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Introduction
Before the EU referendum, we prepared a presentation to help friends and neighbours assess issues. In 2017, we have 
updated and extended it to create a ‘Brexit fact-base’.

Our objective is to share politically neutral information. The fact-base covers a range of topics to aid your understanding of 
current issues. It uses reputable secondary sources, such as House of Lords, House of Commons, Office of National 
Statistics (ONS), think tanks and industry bodies.

• Part 1 covers the topics most relevant to the current discussions: (1) sovereignty and law; (2) EU budget and UK 
contribution; (3) economic context; (4) trade; (5) immigration; (6) impact of ‘no deal’; and, (7) impact on industry sectors 
and regions.

• Part 2 covers important but secondary topics: (8) what is the EU?; (9) foreign direct investment; (10) environment and 
climate change; (11) education, science, healthcare; (12) defence and security; and (13) Euratom.

• Section 14 provides an overview of the UK and EU approaches to negotiation and the published position papers.

Appendices provide additional detail (including details of the referendum electorate and result).

Each section is independent of others, so please go straight to the section that interests you.

If you would like to discuss any of the material, please contact the authors:

• Richard Barfield richard.barfield@rbas.co.uk

• David Corless davidcorless@btinternet.com
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Update  – 22 October

Disclaimer. This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should 
not act upon the information contained in this publication without obtaining specific professional advice. No representation or warranty (express or 
implied) is given as to the accuracy or completeness of the information contained in this publication. To the extent permitted by law we do not accept or 
assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information 
contained in this publication or for any decision based on it. 

© 2017 Richard Barfield Advisory Services Limited (‘RBAS’)

Please note that the presentation will be updated from time to time. The google-drive link will continue to give you access to the latest 
version. However, the version date (noted at the top of this page) will change.
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1. Sovereignty and law
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See Section 8 “What is the EU?” for detail on 
the roles of EU’s institutions including the 
elected parliament. 

Section contents

UK sovereignty and the EU

EU competence covers limited areas 

Unanimity

Subsidiarity

European Court of Justice and EU law

Are criticisms of the ECJ justified?

EU and UK law 

Article 50 of Lisbon Treaty

Article 127 of EEA agreement

1. Sovereignty and law
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1. Sovereignty and law

“Whilst Parliament has remained sovereign throughout our membership of the EU, it has not 
always felt like that.” 
White Paper, Exit From Europe, Feb 2017 – page 13. 

• The UK has had a strong influence on EU legislation (for example in relation to financial 
services) and has supported most EU legislation. 

• However in the UK, perceptions of sovereignty in relation to the EU have been 
influenced by domestic political expediency and UK media coverage that has often 
been incomplete or inaccurate. Appendix A provides a summary of the purveyors of 
Euromyths*.

• At the EU level, the UK has voted for proposals 97% of the time in the last 12 years (2004 –
2015): that is, the UK voted for the vast majority of EU legislation.

• In terms of the total volume of laws passed, the proportion of times the UK government has 
been on the “losing side” is small at about 2% since 1999. In recent years the UK has been 
losing more votes, and now loses a higher proportion of votes than other members. 

Source: Full Fact https://fullfact.org/europe/eu-facts-behind-claims-uk-influence/ and also on Simon Hix, Sara Hagemann, Doru
Frantescu: Would Brexit matter? The UK’s voting record in the Council and the European Parliament, April 2016.

*For Euro-myths see http://blogs.ec.europa.eu/ECintheUK/euromyths-a-z-index/
Analysis by the Economist found that the Daily Mail, Daily Telegraph, Express, Times and Sun are the five top purveyors of 
Euro-myths See http://www.economist.com/blogs/graphicdetail/2016/06/daily-chart-15 and Appendix A.

RBAS - October 2017  Brexit fact-base

UK sovereignty and the EU
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Determined exclusively at 
EU level  

Shared between EU and UK Broadly or exclusively 
determined by UK (sometimes 
supported by EU) 

 
• Trade policies, customs 

union, including tariffs 
and other trade 
measures 

• Rules and standards for 
the EU Single Market 

• Competition rules and 
state aid 

• Intra-EU migration 
• Conservation of marine 

biological resources 
• Monetary policies for 

Euro area 
 

 
• Ratifying trade agreements 
• Energy and climate policies 
• Environmental standards 
• Agriculture and fisheries 
• Employment policies 
• Consumer protection and 

transport 
• European cooperation on 

criminal matters 
• Asylum policy 
• VAT 
• Cooperation on foreign 

policy 
• Shared safety concerns on 

public health 
 

 
• Health policy 
• Education 
• Fiscal policy and public 

expenditure 
• Monetary policy 
• Income tax, corporation tax 

and capital gains tax 
• Non-EU immigration 
• Border control and security 
• Pensions 
• Welfare 
• Foreign policy decisions 
• Defence 
• Intelligence 
• Development cooperation 

and humanitarian aid 
• Local government 
• National policing and criminal 

justice 
• Media regulation 

 
	

Source: Chatham House and http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3Aai0020

1. Sovereignty and law
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EU competences cover limited areas 
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All EU countries, when meeting within the Council, have to vote unanimously on a number of matters which the 
member states consider to be sensitive. In other areas, qualified majority voting (QMV) applies. 

Unanimity means that each country has a veto. For example: some states (e.g. Austria, Cyprus) have said that 
they would veto Turkey’s accession to the EU (the process for which is effectively suspended due to the 
Erdogan regime’s actions); and, the EU has offered Spain a veto right over the future relationship between 
Gibraltar and the EU after Britain leaves the bloc.

Unanimity is required for:

§ Common foreign and security policy (with the exception of certain clearly defined cases which require 
qualified majority, e.g. appointment of a special representative);

§ Citizenship (the granting of new rights to EU citizens);
§ EU membership (accession of new countries or withdrawals);
§ EU trade agreements;
§ Harmonisation of national legislation on indirect taxation;
§ EU finances (own resources, the multiannual financial framework);

§ Certain provisions in the field of justice and home affairs (the European prosecutor, family law, operational 
police cooperation, etc.);

§ Harmonisation of national legislation in the field of social security and social protection.

Source: European Council - http://www.consilium.europa.eu/en/council-eu/voting-system/unanimity/

1. Sovereignty and law

RBAS - October 2017  Brexit fact-base

Unanimity
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Subsidiarity (1/2) - role of national parliaments

• Since 2006, the Commission has been transmitting to national parliaments all new legislative proposals, and 
has replied to their opinions. With the Lisbon Treaty from 2009, the rights and duties of national parliaments 
within the EU are clearly set. 

• National parliaments are now better able to express their views on draft legislative acts as well as on other 
matters of particular interest to them. 

• EU actions are subject to the principle of subsidiarity. This means that the EU only acts where action will be 
more effective at EU level than at national level. 

• Where the treaties have given exclusive powers to the EU, this is considered to be the case, but otherwise it is 
a judgment that is made for each new law. Correct application of this principle in EU decision-making is 
monitored by national parliaments. 

• To enable parliaments to carry out subsidiarity checks, the Commission sends draft legislation to national 
parliaments at the same time as it forwards it to the EU legislature (i.e. the European Parliament and the 
Council). 

• The other key principle is proportionality - the content and scope of EU action may not go beyond what is 
necessary to achieve the objectives of the Treaties.

RBAS - October 2017  Brexit fact-base

1. Sovereignty and law
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Subsidiarity is a principle of the EU that decisions are taken at national level rather than European 
level wherever possible. Safeguards include the following:

“Yellow card”:
10 EU28 national parliaments can ask the European Commission to reconsider a proposed law 
if they think there’s a subsidiarity problem - EC can still go ahead, so makes no difference

“Orange card”:
15 EU28 national parliaments but also need either 16 Governments in the Council or a majority 
in the EU Parliament to get the Commission to drop a proposal  – this has never been used

“Red card”:
55% of EU28 national parliaments (i.e.16 countries)  à Governments on EU’s Council would 
discuss objections of the parliaments and either shelve the proposal or amend it to take account of 
objections.

1. Sovereignty and law
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Subsidiarity (2/2) - safeguards

Source: Fullfact, https://fullfact.org/europe/explaining-eu-deal-red-card/
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European Court of Justice and EU law
• The Court of Justice of the European Union (CJEU) is the supreme judicial authority on EU law. It includes:

• Court of Justice: 1 judge from each EU country, plus 11 Advocates General
• The number of judges in the ECJ is set to double to 56 over the next four years in response to the 

increasing case load: 1270 pending cases in November 2015
• General Court: 1 judge from each EU country
• Civil Service Tribunal: 7 judges

• European Court of Justice rules on questions of EU law (EU treaties and other EU legislation). Its decisions 
are binding on EU institutions and member states. The ECJ:

• Hears actions brought by individuals seeking damages from European institutions, or the annulment of EU 
law which directly concerns them;

• Clarifies points of European law at the request of courts in member states.

• EU law has three main sources:
• Primary law:  the Treaties establishing the European Union. 
• Secondary law: regulations and directives which are based on the Treaties. The EU legislature is 

composed of the European Parliament and the Council of the European Union, which, under the Treaties, 
may establish secondary law to pursue the objective set out in the Treaties.

• Supplementary law: case law by the ECJ, international law and general principles of EU law.

• EU law is applied by the courts of member states and ECJ. 
• EU law has supremacy over laws of member states.
• A member state may be taken to court for failing to meet its obligations under EU law. 
• Big fines may be imposed for non-compliance with the court's rulings.

1. Sovereignty and law
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Are criticisms of the ECJ justified?
1. Sovereignty and law

• A common criticism of the ECJ is that it engages in ‘activist’ rulings aimed at increasing its own power as an 
institution. 

• However, the ECJ is often required to make rulings because of conflicts between different EU objectives. 

• In addition, many EU decisions (and supporting EU laws) are deliberately left politically unclear on the 
assumption that the ECJ will ‘fill in the blanks’ later. 

• Where EU law is unclear or ambiguous, this will inevitably give rise to cases for the ECJ to resolve. As a result, 
ECJ decisions may be seen as having political consequences.

• Some cases brought to the ECJ reflect problems with the overall nature of EU decision-making, and unresolved 
political differences.

• UK citizens have sometimes taken cases against the UK government or UK-based organisations to the ECJ, 
when avenues within UK law have been exhausted (e.g. Williams vs British Airways plc) or where UK has failed 
to follow EU law (e.g. in relation to air pollution laws).

RBAS - October 2017  Brexit fact-base

Note - the European Court of Human Rights is not an EU institution at all. Neither is the Council of Europe .

To enable citizens to exercise their rights under the Convention, the Council of Europe set up the European Court 
of Human Rights. The European Court of Human Rights is not an EU institution.

The Council of Europe is an intergovernmental organisation which aims to protect human rights, democracy and 
the rule of law. It was set up in 1949 and one of its early achievements was to draw up the European Convention 
on Human Rights. The Council of Europe now has 47 Member States, including all EU countries, and its 
headquarters are in Strasbourg, France.
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EU and UK law (1/2)

NB: The House of Commons Library warned that "there is no totally accurate, rational or useful way of 
calculating the percentage of national laws based on or influenced by the EU.”

1. Sovereignty and law

RBAS - October 2017  Brexit fact-base

Source: Fullfact and House of Commons analysis - 2010
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• The key point is that counting laws is not a good measure of EU influence on the UK. (A better question would 
be ‘which EU laws do we want to change?’).

• The figures from counting laws can be misleading as they include a majority of minor regulations that have an 
immaterial impact on UK citizens.

• At EU level, UK voted for proposals 87% of the time : that is, we vote for vast majority of EU legislation
• Parliament passed 945 Acts between 1993 and 2014 (a different period to the previous charts), of which 

231 implemented EU obligations Over the same period, it passed 33,160 Statutory Instruments, 4,283 of 
which implemented EU obligations. These figures together account for 13% of laws passed.

• If you count all EU regulations, EU-related Acts of Parliament, and EU-related SIs, about 62% of laws 
introduced between 1993 and 2014 that apply in the UK implemented EU obligations.

• However, the 62% figure significantly overstates the EU proportion because: 
• It treats all EU regulations as part of the UK’s body of laws when they may not actually apply (e.g. in 

relation to Schengen) or simply do not have any real impact on Britain (e.g. tobacco production). 
• What matters is the number of laws in force. Many EU regulations are short-term in nature; each 

working day new regulations on fruit and vegetable imports into the Single Market. These are all 
counted in the 62% figure, despite the fact that they no longer apply.

• It is also important to remember that the UK government and its officials tend to ‘gold-plate’ EU law and 
regulation.

1. Sovereignty and law
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EU and UK law (2/2)

Source: FullFact https://fullfact.org/europe/uk-law-what-proportion-influenced-eu/

House of Commons Briefing Paper 07092, 10 June 2015, EU obligations: UK implementing legislation since 1993
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN07092
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Article 50 of Lisbon Treaty

Wording of Article 50

1. Any Member State may decide to withdraw from the Union in accordance with its own constitutional requirements. 

2. A Member State which decides to withdraw shall notify the European Council of its intention. In the light of the 
guidelines provided by the European Council, the Union shall negotiate and conclude an agreement with that State, 
setting out the arrangements for its withdrawal, taking account of the framework for its future relationship with the 
Union. at agreement shall be negotiated in accordance with Article 218(3) of the Treaty on the Functioning of the 
European Union. It shall be concluded on behalf of the Union by the Council, acting by a qualified majority, after 
obtaining the consent of the European Parliament. 

3. The Treaties shall cease to apply to the State in question from the date of entry into force of the withdrawal 
agreement or, failing that, two years after the notification referred to in paragraph 2, unless the European Council, in 
agreement with the Member State concerned, unanimously decides to extend this period. 

4. For the purposes of paragraphs 2 and 3, the member of the European Council or of the Council representing the 
withdrawing Member State shall not participate in the discussions of the European Council or Council or in decisions 
concerning it. 

5. A qualified majority shall be defined in accordance with Article 238(3)(b) of the Treaty on the Functioning of the 
European Union. 

6. If a State which has withdrawn from the Union asks to rejoin, its request shall be subject to the procedure referred to 
in Article 49. 

RBAS - October 2017  Brexit fact-base

• Article 50 was not expected to be used and is not very detailed. It leaves room for interpreting the extent to 
which the ‘future framework’ for relations between a withdrawing state and the EU should be included in the 
negotiations and the final agreement. 

• The two-year timeframe set out in Article 50 ends on 29 March 2019. This may be extended if the Member 
States and the UK unanimously agree.

• Article 218(3) requires unanimous agreement on certain elements of the negotiation.
• Some lawyers (but not all) believe that Article 50 is unilaterally reversible. For example, EU treaties say when 

something is irreversible. However, even if the UK withdrew its Art 50 notification, it would have to be accepted 
as effective by the EU27 or, failing that, the ECJ.

