Ireland. This is to avoid checks at the Irish border. However, tariffs will be
payable on goods imported into Great Britain from the EU via Northern
Ireland 110.

7.11 A hard border between Ireland and Northern
Ireland
In a no-deal scenario, the European Commission has confirmed there would
be a hard border between Ireland and Northern Ireland. 111 The Northern
Ireland-Ireland border would become part of the UK-EU customs border,
with regulatory checks also required to ensure compliance with EU Single
108
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Market legislation (for goods crossing from Northern Ireland to Ireland).
There are some concerns that any infrastructure on the border to enable
checks on goods might become a target for dissident republicans. Michel
Barnier is reported to have said that in the event of no deal, “We will have
to find an operational way of carrying out checks and controls without
putting back in place a border [in Ireland]”.
The temporary tariff regime published by the Government on 13 March
2019 to apply in the event of no deal would not impose any duties or
checks on goods crossing the land border from Ireland into Northern
Ireland, regardless of whether they come from the EU or beyond. This has
led to a discussion as to whether this breaches WTO rules requiring
countries to treat imports from third countries in the same way if not
covered by a FTA, and has also raised concerns about smuggling of goods
across the Northern Irish border.
The European Commission has said that it will “carefully analyse the
compliance of the UK plan with World Trade Organization law and the EU’s
rights”, since its “differential treatment of trade on the island of Ireland,
and other trade between the EU and the UK” raised concerns.
The most onerous EU regulatory checks are on live animals, food and
agricultural products. EU regulations mandate that any consignment of
animals or animal products from third countries to the EU may only enter
the EU at a designated border inspection post (BIP). All products are subject
to checks on documentation and ID, and a significant proportion to physical
inspection (poultry 100%, beef, lamb and pork- 20%). The only BIPs on the
island of Ireland are at ports/airports (Larne, Dublin and Shannon). There is
a high volume of trade in these products between Ireland and Northern
Ireland. The dairy and food industries would be heavily impacted by the
imposition of such checks. The EU might waive checks for a limited period
immediately after a no-deal exit, but without a Veterinary Agreement like
Switzerland has with the EU, where it implements all the EU’s agricultural
regulations, these checks will have to be implemented at some point.
The electricity market is unified on the island of Ireland – the Single
Electricity Market (SEM). There are concerns that the SEM would not be
able to fully function if the UK leaves the EU’s Internal Energy Market.

7.12 Agriculture and fisheries
The National Farmers’ Union (NFU) has said that a no deal outcome is the
“worst possible one” for the farming industry. 112 The Food and Drink
Federation (FDF) has called ‘no deal’ a “grisly prospect”. 113
In a no-deal scenario for agriculture, trading arrangements, i.e. tariffs and
standards, are the main issue. No deal potentially means applying WTO
tariffs where there currently are none for intra-EU trade, as well as WTO
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rules for plant and animal health checks. 114 This could have a significant
impact on the farming industry and consumers in terms of changing the
balance of import and export markets and consumer choice, the speed of
supply chains, and prices.
Tariffs are usually higher for agricultural products than for other goods and
services. Perishable goods such as milk are also more sensitive to delays at
borders, as are live animals. Without a deal, the EU will treat the UK as a
third country and a range of tariffs, checks, registrations, certifications etc
will apply for the first time for a range of commodities, food and feed and
for plant and animal-based products. Agriculture is also impacted by the no
deal effects of other policies e.g. immigration (for seasonal, agri-food
workers and vets).
Brexit means the UK will become an independent coastal state with
responsibility for managing fisheries in the UK’s Exclusive Economic Zone of
200 miles. It will not be bound by the Common Fisheries Policy and could
deny access to EU Member States’ vessels (and vice versa). But the UK will
continue to be bound by the requirements of the UN Convention on the
Law of the Sea (UNCLOS) and how they relate to the management of
fisheries. UNCLOS requires coastal States to give other States access to the
surplus of the allowable catch in its Exclusive Economic Zone and
emphasises the need to minimise economic dislocation in States whose
nationals have habitually fished in the zone. It also provides an obligation to
co-operate with other coastal states on the management of shared stocks
or stocks of associated species. 115

7.13 Food supply
Half of the UK’s food and drink supply comes from within the UK, with 30%
from the EU and 20% from the rest of the world. As a result of additional
checks and customs processes there could be supply chain disruptions if
food consignments are held up at ports. The food and drink sector are
reported to have been building up additional stock since mid-2018. There
were widespread media reports in January 2019 that mounting concerns
about supplies being affected by a no deal scenario had led to consumers
stockpiling food at home.
The retail sector is concerned about the practicalities of stockpiling
food. The chief executive of the food and drink federation told MPs on the
Business, Energy and Industrial Strategy Committee in November 2018 that
warehouses around the UK for frozen and chilled food were “for all
practical purposes booked out at the moment”.
A reversion to WTO tariffs would lead to a significant increase in domestic
food prices. Estimates in 2018 for the meat and food processing sector
showed increases of 7.3% and 3.7% respectively. As noted above, the
Government, preempting potential increases of food prices, is planning to
114
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temporarily cut the majority of import tariffs to zero. But tariffs and quotas
on some meats and dairy will be retained in order to protect most
vulnerable domestic producers.

7.14 NHS and pharmaceuticals
Concerns have been raised about delays in access to medical supplies used
in treatment 116. Imports from the EU are particularly important in relation
to some products, such as human insulin, which are not currently produced
in the UK. Similar concerns regarding the impact of border delays have been
expressed regarding access to radioactive isotopes, although the UK
Government has said their supply will not be affected. The Government and
NHS have indicated these supply questions are being addressed and have
launched the Medicines Supply Contingency Planning Programme. In a
letter on 7 December 2018, the Health Secretary stated that the
Government was increasing stockholding of medical supplies, and priority
would be given to medicines and medical products in expanded freight
capacity through alternative routes to Dover and Folkestone (which are
most likely to be affected in the event of a no deal Brexit).