1. Sovereignty and law
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Article 127 of EEA agreement
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What is Article 127 and why does it matter?
Article 127 of the EEA Agreement states that “Each Contracting Party may withdraw from this Agreement provided it gives at least
twelve months' notice in writing to the other Contracting Parties. Immediately after the notification of the intended withdrawal, the 
other Contracting Parties shall convene a diplomatic conference in order to envisage the necessary modifications to bring to the
Agreement.”
It is not clear whether the UK needs to trigger article 127 to terminate its membership of the EEA.

Views differ
The Single Market Justice (SMJ) campaign, led by Adrian Yalland and Peter Wilding, argues that because the UK is a separate 
contracting party to the EEA Agreement in its own right, it will not leave the Single Market even after it leaves the EU. To exit the 
Single Market, the Government will have to trigger a separate exit process, as set out in Article 127 of the EEA agreement. SMJ 
argue that since the UK’s EEA membership is part of UK law under Parliament’s 1993 EEA Agreement Act, triggering Article 127 
would require parliamentary approval. From this angle, Article 127 can be understood as the Single Market equivalent of Article 50.

However there is an opposing view. Jean Claude Piris, former head of the European Commission’s legal service, has said: 
“The UK’s withdrawal from EU will mean an automatic cessation of its membership of EEA as an EEA-EU member”. This 
position derives from Article 126 (1) of the EEA agreement:
“The Agreement shall apply to the territories to which the Treaty establishing the European Economic Community is applied 
and under the conditions laid down in that Treaty, and to the territories of Iceland, the Principality of Liechtenstein and the 
Kingdom of Norway.”

In this case, the UK is a member of the EEA only in its capacity as an EU member. Therefore leaving the EU means an automatic
exit from the EEA, and the UK will not need to trigger Article 127. 

Current status
The Government’s position appears to be that even if our EU exit does not automatically terminate the EEA agreement in law, any 
continued signature to the EEA Agreement would not equate to functional Single Market membership and they do not anticipate 
the need to trigger Article 127 with parliamentary approval.

The door seems to be open for future legal challenges against the government on this issue.

Source: Institute for Government, https://www.instituteforgovernment.org.uk/explainers/article-127-and-single-market

1. Sovereignty and law
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2. EU budget and UK contribution
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Section contents

EU plan for spending 2014-20

EU budget - 2016

EU 28 contributions compared

Contribution per person

UK net contribution to the EU for 2016-17

UK contribution as % of UK public expenditure

UK financial settlement with EU

2. EU budget and UK contribution
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EU plan for spending 2014-20
2. EU budget and UK contribution

The EU has 11 main objectives for 2014-20. 
1. Strengthening research, technological development 

and innovation
2. Enhancing access to, and use and quality of, 

information and communication technologies
3. Enhancing the competitiveness of Small and 

Medium-sized Enterprises (SMEs)
4. Supporting the shift towards a low-carbon economy
5. Promoting climate change adaptation, risk 

prevention and management
6. Preserving and protecting the environment and 

promoting resource efficiency
7. Promoting sustainable transport and improving 

network infrastructures
8. Promoting sustainable and quality employment and 

supporting labour mobility
9. Promoting social inclusion, combating poverty and 

any discrimination
10. Investing in education, training and lifelong learning
11. Improving the efficiency of public administration

http://ec.europa.eu/regional_policy/en/policy/how/priorities

RBAS - October 2017  Brexit fact-base
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EU budget - 2016
• The EU budget is always balanced, so there is no deficit or debt.

• The current year’s budget is made up mostly (>90%) of payments for the current year plus commitments in 
future years (<10%).

• Country contributions vary principally according to country Gross Domestic Product – at an average of about 
1% of GDP (the EU uses a similar measure, called Gross National Income – GNI).

• The 2016 budget was €155bn:
• €132.3bn (85%) was spent in EU countries, benefitting citizens directly, on the EU’s main objectives of 

sustainable growth and smart and inclusive growth.
• €4bn on security and citizenship and €9bn on Global Europe (8.5%)
• €9bn (5.8%) was spent on administration

• EU budget averaged 83 cents a day per citizen (EU population 511 million in 2016) or €303 a year per 
citizen.

2. EU budget and UK contribution

RBAS - October 2017  Brexit fact-base

See Appendix B for supporting detailed analysis of the similar 2015 budget from the National Audit Office (NAO)

http://www.consilium.europa.eu/en/policies/eu-annual-budget/2016/
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EU 28 contributions compared
2. EU budget and UK contribution

Source: National Audit Office, Briefing on EU-UK finances, December 2016
https://www.nao.org.uk/report/briefing-on-eu-uk-finances/

RBAS - October 2017  Brexit fact-base
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Contribution per person
2. EU budget and UK contribution

RBAS - October 2017  Brexit fact-base
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UK’s net contribution to the EU for 2016-17
HM Treasury recorded the UK gross contribution to the EU budget in 2016-17 as £17.0bn. After rebate, this reduces to £12.2bn 
(£235m/week), which is the amount sent to the EU (including duties UK collects on behalf of EU). The UK then receives 
payments from the EU.

The UK net contribution in 2016-17 was £8.1bn, taking account of £4.1bn in payments to the UK public sector. The UK 
receives additional funds secured through competitions (including money received for research in UK universities). NAO 
estimated these at £1.4bn for 2014. Assuming an estimated £1.0bn for 2016/17 results in a UK net contribution of  £7.1bn: 
£137m per week or 30p per day per person (UK population of 65 million).

Note: The UK contribution includes the UK’s share of the EU’s international aid budget. The UK’s share was about £1bn in 
2015/16, which counts towards the UK’s overseas aid target of 0.7% of GDP. To meet the target after leaving the EU, the UK 
would still need to spend £1bn on aid. Therefore, the UK could only ‘save’ £6.1bn (£117m/week), not £7.1bn. 
(Any Brexit saving would be outweighed by its additional costs to public finances due to reduced trade, GDP, migration etc.; 
leading to lower tax take and increased public sector costs). 

2. EU budget and UK contribution
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See Appendix B for 
- supporting detail 
from the NAO; 
- HMT figures for UK 
contributions from 
2012-13 to 2019-20

UK contributions

2016-17 2015-16

Annual

£bn

Per 
week

£m

Per 
person

per day p

Annual

£bn

Per 
week

£m

Per 
person

per day p

Gross UK contribution 17.0 327 72 17.7 340 75

UK rebate (4.8) (4.1)

Gross contribution after rebate 12.2 235 51 13.6 262 58

Public sector receipts (4.1) (2.8)

HMT net contribution 8.1 156 10.8 208

Receipts through competitions (1.0) (1.4)

Net UK contribution 7.1 137 30 9.4 181 40
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UK contribution as % of UK public expenditure
2. EU budget and UK contribution

RBAS - October 2017  Brexit fact-base

• The UK’s contribution to 
the EU of £10.8bn (46p 
per day per person) 
represented less than 
1.5% of UK public 
expenditure of £751bn 
in 2015 (£31.60 per day 
per person). 

• UK public expenditure is 
expected to be £721bn 
in 2016-17 – see 
opposite. 
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UK’s financial settlement with EU (1/2)
One important objective of the first phase of the Brexit negotiations is to detemine the methodology for calculating 
the financial settlement.

1. The main item is the UK’s share of budget obligations of €724bn. Using two potential, simple methodologies, 
the Bruegel Institute estimates the UK share at between €86bn and €114bn.

Against the UK’s budget obligations, will be deducted (to be calculated by methodologies yet to be agreed):
2. UK share of EU assets estimated at €17bn to €23bn
3. EU spending commitments to the UK to 2020 estimated at €29bn

Using these figures, the estimate of UK’s likely financial settlement (+1-2-3), using the widest possible range of 
outcomes, would be: €34bn to €68bn.

2. EU budget and UK contribution

Source: http://bruegel.org/2017/03/the-uks-brexit-bill-what-are-the-possible-liabilities/ 

RBAS - October 2017  Brexit fact-base
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UK’s financial settlement with EU (2/2)
The Prime Minister’s Florence speech on 22 September 2017 confirmed that “The UK will honour commitments it 
has made during the period of our membership.”

However, the UK has not published a position paper on the financial settlement.

There is a useful House of Commons Paper 8039, Brexit: the exit bill, published 25 September 2017, which 
summarises an understanding of the UK approach, which has been legalistic and line-by-line.

As the paper says: 

“There is some debate over whether the UK would be legally liable for any of the EU’s outstanding financial 
commitments once it left the EU. A Lords Committee recently considered the issue and found that the most 
persuasive argument was that the UK would not be legally liable. 

However, the same committee also concluded that if the UK were to simply leave without making any 
payments the economic and political consequences could be ‘profound’.”

2. EU budget and UK contribution

RBAS - October 2017  Brexit fact-base

Note: The cost of the one-off financial settlement will be much smaller than the costs to the UK 
of giving up membership of the EU Single Market for an inferior, UK-EU preferential trade 
agreement, which would last for years.
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3. Economic context
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3. Economic context

Section contents

EU and UK GDP compared to other countries

UK industry sector economic contribution

Sectoral output trends

Business activity

Employment

UK productivity

Real wage growth since 2008

Exchange rate trends

FTSE 100 

Inflation forecast

Economic outlook

This section contains a collection of economic facts 
and figures relevant to Brexit. 

For a more comprehensive view on the UK economy 
and its prospects, please refer to a reputable 
economic outlook.
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EU and UK GDP compared to other countries

Source: IMF
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UK - $2.6tn
3.5%

3. Economic context

• In 2016, the EU ranked second by size of 
nominal GDP, behind the US and ahead of 
China.

• EU nominal GDP has declined as a 
percentage of global GDP while China, India 
and Brazil have grown.

• In 2016, the UK ranked 5th with the EU 
treated as one entity. Treating the EU as 
separate countries, the UK also ranked 5th

behind Germany, but ahead of France.

• If GDP is measured using the Purchasing 
Power Parity (PPP) method, China ranked 
1st, ahead of the US in 2nd, with the UK 
ranked 9th.
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UK industry sector economic contribution
• The service industries made up 80% of UK total 

economic output in 2015, measured in Gross Value 
Added (GVA), equivalent to £1.33 trillion of the total 
£1.67 trillion.

• Manufacturing provided £162 bn GVA,10% of 
total.

• Construction provided £102 bn GVA,6% of total.

• The largest services sub-sector is the government, 
health, education and defence sector, which 
contributed £295 billion or 18% of the total in 2015.

• The professional and support services industry 
contributed £205 bn GVA in 2015, 12% of the 
total.

• The finance and insurance services industry 
contributed £120 bn GVA, 7% of the total in 
2015.

• The retail and wholesale industries contributed 
£182 bn GVA, 11% of the total.

• Employment by industry is broadly in-line with output. 
In 2014:

• Service industries employed 23.8 million people, 
85% of UK workers

• Manufacturing employed 2.4 million people, 8% 
of the total

• Construction industry employed 1.3 million 
people, 4% of the total
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Source: House of Commons Library, Industries in the 
UK, 15 August 2016. ONS GVA statistics.

3. Economic context

Definition of Gross Value Added
The economic output of part of the economy, such as an industry can be 
measured and compared using Gross Value Added (GVA), a measure of 
economic activity that is similar to GDP. 
In brief, GVA is the contribution of part of the economy, minus any costs 
incurred. Value added forms the basis out of which salaries and wages are 
paid, and profits are earned for shareholders.
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Sectoral output trends
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Source: PwC, UK Economic Outlook, July 2017

3. Economic context
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Business activity
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3. Economic context

Source: PwC, UK Economic Outlook, July 2017
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Employment (1/2): employment rates
• The proportion of people aged from 16 to 

64 in work is known as the employment 
rate. Figure 2 shows the employment 
rates for people, men and women aged 
from 16 to 64 since comparable records 
began in 1971. 

• For the latest time period, January to 
March 2017, the UK employment rate for 
people was 74.8%, the highest since 
comparable records began in 1971.

• The UK employment rates for people, 
men and women have been generally 
increasing since early 2012. 

• The lowest UK employment rate was 
65.6% in 1983, during the economic 
downturn of the early 1980s. 
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3. Economic context



35

Employment (2/2) - non-UK employment

• Since 2009, the number of non-UK, non-
EU nationals working in the UK has 
been broadly flat but the number of non-
UK EU nationals has continued to 
increase.

• For January to March 2017, there were 
5.64 million workers born abroad, but 
the number of non-UK workers was 
much lower at 3.55 million. (This is 
because the estimates for people born 
abroad include many UK nationals).

RBAS - October 2017  Brexit fact-base

3. Economic context
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UK productivity
• Output per hour worked in the UK was 

15.9% below the average for the rest of 
the G7 advanced economies in 2015; this 
compares with 15.8% in 2014.

• Output per worker in the UK was 16.6% 
below the average for the rest of the G7 
in 2015.

• Compared with the rest of the G7, the UK 
had below average productivity growth in 
both output per hour and output per 
worker terms in 2015.

• Output per hour was lower in all G7 
countries in 2015 than would have been 
the case if pre-downturn trends had 
continued since 2007.

• The UK’s “productivity puzzle” – the 
difference between post-downturn 
productivity performance and the pre-
downturn trend – was 15.2% in 2015; this 
was the largest in the G7 and was double 
the average of 7.5% across the rest of the 
G7.
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Source; ONS -
https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/bulletins/internationalcomparisonsofproduc
tivityfinalestimates/2015

3. Economic context
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Real wage growth (1/2) – EU major economies since 2007
• UK real wage growth has been weakest among major EU economies since 2007. 
• High inflation driven by a weak £ has been a major factor.

RBAS - October 2017  Brexit fact-base

3. Economic context
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Real wage growth (2/2) – world economies since 2008 
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• Between 2008 and 2015, UK real wages fell by 1% a year. This puts the UK 103rd out of 112 countries 
for wage growth over the post-crisis period (International Labour Organisation figures). The average wage 
growth across all countries was +2.3% a year and the median +1.6%.

• Normally less advanced countries grow faster than advanced countries. The chart below marks out in blue 
advanced countries using OECD membership. 

• These begin with Poland, ranking some way down at 38th; the majority of OECD countries then are 
arranged from the middle or 50th percentile to the 90th percentile. 

• The very worst performances are also by developing countries, except for poor Greece. The next worst 
advanced country for wages is the UK (and then Italy).

Source: http://touchstoneblog.org.uk/2017/02/uk-103rd-112-global-ranking-real-wage-growth-since-crisis/
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3. Economic context
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Exchange rate trends
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3. Economic context

May 2015 is relevant for its General Election result as referendum was part of the Conservatives’ manifesto.

Source: PwC, UK Economic Outlook, July 2017

May ‘15 23 Jun‘16 24 Jun ‘16 30 August 2017

£ £ £ £ vs May 2015 vs 23 Jun 2016

EUR c1.40 1.31 1.21 1.08 -23% -18%

USD c1.55 1.49 1.37 1.29 -17% -13%
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FTSE 100

May 2015  c7,000

22 June 2016  6,261

(23 June 2016 6,338)

13 October 2017  7,556

Source: London Stock Exchange, 
http://www.londonstockexchange.com/exchange/prices-and-markets/stocks/indices/summary/summary-indices.html?index=UKX
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3. Economic context

• The FTSE 100 is a relevant indicator as many UK pension funds and savers invest in it (and other assets or 
indices).

• By 13 October 2017 it had increased by c20% since June 2016 (c8% since May 2015). 
• Around 80% of FTSE100 earnings are earned overseas, so, when sterling weakens, the FTSE increases. 
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Economic outlook (1/4): UK inflation forecast
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Source: PwC, UK Economic Outlook, July 2017

3. Economic context
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Economic outlook (2/4): global GDP growth forecasts for 2017

Brexit fact-base

3. Economic context

RBAS - October 2017  
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Economic outlook (3/4): change in economic growth forecasts 
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• The economic outlook for 2017 and 2018 
has been improving for most countries, 
but not the UK.

• In October 2017, the IMF singled Britain 
out as a “notable exception” to an 
improving global economic outlook, as it 
confirmed a cut to its long-term forecast 
for UK growth and said negative effects 
of Brexit were beginning to show.

• IMF reduced its UK long-term growth 
outlook, from an estimated annual growth 
rate of 1.9 per cent to 1.7 per cent. 

• IMF also reduced the UK’s growth 
forecast for this year, by 0.3 percentage 
points, to 1.7 per cent, while raising the 
forecasts for Germany, France and Italy. 

• IMF’s October forecasts are slightly more 
optimistic than the current consensus.

Sources: 
FT, 10 October 2017
IMF, World Economic Outlook, October 2017

3. Economic context
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Economic outlook (4/4): growth and inflation – 2017 EU snapshot
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3. Economic context

• UK has the slowest growth and the highest inflation of any major EU economy.
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4. Trade
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Section contents

Overview of world trade (overviews of global trends, EU trade, UK trade)

Trade arrangements (FTA, customs unions, WTO, membership of Single Market  vs access)

European trading frameworks (EEA and EFTA, existing options, comparison with UK objectiives)

UK’s main trading partners

UK’s main trading sectors

UK trade with EU (EU/non-EU imports and exports; integrated supply chains; importance of UK to EU)

Post-Brexit trade deals (UK outside EU; priority countries; timing and infrastructure)

750 international agreements that need to be replaced

4. Trade
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• International trade can be broadly distinguished between trade in goods and services. The bulk of international trade concerns 
physical goods, while services account for a much lower share (just over 31% in 2015). See Chart 1.

• World trade in goods has increased dramatically over the last decade, rising from about $10 trillion in 2005 to more than $18.5 
trillion in 2014 to then fall to about $16 trillion in 2015. Trade in services greatly increased between 2005 and 2015 (from about 
$2.5 trillion to almost $5 trillion). (Chart 1). Trade grew slowly in 2016, but more strongly in 2017.

• Developed countries' relative importance as suppliers in international markets is declining, but they still account for about half of 
the value of exports of goods and about two thirds of exports of services. (Chart 2).

• The increase in world trade between 2004 and 2014 was largely driven by the rise of trade between developing countries 
(South–South) (Chart 3). By 2014, the value of South–South trade had reached almost $5.5 trillion, close to that of trade 
between developed countries (North–North).

• North-South trade may be a growth area, but within it the UK will need to compete effectively against the EU27, the US, China 
and other developed countries.

4. Trade

RBAS - October 2017  Brexit fact-base

Overview of world trade (1/4): global trends

Chart 1 Chart 2 Chart 3

Source: UNCTAD, Key Statistics and Trends in International Trade 2016, February 2017
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Overview of world trade (2/4): main players in trade of goods

2015 - €bn

RBAS - October 2017  Brexit fact-base

4. Trade

UK extra-EU imports (2016): €284bn
UK extra-EU exports (2016): €194bn

250
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• The exports of the 28 EU member states (€6.7bn in 2016) are dominated by goods (€4.86bn or 72.4%) and 
intra-EU trade (€4.2bn or 61.8%).. This is because of the proximity of EU trade partners, and the benefits of 
the Single Market, which make trade within the EU very easy to do. See Chart 1 for exports in € and Chart 2 
for percentages

• Services are growing as a proportion of EU exports - growing by 42% between 2010 and 2016 from €1.3bn to 
€1.85bn, accounting for 27.6% in 2016 up from 25.0% in 2010.

• The extra-EU proportion of goods and services exports increased between 2010 and 2016 from 36.9% to 
38.2% (from €1.8bn to €2.6bn). This reflects trade with the faster growing trading economies outside the EU 
such as, China, India and South Korea. The US is a very important trade partner for the EU.

4. Trade
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Overview of world trade (3/4): EU trade

Chart 1 Chart 2
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• The UK’s trade surplus with non-EU countries has 
been growing while the UK’s trade deficit with the 
EU has also been growing (Chart 1).

• Services only account for about 33% of UK trade 
(in other words, services trade is about half goods 
trade), despite 80% of the UK’s economy being 
devoted to services. About 43% of UK services 
trade is with the EU (Source: Eurostat).

• Seven of the UK’s top ten export destinations for 
goods are in the EU. (Eight are in the EEA, which 
includes  Switzerland). (Chart 2).

• The top ten export destinations for goods account 
for 63% of UK goods exports and 65% of imports.

• In 2016, the US is the UK’s largest single national 
export destination for UK goods (15.7% of exports), 
followed by Germany (10.9%)  and France (6.4%).

4. Trade
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Overview of world trade (4/4): UK trade
Chart 1

Chart 2
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Trade arrangements (1/3): FTA and customs union

RBAS - October 2017  Brexit fact-base

Free trade agreement
• An FTA is an agreement which generally aims to abolish tariffs and non-tariff trade barriers between its members. Some trade 

agreements are between two countries and others involve more – for example regional deals. An FTA differs from a customs 
union in not requiring its members to set the same tariffs on trade with countries outside the union.

• FTAs that mostly deal with border measures, such as tariffs and customs arrangements, are called “shallow” agreements. FTAs 
that include rules on other domestic policies are referred to as “deep” agreements. Common topics include competition policy, 
intellectual property rights, investment and movement of capital. Some FTAs cover issues such as environmental laws, labour 
market regulations and measures on visa and asylum.

• There is a move towards deeper FTAs. However, most do not go as far as the Single Market in removing barriers to trade.

• Examples:   NAFTA (US, Canada, Mexico), 
Asean FTA (Brunei Darussalam, Indonesia, Malaysia, Philippines, Singapore and Thailand plus newer members: 
Cambodia, Laos, Myanmar and Viet Nam), 
Dominican Republic-Central America Free Trade Area (CAFTA-DR) (US, Costa Rica, El Salvador, Guatemala, 
Honduras, Nicaragua and the Dominican Republic), 
EFTA (Norway, Iceland, Switzerland and Liechtenstein)

Customs union
• A customs union is only relevant for trade in goods as there are no tariffs on services.
• A key characteristic of a customs union is the common external tariff (CET). The CET distinguishes a customs union from a free 

trade area.
• All members of a customs union apply the same set of tariffs on goods imported from outside the union. Goods will therefore be 

subject to the same tariffs irrespective of which member country imports them. Once inside the customs union, goods may move 
tariff-free between its members without the need for checks on the origin of goods

• Exports of goods to the EU from countries outside its customs union are still subject to rules of origin checks even if they have an 
FTA with the EU. Also, EU member states are prevented from pursuing bilateral FTAs with non-EU countries.

• Examples: Gulf Cooperation Council (GCC), West African Economic and Monetary Union (WAEMU), Central American Common 
Market (CACM), Caribbean Community (CARICOM), Andean Community (CAN), Southern Cone Common Market (Mercosur).

Source: World Bank, https://siteresources.worldbank.org/INTRANETTRADE/Resources/C5.pdf, Customs Unions, (Soamiely
Andriamananjara) 

4. Trade



51

Trade arrangements (2/3): World Trade Organisation
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World Trade Organisation

If there is no trade agreement between the UK and EU (and between the UK and anywhere else) when the UK leaves the EU, the 
UK would have to adopt WTO terms, The UK would then have to apply the same tariffs and other measures to all imports, 
including those from the EU.

The WTO has 163 members including all the world’s leading economies. The UK is a member in its own right, but the EU acts at 
the WTO on behalf of EU member states. To become a fully independent member, Britain would need to have its own 
“schedules”, WTO-speak for the list of tariffs and quotas that it would apply to other countries. On Brexit, the UK will need to have 
its own schedules. But, for those schedules to be certified, there must be no objections by any of the other 162 WTO members. 
Britain would probably keep its schedules precisely as they were under the EU, including maintaining the EU’s common external 
tariff, which is applied uniformly by member states to imports from third countries. The WTO processes for any changes would 
require careful navigation.

“Some have speculated that the ability of any member of the WTO to veto proposed changes would mean the UK was at 
the mercy of countries playing politics with ulterior motives, say by Argentina over the Falklands or by Spain over Gibraltar. 
As such, the WTO was another ironic example of a process supposedly about “taking back control” handing real power of 
the UK’s post-Brexit fate to the whims of outside powers.”  David Allen-Green FT 28 February 2017

On 5th October 2017, the US and other countries, including Argentina, Brazil and New Zealand objected to a deal between the UK 
and EU to divide valuable agricultural import quotas between the EU and the UK.

Under WTO rules, there can be no special treatment for particular countries. Under the principle of Most Favoured Nation (MFN), 
a lower customs duty offered by one member of the WTO to another country must be extended to all other WTO 
members. However, a country may enter into an FTA or customs union granting more favourable treatment to the participants. 

The country must observe the relevant provisions of the WTO agreements to ensure the FTA complements the WTO system. For 
example, sector-specific agreements are not permitted: there could be no deals just for Nissan or for cars (or components) from 
Germany. Similarly, the WTO would disapprove of channelling government money to boost exports. Trade agreements must also 
cover a substantial portion of trade, which means that they are complex and take years to negotiate. The WTO has over 900 staff 
and two of its key roles are to advise on trade agreements and to resolve disputes between members.

The Economist summed it up:
“The WTO option may seem like an easy way out for post-Brexit Britain, but that road is in reality covered with bumps.”

4. Trade

Source: Economist, https://www.economist.com/blogs/economist-explains/2017/01/economist-explains-4
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Trade arrangements (3/3): Single Market membership versus access
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Membership versus access for the UK

Full ‘membership’ of the EU Single Market substantially reduces the costs of trade within the EU. Whilst some costs such as 
transport costs and cultural barriers such as language remain, the Single Market eliminates tariffs (border taxes) and 
customs checks and, importantly, reduces non-tariff barriers, which are particularly important for services trade. 

Whilst any country has ‘access’ to the EU as an export destination, membership of the Single Market reduces non-
tariff barriers in a way that no existing trade deal, customs union or free trade area does.

If the UK joined the European Economic Area (EEA), we would enjoy near-full membership of the Single Market but likely be 
obliged to accept EU regulations and free movement of people and make a budgetary contribution. Obtaining membership of 
the Single Market without meeting these conditions would be unprecedented.

Beyond the EEA, the UK could seek a type of ‘free trade agreement’ (FTA) with the EU. This would likely mean better 
‘access’ relative to a situation with no agreement by substantially reducing, and potentially eliminating, tariffs on goods. 
Some trade agreements, such as the EU–Canada deal, also reduce some non-tariff barriers on services, though such deals 
are rare, harder to agree and stop well short of the kind of service access conferred by membership of the Single Market.

Service trade does not tend to be affected by tariffs or customs checks – so non-tariff barriers are especially important. 
The Single Market has focused increasingly on smoothing trade in services in the last two decades. For UK service exports, 
the EU is by far the largest market accounting for almost 40%, whereas emerging economies such as Brazil, Russia, India 
and China together account for less than 5%.

Trade deals that cover services are still relatively rare and they are time-consuming to agree.

4. Trade

Source: Institute for Fiscal Studies, https://www.ifs.org.uk/publications/8411, August 2016
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EU EFTA – Iceland, Norway, Liechtenstein & Switzerland  

4. Trade
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European trading frameworks (1/3) – EEA and EFTA

http://www.sfbvg.ch/xml_3/internet/EN/application/d50/f60.cfm

• The European Free Trade Association (EFTA) is 
an intergovernmental organisation set up for the 
promotion of free trade and economic integration 
to the benefit of its four Member States (Iceland, 
Norway, Liechtenstein & Switzerland). 

• European Economic Area (EEA) provides for the 
free movement of persons, goods, services and 
capital within the Single Market of 
the EU between its 28 member states, as well as 
three member states of EFTA: Iceland, 
Liechtenstein and Norway.

• The EEA agreement is very limited compared to 
EU membership. Among other things, the EEA 
agreement does not include:

• EU Customs Union and trade agreements 
with third countries.

• Common Agricultural Policy.
• Common Fisheries Policy. 

• To ensure unified application of EEA rules, the 
EEA EFTA States established the EFTA 
Surveillance Authority and the EFTA Court, which 
mirror the surveillance functions of the European 
Commission and the competences of the ECJ. 

• See http://www.efta.int/faq for more detail on 
EFTA and differences with EEA and EU.
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European trading frameworks (2/3) – existing options
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Model 1. EEA and EFTA
member

2. EFTA member 
(not EEA)

3. Customs
union

4. Free trade
agreement

5. WTO

Examples Norway,
Iceland,
Liechtenstein

Switzerland Turkey,
Andorra, 
San Marino

Canada US,
China

Summary Remain a member of 
the Single Market.

Bilateral treaty with
EU as a member of
EFTA but do not join
EEA. 

Tariff-free trade for 
goods (does not 
apply to agricultural
goods or services).

Tariff-free trade with 
EU in goods and 
reduced barriers for 
some services.

Apply WTO tariffs in 
all trade with other 
WTO members
(including the EU). 

Implications Keep four EU 
freedoms of labour, 
capital, goods and
services. 
Contribute to EU 
budget.
Comply with EU 
regulation (e.g. 
social, employment
and product) but 
have limited 
influence over it.