7.15 Aviation and haulage
In September 2018 the Department for Transport published three technical
notices on aviation, covering flights, safety, and security.
On flights between the EU27 and the UK in the event of ‘no deal’, the
relevant paper states that:
UK and EU licensed airlines would lose the automatic right to operate
air services between the UK and the EU without seeking advance
permission. This would mean that airlines operating between the UK
and the EU would need to seek individual permissions to operate. 117

It goes on to say that in this scenario the UK envisages granting permission
to EU airlines to continue to operate and would “expect EU countries to
reciprocate in turn”. If such permissions are not granted, there could be
disruption to some flights. 118
On flights to and from the rest of the world, the Governments says that for
airlines from one of the 111 countries with which the UK has a bilateral Air
Services Agreement (ASA), including China, India and Brazil, there would be
no change. It has also renegotiated replacement agreements for most nonEU countries with which air services to the UK are currently provided for by
virtue of EU agreements, including the USA and Canada.
On 19 December 2018 the European Commission proposed two no-deal
contingency plans, which if approved by the EU27 and the EP, would allow
direct flights between the EU and the UK after 29 March if there is no
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withdrawal agreement. But these would be a “basic air connectivity”
agreements and temporary. The proposed EU regulations would allow for
12 months after 29 March the provision of certain air services between the
UK and the EU and extend for nine months the validity of certain aviation
safety licences. Recent reports suggest other EU Member States are not
averse to granting the UK more such arrangements. 119
In December 2018 the European Commission also proposed a Regulation to
allow UK operators to temporarily (for nine months) carry goods into the
EU, provided the UK conferred equivalent rights to EU road haulage
operators and subject to fair competition conditions.

7.16 Internal security
The UK currently participates in around 40 EU measures that support and
enhance internal security and police and judicial cooperation in criminal
matters. According to police organisations, leaving the EU without a deal
could result in a loss of operational capacity and strategic influence and an
increased demand on resources because of the need to compensate for
these losses. They say this could have a significant impact on public
safety. In November 2018, Security Minister Ben Wallace warned that a no
deal situation “would have a real impact on our ability to work with our
European partners to protect the public”. A Government technical notice
indicated that the UK would lose access to EU databases used by police to
track terrorists and criminals in a no-deal scenario.
In December 2018 Metropolitan Police Commissioner Cressida Dick said
that a no-deal Brexit “would threaten access to EU-wide criminal databases
and make it harder to extradite people from abroad”.
Faisal Islam of Sky News has tweeted about the conclusions of a leaked UK
Border Force document of November 2018 which looked into border
operations for freight, people, businesses and security if there is no Brexit
deal. The report stated that there could be a “degradation of border
security”, for which there was a “Readiness taskforce” of 284. The Border
Force said it would not be able to check whether people entering the UK
had ‘settled status’ or not.

7.17 Research and higher education
The UK currently does disproportionately well in securing EU research
funding and UK Universities are the top performers in receiving EU funds
based on scientific excellence. The higher education sector and research
bodies are concerned that a no-deal Brexit will stop access to EU research
funding and collaboration in EU projects, and also impact on recruitment
and retention of EU staff, access to the Erasmus+ programme and EU
students coming to study in the UK. 120
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7.18 Financial Settlement
The WA provides for a settlement of the financial obligations that the UK
and EU have to each other. This was previously agreed by the UK and EU in
December 2017 and includes an ongoing contribution to the EU budget
(which the UK had previously committed to in decisions on the EU financial
framework for 2014 to 2020). This budget contribution will coincide with
the transition period envisaged in the WA whereby the UK will continue to
participate in the EU Single Market and all EU programmes. The financial
settlement also covers other previously agreed commitments and future
liabilities, including EU staff pensions: these will be paid over several years
once the transition period ends. 121
If the UK leaves the EU without agreement, the UK-EU agreement on the
financial settlement will not be legally binding. It is likely that politics and
the appetite for an ongoing EU-UK relationship will largely dictate the
extent to which the two parties honour the agreement reached over the
financial settlement.
The EU believes that a no-deal Brexit should not affect the agreed principle
that the UK and EU will honour their financial commitments. 122 They expect
an alternative financial settlement to be agreed “in a future international
agreement” between the UK and EU, and have proposed a contingency plan
that would allow the UK to participate in the 2019 EU Budget while a future
agreement is reached. 123
The UK Government recognises that it would have outstanding financial
commitments to the EU if it were to leave without a deal and not honouring
these could see the UK being regarded as an unreliable partner, 124 which
could have repercussions for UK relations (and attempts to make new trade
and other international agreements) with non-EU countries as well as with
the EU. Ministers have suggested that an alternative arrangement would
have to be negotiated, which might not necessarily follow the precise terms
set out in the financial settlement. 125
For more on the implications of no-deal for the financial settlement see
section 5.4 of the Library Briefing Paper What if there’s no Brexit deal?.

7.19 Further reading
For further detail on the potential consequences of the UK leaving the EU
without an agreement, see:
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•

House of Commons Library Briefing Paper CBP8397, What if there’s
no Brexit deal? (updated 8 February 2019)

•

House of Commons Library briefing papers on Brexit in a range of
policy areas with and without a withdrawal agreement at ‘Brexit:
research and analysis’

•

UK in Changing EU report, Cost of No Deal Revisited, September
2018

•

Institute for Government publications on Brexit
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