Access to some 
areas of Single
Market (not
agriculture or
fisheries) but comply 
with relevant EU reg.
standards.
Make contributions 
to EU programmes.
Tailored free 
movement and other 
bilateral agreements.
(Switzerland has 
over 100 bilateral 
agreements with EU)

No tariffs or quotas 
on goods traded with 
EU. 
Apply EU tariffs on 
goods imported from
outside EU.
Comply with EU
rules on items going 
to EU (including 
environment, 
competition etc.)

Gain preferential 
access to Single
Market, for goods 
and some services.
Although there would 
be more non-tariff 
barriers for services 
trade than there are 
as a member state.

Only WTO terms are
applied - goods and 
services carry tariffs 
into the EU (treated 
in the same way as
e.g. US imports).
Less access to EU
market than EEA, 
EFTA or through an 
FTA. 
Bilateral agreements 
likely to be needed,
too.

Single Market member Yes No No No No

Independent trade policy Yes Yes No Yes Yes

• The UK is seeking a bespoke deal with the EU which would be different to the existing models. 
• The main features of existing models, other than full EU membership, are summarised below. 
• Please note that the table does not cover all considerations.

4. Trade
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European trading frameworks (3/3): options and UK objectives
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• The table below summarises the main UK-EU trade options against the PM’s objectives. 

4. Trade

Source: Institute for Government, https://www.instituteforgovernment.org.uk/explainers/options-uk-trading-relationship-eu, 



56

UK’s main trading partners (1/3): goods and services
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Panel A – UK exports
• Germany is the main destination country for 

goods, accounting for 13% of the UK’s exports
• The other top four destination EU countries are 

France, the Netherlands, Ireland and Spain. 
• Outside the EU, the US is the main destination 

country for goods, absorbing 12% of UK 
exports, followed by China, Canada, Russia 
and Australia. 

• The main markets for UK services are US 
(12%), Ireland (10%), Germany (8%), 
Luxemburg and the Netherlands, all importing 
more than 5 percent of UK services

Panel B – UK imports
• Germany is the main source country for goods, 

accounting for 15% of the UK’s imports The 
Netherlands, France, Belgium and Italy are in 
the top five source countries. 

• UK imports from outside the EU come mainly 
from China (8%), US (7%), Japan, India and 
Canada. 

• The main source of services is the US, 
representing 29% of UK imports. All other 
sources are much less relevant, being 5% or 
less. 

Source: World Bank, Policy Research Working Paper 7947, Deep Integration and UK-EU Trade Relations, January 2017
Note: the study used a 2011 data set for these charts so figures will differ from others quoted in this section.

4. Trade
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UK main trading partners (2/3): are the UK’s nearest neighbours
4. Trade

RBAS - October 2017  Brexit fact-base



58

23%

13%

13%12%

9%

7%

6%

17%

UK exports of goods and services to EU 2015 - top 7 EU destinations

Germany

France

Source: HMRC | OTS

NetherlandsIrish Republic

Belgium

Spain

Italy

Other

4. Trade

RBAS - October 2017  Brexit fact-base

UK main trading partners (3/3): EU export destinations
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UK’s main trading sectors
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• For services, two sectors stand out as the most 
important exports: financial intermediation and 
business services. While roughly half of the value of 
financial intermediation is provided to the EU, 
almost two-thirds of the value of business activities 
is consumed by other EU countries. 

• Renting of machinery and equipment and other 
business services are the most imported services 
and more than half of the value comes from non-EU 
countries. 

• Tourism-related and financial services are among 
the top imported sectors, mainly from outside the 
EU, but in terms of value they account for only 
about half of the business services sector. 

• For goods, the most important exporting sector for 
the UK is transport equipment, followed by 
chemicals and electrical equipment.

• More than half of transport equipment exports go 
outside the EU while chemicals are exported mainly 
to other EU countries. Fuels and machinery 
complete the list of the top 5 exported goods. 

• Transport and electrical equipment are also the 
largest imported goods in the UK and more than 
half of the value comes from other EU countries. 
Imports of mining, food and chemicals are also 
relatively important for the UK. 

Source: World Bank, Policy Research Working Paper 7947, Deep Integration and UK-
EU Trade Relations, January 2017
Note: the study used a 2011 data set for these charts

4. Trade
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Source: HoC library, Statistics on UK-EU trade, August 2017

4. Trade
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• 43.9% of UK exports in goods and services went 
to other countries in the EU in 2016 - £241bn out 
of £548bn total exports.

• That EU share has declined gradually from 
50.3% in 2008, as exports to other countries 
have increased at a faster rate. This trend 
reflects the growth of economies outside the EU 
and the long-lasting impact of the financial crisis 
on EU economies.

• A further 13% (approx.) of UK exports were with 
the 53 countries with which the EU has 
Preferential Trade Agreements (including non-EU 
EEA countries) (2015).

• In 2015, the US accounted for approx. 20% of 
UK exports, the BRICs countries 7% and the 
Commonwealth 9%.**

• The Irish Republic accounted for 5% of total UK 
exports (12% of UK exports to the EU).

*Brazil, Russia, India, China and South Africa 
**Source: ONS

UK trade with EU (1/4): EU and non-EU exports
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• UK imports more from the EU than it 
exports and the gap has been widening 
to £71bn in 2016. This was made up of a 
£24bn surplus on services and a deficit 
of £95bn on goods. (See Chart 1).

• Most of the UK’s trade is in goods, even 
though services dominate the domestic 
economy. 

• There is a large and growing trade deficit 
in goods, but a smaller and growing 
surplus in services trade (see Chart 2).

4. Trade
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UK trade with EU (2/4): imports and exports  

211
194

212
194

216
242 229 228 230 230 241241 229

245
223

247
264 272 285 288 291

312

0

50

100

150

200

250

300

350

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

UK trade with EU (£bn)

EU exports EU imports

Source: HoC library, Statistics on UK-EU trade, August 2017

0
50

100
150
200
250
300
350
400
450

2010 2011 2012 2013 2014 2015 2016

UK trade with EU : goods and services 
€bn

Goods exports Goods imports Services exports Services imports

Source: Eurostat

Chart 1

Chart 2



62

UK trade with EU (3/4):  integrated supply chains
• Imports and exports are linked through 

the flow back and forth of intermediate 
products (components, assemblies etc.).

• Intermediate exports and imports 
account for an increasing proportion of 
UK goods trade. Between 2000 and 
2011, two-thirds of the growth in UK 
exports came from exporting parts, not 
finished articles (see chart). 

• Nearly a quarter of the value of UK 
exports comes from imports. In the 
automotive sector, this figure is much 
higher – 44% of its exports value comes 
from imports.

• While the EU accounts for around half of 
the UK’s total exports, it accounts for 
60% of UK exports of intermediate 
goods.

• Integrated supply chains and the 
economic activity arising from them will 
be put at risk if costs are introduced into 
UK–EU supply chains through tariffs or 
non-tariff barriers. Clearly important 
exports of UK goods to the US depend 
on UK imports from the EU.

RBAS - October 2017  Brexit fact-base

Source: Institute for Government, Frictionless trade? What Brexit means for cross-
border trade in goods, August 2017
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• The value of trade (imports and exports) between 
the EU 27 is much greater than the value of EU 
trade with the UK. In 2016, the EU’s trade with the 
UK accounted for only 8.3% of the EU’s intra-EU 
trade (i.e. 91.7% of trade in the EU was with other 
EU countries). See Chart 1 – right-hand bars.

• Intra-EU trade included €3,984 billion of imports in 
2016. Of this, the UK imported €379 billion (9.5% 
of the EU total) of goods and services from the 
EU. Trade with other countries outside the EU was 
just over €2 trillion. Frictionless trade within the EU 
is easier than trading with rest of the world. See 
Chart 2.

• Exports to the EU are critical for the UK economy. 
The UK’s exports of goods and services to other 
EU countries were worth about 12% of the value 
of the British economy in 2015.  

• By contrast, exports from the rest of the EU to the 
UK were worth about 3-4% of the size of the EU27 
economy in 2015.

4. Trade
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UK trade with EU (4/4): importance to the EU of UK trade
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Recap - why have an FTA?
1. Boost trade by removing barriers:

a) Reduce or remove tariffs, taxes that are applied only to imports
b) Reduce the non-tariff barriers - cost to business of complying with multiple regulations (e.g. trade 

regulations, labelling rules, unfair government subsidies)
c) Ban discrimination against foreign firms or limits on how much business they can do
d) Open up government purchasing to bids by foreign business
e) Establish a specified level of protection for intellectual property

2. Encourage inward investment
3. Protect labour rights – child labour/exploitation/union membership

Considerations for the UK outside the EU
1. UK cannot complete trade agreements outside Europe before leaving the EU. 
2. UK cannot negotiate seriously until the UK and others know more about our future relationship with the EU, 

for example on a customs arrangements or regulatory equivalence. 
3. The UK’s new trade agreements with the EU and with other countries are inextricably linked, because what 

we agree with one will affect the options available with others. 
4. FTAs are difficult to land. 

• Australia took ten years to agree an FTA with China, and India took six years with ASEAN.
• In China and other BRICS markets, there are bureaucratic or political hurdles, which can include 

onerous customs requirements, language barriers, legal uncertainty and discriminatory tax.
• Negotiation of trade deals with some countries may involve risks of bribery and corruption.

5. Even if the UK negotiates agreements successfully with countries that the EU does not, the UK will only 
achieve a temporary advantage. The scale of the Single Market means that in most cases the EU will be 
able to negotiate superior terms (possibly quicker than the UK) and put the UK at a competitive 
disadvantage.

4. Trade
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Post-Brexit trade deals (1/4) – considerations for UK outside EU
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1. EU has 67 countries covered by agreements in force including South Korea, Mexico and Switzerland. These 
include 32 Commonwealth countries, mainly in Africa and the Caribbean, that are covered by EU free trade 
agreements. Three of those agreements are customs unions and the rest are differing types of free trade 
agreements.

2. The EU has signed a total of 45 agreements with 91 countries.  40 of those agreements with 67 countries are 
in force, or at least partially in force.
The EU has also reached an agreement in principle for an Economic Partnership Agreement with Japan (7% 
of world GDP).

3. There are three main types of agreements:
• Customs Unions: eliminate customs duties in bilateral trade; establish a joint customs tariff for foreign 

importers.
• Association Agreements, Stabilisation Agreements, (Deep and Comprehensive) Free Trade Agreements 

and Economic Partnership Agreements: remove or reduce customs tariffs in bilateral trade.
• Partnership and Cooperation Agreements: provide a general framework for bilateral economic relation 

but leave customs tariffs as they are.

4. The EU is negotiating “Trade in Service” agreements (TISA) with 23 WTO members. The participating 
countries account for about 70% of world trade in services. 21 negotiating rounds have taken place, but there 
is no agreed deadline for finishing the negotiations. 

(see: http://ec.europa.eu/trade/policy/in-focus/tisa/

The agreements and countries mentioned above are listed in Appendix E.

You can also find more details at: http://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/#_partly-in-place

4. Trade
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Post-Brexit trade deals (2/4) – current EU status
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Post-Brexit trade deals (3/4) – priority countries

• If we lose 10% of our EU trade, we would need a 50% increase with the BRICs just to stand still.

• Of the UK’s top 50 export markets for goods in 2015, 10 are covered by EU trade agreements. Of the other 40, 
18 are other EU members and 22 are countries with whom the EU has no trade agreement in force. There is, as 
yet, no trade agreement with the US which is the UK’s largest goods export market. 

• This implies that the UK would need to negotiate trade agreements with the EU and 32 countries to cover the 
UK’s top 50 export markets.

• Priorities for the UK will be:
• US because of its scale
• Norway, Switzerland and South Korea: to replace our existing preferential arrangements with them;
• Maintaining our trading relationship with the Republic of Ireland (because of scale and proximity).

• Australia and New Zealand are keen for bilateral trade agreements, but they are relatively small economies with 
small populations and between them account for less than 2% of UK exports.

• China and India: we have have been losing market share in India to Germany and France. In China, Germany 
does 4-5 times more trade than the UK.

• 32 Commonwealth countries are covered by EU foreign trade agreements or have tariff-free access to our 
markets. As a result:

• Until we negotiate new agreements we risk having worse trading terms with the Commonwealth countries 
than the EU. 

• The UK will also no longer be able to champion their access to the EU market. 

RBAS - October 2017  Brexit: facts to consider
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Source: Chatham House, Bracing ourselves for Brexit, Sir Simon Fraser, April 2017
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Post-Brexit trade deals (4/4) – timing and infrastructure
Timing

• Donald Tusk, the European Council president, has said many times that the negotiation and ratification process of an FTA 
with the UK could take between five and seven years.

• The EU-Canada deal, took seven years to negotiate and was about 22 years in the making.

• A trade agreement cutting across policy areas in the preserve of member states would be classed as a “mixed agreement” 
and require unanimity in the Council, a majority in the European Parliament, and ratification in all 27 national parliaments 
as well as in some regional parliaments. That is 36 legislatures, each with a veto.

• Other countries are unlikely to enter into detailed trade discussions with the UK until the EU-UK trade deal is agreed.

Infrastructure

• Trade agreements need specialist skills. As of 1 October 2017 the total number of staff in DG Trade at the European 
Commission was 697 (many with deep trade experience). The group not only negotiates but also maintains and monitors 
trade deals for the EU.  (Source: DG Trade and Europe Direct, October 2017).

• In November 2016, the DIT launched a recruitment drive for almost 100 extra trade officials. In June 2017, the 
appointment of a senior trade negotiator was announced. The DIT faces a challenge in building up expertise given the 
volume of trade and other agreements (750 – see following slide) that will need to be negotiated, many at the same time. 

• In addition to trade deal negotiation, new public sector infrastructure will be required to maintain and monitor compliance 
with trade agreements. HMRC will need to be equipped to collect tariffs.

• UK-based businesses will need to create their own trade infrastructure. Large and small companies will need to recruit 
trade specialists and build new capabilities to deal with the complexities of trade outside membership of the EU.

• While the UK is a member of the EU, UK-based small and medium-sized businesses (SMEs) benefit from the 
administrative ease of operating cross-border in the EU. SMEs are likely to be particularly disadvantaged by Brexit as they 
do not have, and many probably cannot afford, the expertise to deal with the new administrative burden of import duties; 
transit documentation; additional VAT considerations etc. For EU-based businesses, UK SMEs will become less attractive 
to deal with.

RBAS - October 2017  Brexit: facts to consider
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750 international agreements that need to be replaced (1/2)
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• On Brexit day, 750 agreements that the EU has 
with 168 countries will fall away (according to 
research by the FT). This is in addition to any new 
FTAs.

• By law Britain will overnight be excluded from 
those EU arrangements with “third countries”, 
entering the equivalent of a legal void in key parts 
of its external commercial relations. 

• Britain’s exit will open more than 750 separate 
time-pressured mini-negotiations worldwide with 
non-EU countries. 

• “We are talking about an enormous number of 
complex acts that we rely on today,” says Lord 
Hannay, Britain’s former EU ambassador. “The 
challenge of replacing them falls in the same 
category as Alice in Wonderland running furiously 
to stand in the same spot.”

Source: FT, After Brexit: the UK will need to renegotiate at least 759 treaties 30 May 2017, Paul Mclean

4. Trade
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• Through analysis of the EU treaty database, the FT 
found 759 separate EU bilateral agreements with 
potential relevance to Britain, covering trade in 
nuclear goods, customs, fisheries, trade, transport 
and regulatory co-operation in areas such as 
antitrust or financial services. 

• This includes multilateral agreements based on 
consensus, where Britain must re-approach 132 
separate parties. 

• Some additional UK bilateral deals, outside the EU 
framework, may also need to be revised because 
they make reference to EU law.

• The logistical challenge will be immense. Overall, 
the FT estimates that the UK will need to approach 
160 countries.

• “Each agreement must be reviewed, the country 
approached, the decision makers found, meetings 
arranged, trips made, negotiations started and 
completed — all against a ticking clock and the 
backdrop of Brexit, with the legal and practical 
constraints that brings. Most inconvenient of all, 
many countries want to know the outcome of EU-UK 
talks before making their own commitments.”

Source: FT, After Brexit: the UK will need to renegotiate at least 759 treaties 30 May 2017, Paul Mclean

750 international agreements that need to be replaced (2/2)
4. Trade
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5. Immigration

RBAS - October 2017  Brexit fact-base

Section contents

EU citizens in UK

Share of foreign nationals in UK population

UK immigration trends – EU, non-EU and British

Impact of the UK’s ageing population

EU law regarding free movement

Migrant workers (1/3) - by industry sector - 2016

(2/3) - additional sector detail

(3/3) - skill levels - 2016

Impact of EU citizens on UK economy

Tax contribution of EU citizens

Impact on public finances of reduced migration

5. Immigration



71

EU citizens in UK  - summary

c.3.2 million EU citizens in the UK

• Around 3.2 million people living in the UK in 2015 were citizens of another EU country. That’s about 5% of the 
UK population. 

• Around 2.3 million nationals of other EU countries are in work, as of earlier this year. That’s about 7% of people 
in work—the highest on record.

• Figures from 2016 suggested just over half—around 1.6 million—of the EU nationals living here arrived between 
2006 and 2014.

• EU nationals of working age are more likely to be in work than UK nationals and non-EU citizens. About 80% of 
working age EU citizens in the UK are in work, compared to around 75% of UK nationals and 62% of people 
from outside the EU.

c.1.2 million people from the UK live in the rest of the EU

• Figures for 2015 suggest that 1.2 million people born in the UK live in other EU countries.

Source: https://fullfact.org/immigration/eu-migration-and-uk/

RBAS - October 2017  Brexit fact-base
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Share of foreign nationals in UK population
Share of foreign nationals in the total population of EU member states in 2015

GB – 8.4%

5. Immigration
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Source: Statista, https://www.statista.com/statistics/266170/share-of-foreign-nationals-in-eu-member-states/
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UK immigration trends (1/4) - EU/non-EU and British

Source: ONS

Level of net migration from EU appears to have peaked in 2015 (2016 – 50,000 fewer)

5. Immigration

64 58
77 82

83
123

175 183
133

187

185

218
204

157 144

194 189

176

-88

-44 -43
-71 -63 -58 -56

-40
-60

163

199
252

215
177 209

313 332

249

-150 

-100 

-50 

0

50

100

150

200

250

300

350

400

2008 2009 2010 2011 2012 2013 2014 2015 2016

Net migration trends

EU net migration Non-EU British Total

RBAS - October 2017  Brexit fact-base

Source: ONS – May 2017
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UK immigration trends (2/4): EU, non-EU and British

RBAS - October 2017  Brexit fact-base

• Between 2008 and 2016, non-EU migration exceeded EU migration each year. Over the nine years, net 
migration for non-EU citizens into the UK was 1.7m and for EU citizens was 1m. 

• In the same period, there was net migration of 0.5m British citizens out of the UK – so net change in EU 
citizens in the UK was 0.5m.

• EU migration increased in recent years before declining after the referendum result. If UK citizens are treated 
as EU citizens, net EU migration averaged 51k/yr over the nine years, but 112k/yr in the last three years.

5. Immigration

Source: ONS – May 2017
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UK immigration trends (3/4) – ONS data 2008-2016

Source: ONS – May 2017

5. Immigration

Notes: 
(1) In the year to December, 2016 UK immigration fell by 44,000 to 588,000. In 2016, EU emigration increased by 31,000 to 

117,000 compared to 86,000 in 2015.
(2) When net British emigration is deducted from net EU immigration, the net change in  citizens is much less than non-EU 

immigration (see bottom line).
(3) In the year to December 2016, the number of people arriving in the UK to study was 136,000 (23% of the total 

immigration), a statistically significant reduction of 32,000 from 168,000 in December 2015. This was the lowest estimate 
recorded since 2002. 

2008 2009 2010 2011 2012 2013 2014 2015 2016

Immigration
EU in 198 167 176 174 158 201 264 269 250
Non-EU in 307 304 322 314 260 249 287 279 264
British - in 85 96 93 78 80 76 81 84 74

590 567 591 566 498 526 632 632 588
Emigration
EU out -134 -109 -99 -92 -75 -78 -89 -86 -117
Non-EU out -120 -119 -104 -110 -103 -105 -93 -90 -88
Briish - out -173 -140 -136 -149 -143 -134 -137 -124 -134

-427 -368 -339 -351 -321 -317 -319 -300 -339
Net migration
EU net migration 64 58 77 82 83 123 175 183 133
Non-EU 187 185 218 204 157 144 194 189 176
British -88 -44 -43 -71 -63 -58 -56 -40 -60
Total 163 199 252 215 177 209 313 332 249
EU less British -22 14 34 11 20 65 119 143 73

RBAS - October 2017  Brexit fact-base
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UK immigration trends (4/4): 2017 migration vs 2016
• The most recent ONS statistics (for the year to March 2017, show a marked fall in net migration to the UK from 

328k to 246k (a fall of 82k).

• The fall was caused mainly by a fall in net EU migration of 52k. This was due to 33k more EU citizens leaving 
the UK than in 2016 (122k vs 89k).

• Non-EU net immigration was 180k compared to EU net immigration of 126k 

• EU net migration reduces to 66k if net British emigration is deducted.

RBAS - October 2017  Brexit fact-base
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Source: ONS – August 2017

Migration statistics

2016 2017
Year to Mar Year to Mar Change

Immigration
EU in 267 248 -19
Non-EU in 288 266 -22
British - in 83 74 -9

638 588 -50
Emigration
EU out -89 -122 33
Non-EU out -95 -86 -9
Briish - out -126 -134 8

-310 -342 32
Net migration
EU 178 126 -52
Non-EU 193 180 -13
British -43 -60 -17
Total 328 246 -82
EU-British 135 66 -69
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Impact of the UK’s ageing population (1/2)
The ratio of older UK citizens to working age population will increase significantly in the remainder 
of the 21st century. This is expected to increase the UK’s demand for migrant workers.

RBAS - October 2017  Brexit fact-base
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Impact of the UK’s ageing population (2/2)
The ratio of older UK citizens to working age population will increase significantly in the remainder 
of the 21st century. This is expected to increase UK’s demand for migrant workers.

15-65 age band

15-65 age band
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EU law regarding free movement
• EU citizens can reside in another Member State for up to 3 months without conditions. After that 

point, continued residence is allowed if the individual is working, studying, self-sufficient, self-
employed, or - with some conditions - actively looking for work. 

• EU jobseekers have limited access to out of work benefits. Individuals in the UK receive no 
Jobseeker’s Allowance for the first 3 months of their stay; they are then entitled to a maximum 
of 90 days’ support. 

• If someone fails to find work within 6 months and continues to be a burden on the welfare 
system, they can be deported - though the numbers who are removed in this way are thought to 
be small. 

RBAS - October 2017  Brexit fact-base

Source: Nick Clegg, Brexit Challenge Paper, Freedom of Movement, 16 November 2016.

5. Immigration

Free Movement Directive

EU citizens (anyone with the nationality of an EU country) possessing a valid identity card or passport may:
• Enter another EU country (with family members, whether EU citizens or not) without an exit or entry visa;
• Live in another EU country for up to 3 months without any conditions;
• Live in another EU country for longer than 3 months if employed or self- employed. Other people not working for 

payment or retired are required to have sufficient resources and sickness insurance.
• Register with relevant authorities if living in the country longer than 3 months. Family members if not EU nationals 

require a residence card.
• Be entitled to permanent residence if they have lived legally in another EU country for a 5 year continuous period.
• Have the right to be treated equally to nationals of the host country.

Source: European Parliament and Council, Directive 2004/38/C, 29 April 2004 
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Migrant workers (1/3) - by industry sector - 2016
• UK labour market comprised 89% UK (26.9 million) and 11.2% non-UK nationals (3.4 million): 2.2 million (7.2%) 

from the EU and 1.2 million (4.0%) from other countries.

• The sectors with the most EU workers are wholesale and retail (507k); financial and business services (382k); 
public sector (362k); and, manufacturing (312k).

• The industry sector most dependent on migrant workers is transport and communication where 14.4% of workers 
are non-UK, followed by manufacturing (13.9%).

5. Immigration

RBAS - October 2017  

Note: the ONS figures are not seasonally adjusted and probably understate short-term and temporary workers.

Source: ONS, International immigration and the labour market, UK: 2016, April 2017
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Migrant workers (2/3) – additional sector detail

• Logistics industry: nearly 300,000 (14%) EU workers are employed. 93,000 EU nationals work in warehousing 
and other storage jobs, 23% of the total workforce. 31,500 Large Goods Vehicle drivers (10% of the total), 
22,500 van drivers (9%), and 20,500 forklift truck drivers (21%) are from elsewhere in the EU. As with the food 
and drink industry, EU workers are filling the gap left by an undersupply in the domestic labour market. This is 
partly a reflection of the ageing workforce: 67% of LGV drivers are aged over 45.

• Construction industry: 176,000 (8%) EU workers (source: RICS) 

• NHS and social care: There are approximately 135,000 (6%) EU nationals working in England. This represents 
about 5% of the NHS workforce and 6% in adult social care. In 2014, more than 10,000 doctors working in the 
NHS (6.6% of the UK medical workforce) received their primary medical qualification in another EEA country.

• Food and drink industry: more reliant on EU workers than any other sector of the UK economy. c29% of the 
UK’s food and drink manufacturing workforce are non-British EU nationals (almost 120,000 (5%) workers).

• Creative industries: According to the Creative Industries Federation, EU workers currently constitute 25% of all 
workers in the UK visual effects industry, with non-EU workers accounting for another 12%. Similarly, UK video 
games companies currently draw 20%-30% of their staff from the EU.

• Higher education: The UK sector employs significant numbers of non-UK EU nationals. Non-UK EU nationals 
make up 16% of the UK-based academic workforce.

Source: Nick Clegg, Freedom of movement, Nov 2016 http://www.libdems.org.uk/brexit-challenge-movement-paper
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Migrant workers (3/3) - skill levels (2016)

• Majority of EU migrant workers 
are in lower-middle or upper-
middle skilled groups (see chart).

• A minority of EU migrant workers 
are low skilled (see chart).

• Of those of working age (16-64): 
80% of EU migrants were in 
employment: cf 74% for UK and 
62% for non-EU (see table 
below).

https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/internationalmigration/articles/migrationandthelabourmarketuk/2016

Working age population
In employment

Estimate (000s) % % of total
UK 26,915 74 88.8%
EU14 863 76 2.8%
EU8 1,015 83 3.3%
EU2 281 83 0.9%
EU Other 18 74 0.1%
Non-EU 1,206 62 4.0%
Total 30,299 74 100.0%

EU 2,177 80 7.2%
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Impact of EU citizens on UK economy (1/2)
Current situation : existing evidence of impact on economy

• There is strong evidence that migration has a positive impact on productivity and GDP per capita.

• The literature suggests that reducing worker inflows would reduce overall employment (more or less one for 
one, since there would likely be no significant impact on native employment), would increase (by small 
amounts) wages for some low-paid groups, and would significantly reduce overall GDP per capita and 
productivity.

Impact from Brexit of reduced migration on economy

• Broad scenarios (not forecasts) imply that the negative impacts on per capita GDP will be significant, potentially 
approaching those resulting from reduced trade. By contrast, the increase in low-skilled wages resulting from 
reduced migration is expected to be, if at all, relatively modest.

• The OBR forecast that Brexit-induced reductions in migration will reduce trend output growth by 0.3% per year 
is based solely on the impact on the growth in the labour force (it is assumed that there is no impact on 
productivity).

• The OBR forecasts continue to assume that net migration will fall to 185,000 a year from 2020-21 onwards, 
from 273,000 over the year to September 2016. This would still be above the Conservative manifesto ambition 
to reduce it to the “tens of thousands”.

5. Immigration
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National Institute of Economic and Social Research, The Economic Impact of Brexit-induced Reductions in Migration, Jonathan 
Portes and Giuseppe Fortez,, December 2016
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Impact of EU citizens on UK economy (2/2)
CEP BREXIT ANALYSIS NO. 5 Brexit and the impact of immigration on the UK (2016)  - Summary

• EU immigrants are more educated, younger, more likely to be in work and less likely to claim benefits than the 
UK-born. About 44% have some form of higher education compared with only 23% of the UK-born. About a third 
of EU immigrants live in London, compared with only 11% of the UK-born. 

• Many people are concerned that immigration reduces the pay and job chances of the UK-born due to more 
competition for jobs. But immigrants consume goods and services and this increased demand helps to create 
more employment opportunities. Immigrants also might have skills that complement UK-born workers. So we 
need empirical evidence to settle the issue of whether the economic impact of immigration is negative or 
positive for the UK-born. 

• New evidence in this Report shows that the areas of the UK with large increases in EU immigration did not 
suffer greater falls in the jobs and pay of UK-born workers. The big falls in wages after 2008 are due to the 
global financial crisis and a weak economic recovery, not to immigration. 

• There is also little effect of EU immigration on inequality through reducing the pay and jobs of less skilled UK 
workers. Changes in wages and joblessness for less educated UK-born workers show little correlation with 
changes in EU immigration. 

• EU immigrants pay more in taxes than they take out in welfare and the use of public services. They therefore 
help reduce the budget deficit. Immigrants do not have a negative effect on local services such as crime, 
education, health, or social housing 

• The refugee crisis has nothing to do with EU membership. For example, refugees admitted to Germany have no 
right to live in the UK. The UK is not in the Schengen passport-free travel agreement so there are border checks 
on migrants. 

Source: Centre for Economic Performance, LSE, Brexit and the Impact of Immigration on the UK Jonathan Wadsworth,Swati Dhingra, Gianmarco
Ottaviano and John Van Reenen 

http://cep.lse.ac.uk/pubs/download/brexit05.pdf

5. Immigration
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Tax contribution of EU citizens
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• HMRC conducted detailed analysis of recently-arrived EU citizens for the tax year 2013/14.

• HMRC calculated the contribution to taxes as £11.2bn for these EU citizens as follows:

Collected:
Income tax 8,260
National Insurance 6,100

14,360
Paid: 
Tax credits 1,875
Child benefits 730

(2,605)
£11,175m

Note: 
• The analysis was restricted to benefits administered by HMRC: tax credits and Child Benefit. It did not include 

benefits administered by the Department of Work and Pensions (DWP), such as Housing Benefit, State Pension, 
working-age benefits, and other benefits.

• It also did not include other taxes paid by individuals such as VAT or business taxes such as Corporation Tax or 
Business Rates.

Source: HMRC, August 2017 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/639816/Income_Tax_NICs_Tax_Credits_and_Child_Benefit
_Statistics_for_EEA_Nationals_2013_to_2014.pdf

5. Immigration



86

Impact on public finances of reduced migration
OBR – November 2016

• The Office for Budget Responsibility (OBR, 2016) forecasted fiscal aggregates—such as net government borrowing and debt as 
a percentage of GDP—under alternative scenarios of net migration. 

• In their central forecast the OBR uses the ONS principal population projection, which assumes net migration of 329,000 in 2015 
and 256,000 in 2016, declining to 185,000 in 2021. 

• In the ‘high migration’ scenario, net migration falls to 265,000 by 2021. 
• In the ‘low migration’ scenario, net migration falls to 105,000 by 2021.

• The OBR estimates suggest that the government budget surplus in 2020-2021 would be higher under the high migration 
scenario and lower in the low migration scenario: 

• OBR projected a £16.9bn surplus in 2010-2021 under the high migration scenario, compared to £5.2bn in the low migration 
scenario. This implies that cost to the public finances of achieving the government migration target would be c£11.7bn 
by 2021

CEBR – May 2017

• The numbers are “quite shocking” – they show is that if the UK cuts off migration without making adjustments to boost 
productivity, especially productivity in the public sector, the scale of the economic damage could be huge.

• In the slow reduction scenario (reducing inward migration by 200,000 p.a. over 8 years from 2019) Assuming public spending 
would be scaled to the population, the net impact on the deficit is £9.5 billion in 2025; £25.9 billion in 2030 and £57.7 billion in 
2040.

• The analysis of the fast reduction scenario (reducing inward migration by 200,000 p.a. in 2 years from 2019) shows tax receipts 
down by £32.7 billion in 2025; £60.2 billion in 2030 and £109.3 billion in 2040. Allowing for the reduced need for public services 
the net impact on the deficit is £20.0 billion in 2025; £36.3 billion in 2030 and £64.5 billion in 2040.

Sources: Office of Budget Responsibility, Economic and Fiscal Outlook, November 2016

Centre for Economics and Business Research, https://cebr.com/reports/cebr-special-report-economic-consequences-of-limiting-migration/
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6. Impact of "no deal"
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Section contents
Seven key implications of ‘no deal‘ 

1. Ongoing disputes over the exit “bill” 

2. Uncertainty and confusion for UK citizens in the EU and EU citizens in the UK 

3. Trading on World Trade Organisation terms 

4. A ‘regulatory gap’ and legal uncertainty in areas not covered by the “Great Repeal Bill”

5. Uncertainty over UK participation in the EU’s common foreign and security policy 

6. Sudden return of a customs border between Northern Ireland and the Republic of Ireland

7. No transitional legal and regulatory arrangements 

Economic impacts of no deal

Quantitative impact 1 - import tariffs

2 - non-tariff barriers

3 - EU trade substitution

4 - impact on UK trade with EU

5 - costs of foreign trade

6 - tariffs and value added

7 - conclusion

6. Impact of no deal



88

Seven key implications of ‘no deal’

• The government refused the request of the House of Commons Foreign Affairs Committee (HCFAC) to submit 
evidence to it of the implications of ‘no deal’. As a result, the Committee requested the Bar Council and 
Professor Kenneth Armstrong of Cambridge University to provide evidence on the main issues. This section 
draws extensively from their report*.

• The HCFAC noted that (p15): “the key issues that would be left outstanding if the UK and EU fail to agree a deal 
by the end of the Article 50 period are relatively clear”.  The key issues noted by the HCFAC include, but are not 
limited to:

1. Ongoing disputes over the exit “bill”; 
2. Uncertainty and confusion for UK citizens in the EU and EU citizens in the UK; 
3. Trading on World Trade Organisation (WTO) terms; 
4. A ‘regulatory gap’ and legal uncertainty in areas not covered by the “Great Repeal Bill”;
5. Uncertainty over UK participation in the EU’s common foreign and security policy; 
6. The sudden return of a customs border between Northern Ireland and the Republic of Ireland; and
7. No transitional legal and regulatory arrangements.

• The HCFAC concludes: 
“It is clear from our evidence, however, that a complete breakdown in negotiations represents a very 
destructive outcome leading to mutually assured damage for the EU and the UK. Both sides would suffer 
economic losses and harm to their international reputations. 
Individuals and businesses in both the UK and EU could be subject to considerable personal uncertainty and 
legal confusion. It is a key national and European Union interest that such a situation is avoided.”

• The next seven slides deal with each issue in turn.

*See House of Commons Foreign Affairs Committee Article 50 negotiations: Implications of ‘no deal’  7 March 2017. 
https://www.publications.parliament.uk/pa/cm201617/cmselect/cmfaff/1077/1077.pdf
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1. Ongoing disputes over the exit “bill” 

• If the UK and EU fail to agree an exit deal, any liabilities that the EU claims are owed by the UK 
will be left outstanding. It is probable that there would need to be ongoing debate over the 
precise formula used to calculate the bill, and over the final number 

“The political and economic consequences of the UK leaving the EU without responding to 
claims under the EU budget are likely to be profound” 

European Union Committee, 15th Report of Session 2016–17, Brexit and the EU budget, HL Paper 125, para 137 

• Asked whether the UK could simply refuse to pay any bill under these circumstances, and if this 
in turn would give the UK a strong hand in the negotiations, Professor Armstrong said (p16): 

“It is strong in the sense of “We don’t care what the consequence is”. It is only strong in that 
sense. If we don’t care about having any kind of deal with the EU for the future and we don’t 
care about having a future relationship with the EU, of course we could do that, but how is 
that putting the UK in a strong position?”

• It is important to keep the exit bill in perspective: 
“Take a look at the numbers and you see that our long-term trading relationship is the real 
prize – dwarfing any potential divorce settlement. A one-off EU divorce bill of, some suggest, 
tens of billions of euros, compared with EU-UK trade worth well over €600bn euros every 
year, the economic case for making rapid progress on a trade agreement is clear.” 
Carolyn Fairbairn, CBI Director General, 27 April 2017
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2. Uncertainty and confusion for UK citizens in the EU and EU citizens 
in the UK 

• The rights of EU citizens in the UK and UK citizens in the EU are not wholly dependent on a 
deal being struck under Article 50. In both cases, national governments could decide unilaterally 
to guarantee the rights of those individuals, and may even choose to do so before the Article 50 
period is over. 

• The individuals affected would face considerable uncertainty around issues including their 
residency rights, access to employment, ability to claim pensions and other social security 
benefits, and access to healthcare.

• Tourists and short-term travelers would also face some confusion and uncertainty. For example, 
UK nationals visiting the EU would no longer be entitled to European Health Insurance Cards, 
which permit unplanned access to healthcare on the same basis as local residents. 
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3. Trading on World Trade Organisation terms 
• If the UK leaves the EU with no deal in place—or with a very narrow withdrawal agreement that does not include transitional 

arrangements or a framework for future relations—it will leave the Customs Union and trade with the EU on World Trade 
Organisation (WTO) terms. (The UK has been a WTO member since 1 January 1995. All EU member States are WTO 
members, as is the EU in its own right).

• The UK would face the EU’s common external tariff, so all British exports to the EU would face EU tariffs.

• While tariffs on UK exports to the EU would on average be low at 4%, in some sectors they would be high enough to inflict 
serious damage on UK trade. For example, imports and exports of cars would face 10% tariffs. 

• Trade on WTO terms would mean the transfer of the EU-facing business of numerous UK banks and other financial 
businesses from London to subsidiaries in the EU, involving the transfer of highly paid jobs whose holders would in 
future pay their tax in EU countries rather than in the UK. 

• Trade on WTO terms would be a blow to the expectations of those inwardly investing manufacturers which had chosen 
the UK as an investment destination because it was a tariff-free and paperwork-free gateway to the EU market.

• The UK’s departure from the Customs Union would mean that rules of origin immediately come into force to determine the 
national origin of any product. “This process would be time-consuming and costly and many firms . . . would be unable to 
comply and would cease exporting to the EU.” (Centre for European Reform, May 2017)

• Questions would also arise as to the applicability to the UK and legal status of the Free Trade Agreements (FTAs) that the 
EU currently has with third countries, such as South Korea and Canada. The Bar Council’s evidence argues that “It might be 
that even in the case of an unplanned Brexit, the UK could in most cases continue to trade on the same basis with those 
countries, if it could secure simplified agreements to do so”, for example by agreeing an exchange of notes (in the 
international law sense). 

• “A ‘no deal’ scenario would open a Pandora’s box of economic consequences. The UK would face tariffs on 90 per cent of its 
EU exports by value and a raft of new regulatory hurdles. Let’s remember these barriers would hurt firms on both sides of the
Channel”. Paul Drechsler, President, CBI, 2 Mach 2017

• Professor Wyatt took the view that the imposition of WTO-only terms of trade between the UK and EU would be likely to push 
both sides toward the swift conclusion of an agreement, since the costs for both sides would be high. 
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4. A ‘regulatory gap’ and legal uncertainty in areas not covered by the 
“Great Repeal Bill”
• The Great Repeal Bill is supposed to leave all existing EU legislation behind in the UK, but that legislation only works 

if the UK has people who can administer it, regulatory bodies and civil servants who can co-operate with one another. 

• Professor Armstrong: “In terms of disruption, there is potentially massive disruption in the ordinary, day-to-day boring 
business of administering legal frameworks. It is the iceberg below the top level of the legislation that we see in the 
Great Repeal Bill.”

• With no deal, many British products would no longer be accredited for sale across the continent. Sales of British 
pharmaceuticals or chemicals in the EU would not be authorised; UK-based financial firms would lose their 
passporting rights; airlines would not be able to fly between airports in the union. All this would happen overnight.

• For example, there are currently some 33 EU regulatory and other bodies covering sectors such as aviation, food 
safety, medicines, law enforcement and financial services. The government is looking to keep Britain under the remit 
of some EU agencies after Brexit because the UK does not have the time or expertise to set up new ones.

• Before withdrawing from these 33 bodies, the UK would need to be prepared to expand the capacity of UK regulatory 
bodies and to establish new UK-only regulatory bodies. Five examples of where new or improved  UK regulatory 
bodies could be required to take over the responsibilities of the EU counterparts include: 

• European Food Safety Authority (which evaluates products involved in the food chain and provides scientific 
advice and technical support);

• European Chemicals Agency (which reviews chemicals registered under REACH by manufacturers and 
importers)

• Financial Services Supervisory Agencies (a number of agencies and institutions have a regulatory or policy 
function in relation to financial services).

• European Medicines Agency (which provides for a single assessment and marketing authorisation valid 
throughout the EU for pharmaceutical products);

• European Aviation Safety Agency (which regulates aviation safety through a certification system for equipment, 
aircrew and undertakings involved in civil aviation)
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5. Uncertainty over UK participation in the EU’s common foreign and 
security policy 

• Legal and political uncertainty could be cast over the status of UK assets deployed as part of ongoing EU 
Common Security and Defence Policy (CSDP) missions. 

• The absence of any withdrawal deal or separate agreement on CSDP would also be likely to make it impossible 
for the EU to continue basing the Operational Headquarters of its anti- piracy mission on the Horn of Africa, 
Naval Force ATLANTA, at its current location in Northwood. 

• Leaving the EU without any withdrawal deal would also mean immediately leaving the European Defence
Agency (EDA), which was established in 1994 to foster co-operation in capabilities-building, procurement and 
the defence industry across the Member States. The UK would drop out of the many projects in which it is 
currently participating, such as building air-to-air refuelling capabilities and improving the commercial satellite 
communications market across Europe. 
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6. Sudden return of a customs border between NI and ROI

• With no deal in place, the UK will exit the EU’s customs union. This means that even if the UK and Ireland were 
to maintain complete free movement of people within the UK/Ireland Common Travel Area, there would have to 
be some form of customs checking arrangement put into place immediately. 

• The sudden imposition of a customs border between Northern Ireland and the Republic of Ireland would be 
difficult, if not impossible, to reconcile with a “seamless and frictionless” border with Ireland. 

• The Bar Council concludes that it would be difficult to maintain an open border even in the event of “a planned 
and orderly Brexit”, because of the need to check imports of products in both directions and the need to check 
people moving in either direction. 

• If trade between Ireland and Northern Ireland were conducted on WTO terms, there would be tariffs of up to 
40% on products regularly traded in both directions. Tariff levels as high as this might in some cases bring lawful 
cross-border trade to a standstill, and provide huge incentives for smuggling. 
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Note: The Irish border issue has emerged as one of the most difficult Brexit problems to solve. At the time of 
writing, no detailed, workable solution has been found. 

The UK’s August position paper describes the UK’s objectives and provides proposals for dialogue but does 
not propose any specific solutions. The EU’s subsequent paper lays out guiding principles but sees it as the 
UK’s responsibility to propose solutions.

The UK and EU are agreed that: ““we will not accept physical infrastructure at the border.” (Theresa May, 
Florence).
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7. No transitional legal and regulatory arrangements 

• Continuity and legal certainty in commercial relations between the UK and EU is vital in the period between the 
UK’s formal withdrawal from the EU and the coming into force of the new relationship. This can best be 
provided by transitional arrangements agreed as part of the UK’s withdrawal agreement.

• There are two parts of the transition period:
• To bridge the gap between the UK exit from the EU and a new partnership between the UK and the EU. 
• To create the time required by users, providers and market infrastructure (including any new UK regulatory 

bodies) to adapt to the new framework. 

• No deal would mean a cliff edge after two years (when existing rights and obligations may disappear overnight) 
with no transitional legal and regulatory arrangements.

• This would create unnecessary disruption and increase the risk of businesses making precipitous, costly –
and potentially premature – decisions about the structure of their operations and their dealings with 
customers, suppliers or other cross-border relationships. 

• Existing contracts / agreements could be subject to legal uncertainty with the potential for contracts to 
become unenforceable. 

• For example, UK banks or other financial operators relying on passporting rights to carry on cross-border 
business in the EU, would lose its ability to carry on that business, unless it set up a subsidiary which was 
regulated within the EU. In many cases, the lead times to do this would take more than two years. Banks have 
requested a minimum transition period of at least three years (i.e. five years in total).
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Economic impacts of no deal (1/2)
• The government has not yet carried out a full assessment of the potential economic impact of Britain leaving the 

EU without a trade deal. Its argument is that this cannot be assessed without an understanding of how mitigating 
actions will work (such as digital customs checks). 

• Hilary Benn, Chair of the Commons Brexit Committee said (April 2017): “Without an economic impact assessment 
of ‘no deal’ and without evidence that steps are being taken to mitigate the damaging effect of such an outcome, 
the government’s assertion that ‘no deal is better than a bad deal’ is unsubstantiated.”

• In November 2016, the Office of Budget Responsibility estimated the cost of Brexit to the public finances at £59bn 
over five years (source: Economic and Fiscal Outlook, November 2016). The OBR used the same assumptions for 
Brexit in its updated Outlook in March 2017:

• Based on leaving the EU in 2019, the OBR assumes reduced trade with the EU and reduced net inward 
migration but does not assume ‘no deal’ – which would lead to a greater reduction in trade and a worse 
economic outcome. Following a hard brexit, the shocks to trade and immigration would be greater than the 
OBR assumed - the cost to the UK would be significantly higher.

• OBR assumes that net migration reduces to less than 185,000 by 2021 (net migration was 249,000 in the 
year to December 2016).

• Includes no allowance for any one-off or ongoing EU exit-related payments – the ‘divorce settlement’. Adding 
in an estimate for the exit bill, the estimated cost of Brexit to public finances would rise from £59bn to 
£93bn - £112bn. The cost of hard brexit - no deal - would be greater.
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Economic impacts of no deal (2/2)
• The Centre for European Reform (a pro-Europe think tank), published a paper entitled ‘Why no deal would be 

much worse than a bad deal’, 24 May 2017. 

• Their qualitative assessment of the economic impacts concludes:
• British exports of goods and services would shrink very sharply. The hit to exports and to the attractiveness 

of the UK as a place to invest would in all likelihood provoke a sharp fall in the value of sterling. 
• Inflation would rise as the weakening of sterling and the imposition of tariffs boosted the prices of goods, in 

turn eroding disposable incomes and consumption. 
• The result would be a deep recession, which would hit tax revenues and weaken the government’s ability to 

impart a fiscal stimulus to support the economy. 
• The loss of investor confidence in the UK economy might present the Bank of England with the choice of 

either having to stabilise sterling by raising interest rates, or to stimulate the economy.

• The paper argues that the EU can mitigate harm to itself from the failure to reach a deal:
• The EU could grant the UK temporary equivalence in those forms of transaction that are critical to financial 

stability. For example, the EU could grant UK-based clearing houses temporary equivalence for a year, so 
eurozone banks could still clear and settle derivatives contracts in London.

• In aviation, the EU could grant UK-based airlines a reprieve, allowing them to continue to fly to the EU and 
even between EU airports. 

• But, where the EU has other options than British suppliers – e.g. meat, cheese and car parts – the EU’s 
leaders could allow trade barriers to rise. Importers of these products could switch to suppliers within the EU 
– or to the many countries that already have free trade agreements with the EU.

Source: Centre for European Reform, http://www.cer.org.uk/publications/archive/bulletin-article/2017/why-no-deal-would-be-much-
worse-bad-deal
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Quantitative impact (1/7) – import tariffs
• The EU is a significant source of 

imports to Britain. The chart shows the 
share of imports coming from the EU in 
the 20 most exposed sectors – all well 
above 50%. 

• The blue bars show sectors for which 
import tariffs will be directly levied. The 
yellow bars refer to sectors, mostly in 
the service sector, for which there are 
no direct tariffs. 

• For the most exposed 15 sectors, the 
EU share of imports is currently over 
60%.

• Sectors that stand to be most seriously 
affected by the imposition of tariffs are: 

• rubber and plastic products;

• wood and cork products; 

• printing and reproduction of recorded media;

• chemicals; 

• production and sale of motor vehicles; and 
• food products.

• For some sectors, there are no distinct 
tariffs set for them under WTO rules. 
However, service sectors with no direct 
tariff exposure will still be negatively 
affected by the “ripple” effects as 
decreases in domestic demand affect 
them. 
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Source: “Hard Brexit”, International Trade and the WTO Scenario, Dr Andrew Black
for The Federal Trust for Education & Research, May 2017

http://fedtrust.co.uk/our-work-on-europe/hard-brexit-international-trade-and-the-wto-scenario/
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Quantitative impact (2/7) – non-tariff barriers
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• Non-tariff barriers (NTBs) are significant.
In the medium-term, NTB impacts are likely to 
be much larger than tariff effects, at current 
WTO Most Favoured Nation tariff rates.

• Examples of NTBs are: import licences 
and quotas, certificates of origin, 
technical standards and norms, 
environmental standards, requirements 
for labelling and packaging, heath and 
safety requirements, etc.

• The Federal Trust paper estimates that they 
are likely to be at least in the order of 1.5% of 
GDP, and probably much higher. 

• To which should be added the negative 
impact of border controls on business, 
estimated at another 1.2% of GDP 

• Small businesses, which have been free 
of borders in the EU environment, will 
bear the additional costs 
disproportionately since larger 
companies are already geared up for 
extra-EU trade.

• The analysis suggests a total of a near to 3% 
drop in GDP just from NTB and border 
controls on business.

Source: “Hard Brexit”, International Trade and the WTO Scenario, Dr Andrew Black for The Federal Trust for Education & Research, May 2017

http://fedtrust.co.uk/our-work-on-europe/hard-brexit-international-trade-and-the-wto-scenario/

Author NTB estimate applied to: Quantitative result

CEPR (2013) NTBs generally 5.8 times tariff effect

Ciuriak (2015)` National impact -2.6% 

Ciuriak (2015) Transport equipment 57.7% of tariff effect

Ciuriak (2015) Food manufacturing 33.3% of tariff effect

Ciuriak (2015) Transport goods 28.6% of tariff effect

Ciuriak (2015) Accommodation 175% of tariff effect

Ciuriak (2015) Financial services 88.6% of tariff effect

Ciuriak (2015) Border costs -1.2% GDP 

WTO Overall NTB effect 75% of tariff effect

Loi Kee et al (2009) Overall NTB effect 87% of tariff effect

6. Impact of no deal
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Quantitative impact (3/7) – EU trade substitution
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• For the UK to make good any losses in EU exports resulting from a hard Brexit, UK exporters have to 
overcome a much tougher tariff regime in markets geographically distant from the country. (See first chart 
below). Brazil, India and China all have average tariff levels of over 10%, compared to the EU average tariff of 
5.3% for goods (excluding agriculture).

• In China and India, we have have been losing market share in India to Germany and France. In China, 
Germany does 4-5 times more trade than the UK.

• The second chart shows the amount by which exports would have to increase to compensate for a 10% fall in 
the value of exports to the EU. The higher the bars, the lower the current share of UK exports to these 
countries. 

• If we lose just 10% of our EU trade, we would need a 50% increase with the BRICS - just to stand still.

Source of charts: “Hard Brexit”, International Trade and the WTO Scenario, Dr Andrew Black for The Federal Trust for Education & Research, May 2017
House of Lords, Brexit Trade in Goods, March 2017

6. Impact of no deal
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Quantitative impact (4/7) – impact on UK trade with EU
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6. Impact of no deal

The World Bank, in January 2017, published an in-depth study of the UK's trade relationship with the EU and 
looks at the impact of no deal.

There's one table (below) which provides a salutary reminder about how bad no deal could be for UK-EU 
bilateral trade (imports and exports) and its ranking against other scenarios. In the event of no deal, trade in 
goods between the UK and the EU is estimated to drop by 50% and services by 62%.

The reason for the dramatic drops is the immediate loss of the extensive benefits of frictionless trade within the 
Single Market.

Even a preferential trade agreement (PTA) would fall a long way short of the benefits of Single Market 
membership - especially for services. The report is only 24 pages long and, if you have not seen it before, is 
well worth a read.

Source: World Bank, Deep integration and UK-EU trade relations, January 2017
http://documents.worldbank.org/curated/en/853811484835908129/Deep-integration-and-UK-EU-trade-relations
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Quantitative impact (5/7) – costs of foreign trade
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• Foreign trade is notably more complex than within a customs free trading zone. Trading conditions in the 
rest of the world are generally much more difficult than they are in the EU.

• In addition to difficulties with product standards, quality issues, recognition of different processes and 
techniques, the imposition of tariffs has a number of consequences for companies: 

• It immediately increases the paper work and bureaucracy associated with international trade. 
• It increases uncertainties as to when products will be delivered to customers. 
• It involves setting up and funding new export or import departments, and complicates book-

keeping arrangements.
• Import tariffs have to be paid on entry into the country, increasing cash flow requirements. If the 

goods are part of a longer supply chain, then they have to be financed before they are sold.

Source: “Hard Brexit”, International Trade and the WTO Scenario, Dr Andrew Black for The Federal Trust for Education & Research, May 2017

6. Impact of no deal



103

Quantitative impact (6/7) – tariffs and value added
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Source: “Hard Brexit”, International Trade and the WTO Scenario, Dr Andrew Black for The Federal Trust for Education & Research, May 2017

*Value added consists of payments to labour, and retained profits. This forms the basis on which salaries and wages are paid, and 
profits are earned for shareholders.

6. Impact of no deal

• The chart shows the total tariff burden, post a 
hard Brexit in terms of value added*: 

• It is equivalent to nearly 25% of sector 
value added for the motor vehicle 
industry (highlighting the concerns shown 
by companies such as Renault-Nissan, 
Honda, and Toyota). 

• For basic metals, fishing, other transport 
equipment, and textiles the impact is 
more than 10% of value added. 

• Food manufacturing, chemicals, oil 
refining, and other machinery also face 
additional costs equivalent to 5% or more 
of their value added.

• These impacts may not sound significant, but 
they may effectively cut profitability to zero in 
some cases, and jeopardise the continuation of 
these trading arrangements.

• In the absence of local substitutes, this could 
lead to further problems affecting the longer-term 
economic viability of some UK sectors.

• NB: The results shown here exclude the effects 
of the imposition of non-tariff barriers (NTB).
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Quantitative impact (7/7) – conclusion 
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• The preceding analysis rebuts the assertion 
that “no deal is better than a bad deal”.

• The Federal Trust paper reinforces the 
academic and business consensus that a hard 
Brexit would make the UK significantly poorer
(see chart). Their view is that the impact on 
the UK economy of a no-deal Brexit is likely 
to be comparable (if not greater) than the 
impact of the 2007/8 financial crisis.

• From a practical perspective, the idea of being 
in a position to operate under no deal by 
March 2019 is unrealistic. To do so would 
require extensive new administrative 
procedures governing certification of 
compliance with regulatory standards, customs 
processes etc.  These would all have to be 
negotiated, agreed and put in place in 2018, 
well ahead of March 2019, which leaves 
insufficient time.

• In summary, no deal would be disastrous 
for the UK.

Source: World Bank, Policy Research Working Paper 7947, Deep 
Integration and UK-EU Trade Relations, January 2017

Source: “Hard Brexit”, International Trade and the WTO Scenario, Dr
Andrew Black for The Federal Trust for Education & Research, May 
2017

6. Impact of no deal
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7. Impact on industry sectors and regions
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Section contents

Overall impact of Brexit

Agriculture and food 

Financial and professional services 

Manufacturing 

Aviation

Regions

The aim of this section is to provide a high-level summary of selected industry 
sectors and regions - and to provide examples of the main Brexit impacts.  The 
impacts at a granular level are beyond the scope of this presentation.

7. Impact on industry sectors and regions
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7. Impact on industry sectors and regions
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Overall impact of Brexit (1/2) – OBR estimate
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OBR estimate of impact of Brexit on public finances 
(£bn - November 2016)
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• The initial OBR estimate is that Brexit will have a £59bn negative impact on public finances over the five 
years, running at £15bn a year after 2019.

• The costs of lower migration and lower productivity growth are the main factors after 2019. 

Source: Office of Budget Responsibility, Economic and Fiscal Outlook, November 2017 – page 249
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• The overall impact cannot yet be assessed properly because it is unclear what the UK’s trading relationship 
with the EU will be.

• The Office of Budget Responsibility made an initial assessment in November 2016 to create a forecast of the 
public finances, but without any specific outcome in mind. OBR assumed:

• UK leaves the EU in April 2019.
• New trading arrangements with EU and others slows pace of import and export growth for the next 10 

years. 
• UK adopts a tighter migration regime than that currently in place.

• In addition, the OBR judged that exiting the EU will lead to: 
• Uncertainty that will lead to some investment being postponed/cancelled, which reduces productivity 

growth;
• Fall in the pound squeezes households’ real incomes by pushing up import prices, adding almost 2 per 

cent to consumer prices over the next two years. Real earnings growth will fall close to zero in 2017;

• The fall in the pound boosts net trade over two years, with UK exports more competitive and imports less 
attractive. This provides a temporary boost to GDP growth. Net trade is also boosted as weaker 
domestic demand reduces imports growth;

• Reduced growth in exports and imports during the transition to a less trade-intensive economy; and
• Lower net migration but not reduced to ‘tens of thousands’.

• OBR also assumed that any reduction in payments to the EU are fully recycled into extra domestic spending 
but there are no exit settlements above existing forecast payments to the EU.

7. Impact on industry sectors and regions
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Overall impact of Brexit (2/2) – OBR assumptions

Source: Office of Budget Responsibility, Economic and Fiscal Outlook, November 2016 – pages 9 and 15
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Current situation
• UK does not produce enough food to feed itself. Indigenous food production is 61% of consumption (Defra - 2015).

• UK’s trade in food and agriculture is tied to the EU: 

• 94% of the UK food shortfall is imported from the EU or countries with EU FTAs. 

• 80% of UK’s agricultural exports go to the EU and 97% of food exports go to the EU or countries with which EU 
has an FTA.

• UK receives c.€4bn a year in Common Agricultural Policy (CAP) payments (average of 2014-20 EU financial plan)

• Agricultural and food production supply chains are integrated between EU and UK (e.g. with Republic of Ireland).

• EU food prices are higher than world market prices.

• The average duty levied on food imports to the EU is 12.2%, EU average MFN tariffs, which vary considerably, 
are: on dairy products are 54%; on sugar 31%; and, on cereals 22%. Some items like cheese and wine are 
charged 30-40%, and some meats > 90%.

7. Impact on industry sectors and regions
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Brexit impact on agriculture and food (1/2)

Agriculture Food 
manufacture

GVA (2015) £10.8bn £26.1bn

Workforce 440,000 400,000

EU workers* 27,000 permanent
73,000 seasonal

116,000

Exports (2015) £18.0bn

Imports (2015) £38.5bn

Trade deficit (£20.5bn)

*Source: House Of Commons Library Briefing Paper, Migrant workers in agriculture, June 2017
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Some impacts of Brexit
• The Government’s intends to preserve the EU’s external tariffs after Brexit. Without these, the level of UK 

agriculture self-sufficiency would plummet. The NFU view is that : 

“A potential unilateral lowering of British tariffs would be damaging”; “many UK farm businesses would be put 
at significant competitive disadvantage if current tariff barriers were removed or slashed without great care 
being taken to ensure a level playing field”. 
“Any Brexit outcome that results in the UK importing cheaper food would be hugely damaging to the farming, 
food and drinks sectors of Scotland and the UK”

• The farming industry’s loss (with its consequences for employment) could be the food consumer’s gain. With 
lower tariffs, UK food imports would be cheaper. However the devaluation of sterling (of about 20%) caused by 
Brexit has increased import prices, which would reduce and, in some cases, outweigh the impact of tariff 
reductions.

• Non-tariff barriers are important because they reduce the efficiency of the supply chain and create delays in 
time-critical processes. As the House of Lords notes: 

“It is imperative that a UK-EU trade deal should avoid the imposition of tariffs on trade in both directions, to 
minimise the potential for disrupting those supply chains. Non-tariff barriers could be equally if not more 
disruptive to trade in agricultural products and food”.

• The government has said that it will maintain the equivalent of EU CAP subsidies to the farming industry until 
2020 but has not yet said what will happen after this. This uncertainty is delaying investment decisions.
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Brexit impact on agriculture and food (2/2)

Source: House of Lords, European Union Committee, 20th Report of Session 2016–17, HL Paper 169, Brexit: agriculture, May 2017

7. Impact on industry sectors and regions
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Current situation
• UK financial services provided a trade surplus of £42.1bn in 2015. Professional services provides a surplus of 

£11.5 bn, making a total of £53.6bn.

• The financial services industry also contributed GVA of £120bn 7.2% of the UK total). Professional services 
contributed a further £66bn (3.9% of total). The tax contribution from financial services was £71bn.

• The UK industry is closely interlinked with the EU. For example, 5,500 UK-authorised firms hold passports to 
the Single Market; 8,000 EU-based firms use passports to access the UK market.

• 25% of UK financial services revenue is related to the EU (Oliver Wyman).

• EU migrants account for 17% of the combined workforce in both industries.
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Brexit impact on financial and professional services (1/2)

Financial
services

Professional 
services

Total

GVA (2015) £120bn £66bn £186bn

Workforce 1.0m 1.2m 2.2m

EU workers 382,000 382,000

Exports (2015) £50.8bn £21.5bn £72.3bn

Imports (2015) £8.7bn £10.0bn £18.7bn

Trade surplus/(deficit) £42.1bn £11.5bn £53.6bn

Tax contribution (2015/16) £71bn N/A N/A

Source: ONS employment statistics, ONS Pink Book (tables 3.5 and 3.8) and Oliver Wyman, The impact of the UK’s exit from the 
EU on the UK-based financial services sector, 2016
The definition of professional services includes total legal, accounting and management consulting services. Part of these services 
does not relate directly to financial services.

* Revised November 2016

7. Impact on industry sectors and regions
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Some impacts of Brexit
• The October 2016 Oliver Wyman report concluded:

• Because of the interconnectedness of the activities and firms, the effects of the UK’s exit from the EU 
could be felt more widely than simply in business transacted directly with EU clients. If the UK moves to a 
third country status with the EU without any regulatory equivalence, the impact could be significant. 
Severe restrictions could be placed on the EU-related business that can be transacted by UK-based firms. 

• If the UK’s relationship with the EU rests largely on World Trade Organisation (WTO) obligations, 40-50% 
of EU-related activity (approximately £18-20bn in revenue) and up to an estimated 31-35,000 jobs could 
be at risk, along with approximately £3-5bn of tax revenues per annum.

• The knock-on impact on the ecosystem could result in the loss from the UK of activities that operate 
alongside those parts of the business that leave or close due to increased costs. An estimated further £14-
18bn of revenue, 34-40,000 jobs and ~£5bn in tax revenue per annum might be at risk. 

• Most major UK-based banks have now prepared their plans for a hard Brexit and are starting to implement them. 
The lead times required to implement complex changes in operations and technology mean that the banks 
cannot delay. See the Association for Financial Markets in Europe (AFME) report mentioned below for a detailed 
description of the complexities involved. As the two-year period to March 2019 is not long enough for many 
banks, AFME concludes that a further transition period of three years is needed

• At June 2017, Deutsche Bank has said up to 4,000 of its UK jobs could be moved to Frankfurt and other 
locations in the EU as a result of Brexit - the largest potential move of any bank. Goldman Sachs, JP Morgan and 
HSBC have each indicated that about 1,000 of their jobs will move. UBS has indicated 1,500 jobs.
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Brexit impact on financial and professional services (2/2)

Sources: 
Oliver Wyman, The impact of the UK’s exit from the EU on the UK-based financial services sector, 2016 (commissioned by City UK) –
Executive summary
AFME, Planning for Brexit - Operational impacts on wholesale banking and capital markets in Europe, February 2017
Reuters (May 2017) http://uk.reuters.com/article/uk-britain-eu-banks-idUKKBN184132

7. Impact on industry sectors and regions
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Current situation
• Manufacturing makes up 9.8% of UK GVA, delivers 45% of UK exports, and directly employs 2.7 million 

people. The production of goods is also often closely intertwined with the provision of services, multiplying the 
importance of the manufacturing sector to the UK economy. 

• The EU is the UK’s biggest trading partner in goods. 47% of goods exported go to the EU (worth £134bn) ; 
54% of goods imported come from the EU (worth £154bn).

• 11% of the manufacturing workforce is from the EU.
• The UK’s manufacturing supply chain is closely integrated with the EU. UK imports contain a high proportion 

of intermediate goods (such as auto components) which go into goods (both finished and intermediate) 
produced in the UK, often for export. Nearly half of the UK’s intermediate imports and exports are with other 
EU countries.* For example, around 60% of the parts that go into a UK-assembled car are not made in the UK 
and there is no domestic supplier. 80% of UK-assembled cars are exported.

• Integrated supply chains are finely tuned to be as efficient as possible. They have limited tolerance for delays, 
additional process steps (such as new documentation of origin requirements or customs checks) or additional 
costs.
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Brexit impact on manufacturing (1/2)

Manufacturing

GVA (2015) £163bn

Workforce 2,700,000

EU workers 312,000

Exports (2015) £285bn

Imports (2015) £411bn

Trade deficit (£126bn)

Sources:
Is the UK’s role in the European supply chain at risk?, Bruegel Institute, 
December 2016
What does Brexit mean for the UK’s automotive industry? Professor David 
Bailey, June 2016
ONS employment statistics

7. Impact on industry sectors and regions
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Brexit impact on manufacturing (2/2)

Some impacts of Brexit

• Three manufacturing sectors are crucial for the UK economy, accounting for half of the UK’s non-food 
manufacturing value added: transport equipment, chemicals/minerals and electrical/optical equipment. 
Within transport equipment, the automobile sector is particularly relevant in terms of employment, with 
about 169,000 workers in auto manufacturing (according to the Society of Motor Manufacturers and 
Traders, over 800,000 work in the auto sector when related services and activities are included). 

• A hard Brexit without a favourable trade agreement between the EU and the UK will affect UK automobile 
production extensively. 

• Tariffs would be particularly damaging for sectors with a highly integrated EU supply chain, such as the 
automotive, chemical and pharmaceutical sectors—tariffs could be levied multiple times in the production 
process as sub-components and intermediate goods move back and forth across borders. In terms of 
tariffs, there would be less impact on other important manufacturing sectors, especially chemicals and 
minerals. 

• Non-tariff barriers would have an important affect on all manufacturing sectors. Compliance with rules of 
origin requirements would introduce a significant additional administrative burden, with a particularly 
negative impact on sectors with a highly integrated EU supply chain. 

• The devaluation of sterling assists exporters because their products are cheaper for foreign buyers, but 
imports of goods (including intermediate goods) are more expensive.
Sources: Is the UK’s role in the European supply chain at risk?, Bruegel Institute, December 2016
http://bruegel.org/2016/12/is-the-uks-role-in-the-european-supply-chain-at-risk/
House of Lords, European Union Committee, 16th Report of Session 2016–17, Brexit: trade in goods, 14 March 2017 
https://www.publications.parliament.uk/pa/ld201617/ldselect/ldeucom/129/129.pdf
SMMT, https://www.smmt.co.uk/wp-content/uploads/sites/2/SMMT-Motor-Industry-Facts-2016_v2-1.pdf

7. Impact on industry sectors and regions
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Current situation 

Britain has the largest aviation network in Europe and the third largest in the world. The EU is the single biggest destination market from 
the UK, accounting for 49% of passengers and 54% of scheduled commercial flights. The chart below shows airlines’ exposures to Brexit.

Traditionally, bilateral international aviation agreements are very restrictive e.g. specifying individual flight slots for specific airlines. By 
contrast, the EU arrangements are comprehensive and flexible: any British airline can fly anywhere in EU; sell tickets to anyone in the EU; 
fly to another member state and within it. In addition to market access, the UK participates in numerous technical programs to facilitate the 
movement of both passengers and cargo. Through the EU, the UK has secured deals with key countries across the world e.g. the EU-
USA “open skies” agreement in 2008 enabling EU or US-based carriers to fly any transatlantic route between the two. 

The Single European Sky is an EU imitative  that sets common rules for the European Common Aviation Area (ECAA), which includes 36 
countries, including  Iceland and Norway. The European Aviation Safety Agency (EASA) deals with the safe operation of civil aviation 
including air traffic management, and aerodromes. EASA, whose standards are recognised worldwide, sets regulations for safe flying in 
Europe. EASA’s approval is necessary for aircraft to fly and for airlines to operate. In 2015 the European Commission delegated greater 
powers to EASA to define regulation.

EU consumers have benefitted greatly from these initiatives. Fares across Europe have fallen markedly in real terms, with greater choice 
and competition and new routes across the EU. EU consumers have a common system of Passenger Rights. Airline passengers can 
claim compensation for delayed and cancelled flights anywhere in the EU. Airlines have a duty of care to delayed passengers and the 
needs of disabled passengers and others in need of assistance. 
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Brexit impact on aviation (1/2)

Sources: http://www.richardcorbett.org.uk/brexit-and-aviation/, March 2017 ; IATA, The impact of ‘BREXIT’ on UK Air Transport, June 2016; CBI, 
Making a success of Brexit – Aviation. Bird& Bird, How will Brexit affect the airline industry from a regulatory perspective?, June 2017

7. Impact on industry sectors and regions

Aviation

GVA (2015) £52bn

Workforce (2015) 961,000

EU workers 
(estimated at 7.2% - national average)

69,000

Exports (2015) £26bn

Imports (2015) Tbc

Trade deficit Tbc
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Brexit impact on aviation (2/2)
7. Impact on industry sectors and regions

Some impacts of Brexit
Unless the government negotiates a specific deal, the UK will be out of the European single aviation market at the end of March 2019. This 
would mean that  there will be no legal right to operate flights to in the EU or anywhere else covered by the current EU-level framework. If 
the UK is forced to fall back on our previous bilateral agreements (e.g. the Bermuda agreements) it would only allow a restricted number of 
airlines and flights. (Note that there is no World Trade Organisation framework for aviation). 

Brexit is unlikely to have a significant effect on EASA or the current European aviation safety regime. However, Brexit would deprive 
European airlines of automatic access to the UK aviation market, a market which undoubtedly is one of Europe's most important.

The UK would leave EASA and the regulatory and operational system, and would need to set up its own, unless it negotiates otherwise. 
There would also be significant implications for UK aerospace engineering and manufacturing, not least Airbus. The trade/single market 
related parts of any Brexit deal would be crucial for the UK (see also impact of Brexit on manufacturing).

For consumers, Brexit could undermine the right of British airline passengers to claim compensation for delayed and cancelled flights under 
EU consumer protection legislation. The aviation minister, has so far refused to pledge that the laws would remain in force after Brexit.

The UK could be excluded from the Single European Sky and SESAR (Single European Sky Air Traffic Management Research) 
programme, both of which seek to increase safety, efficiency and capacity while reducing delays within European airspace. Britain could 
lose its place at the negotiating table in shaping future regulation, undermining a sector where it enjoys international leadership.

Possible responses
The government will need to reach agreement with the EU27 on the air services market, or, failing that, secure a transition period pending 
negotiation of a new settlement. It must also seek something similar from third countries where we currently rely on the EU. 

The UK could seek to remain a member of ECAA, to give access to the Single Aviation Market, but the UK would have to comply with the 
range of EU aviation law, but would no longer not have any role in shaping new legislation. Securing agreement to fly to other EU countries 
from the UK should not be a problem, but it may be more difficult to secure continued rights for UK airlines to operate between other 
member states, or within them.

We could also seek to retain membership of the EASA. It is possible that only observer status will be on offer, if that, with diminished 
influence within it (although our influence is likely to diminish anyway as a non-EU member). But the alternative – of setting up our own 
separate agency and negotiating equivalency agreements, would be costly, needlessly duplicative and would take considerable time.

Airlines like EasyJet are already in the process of establishing new and separate operations outside the UK to ensure that they can 
continue to operate as now. This is an example of Brexit economic losses, similar to the way that banks are moving activities out of the UK.
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Brexit impact on regions
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Region Risk from 
loss of EU 
workers

Risk from 
loss of 
exports of 
goods to 
EU

Risk from 
loss of EU 
funds

South East Medium Medium Low

London High Medium Low

East Medium Medium Low

East Midlands Medium Medium Medium

North West Low Low Medium

Yorkshire and Humber Low Medium Medium

West Midlands Low Low Medium

South West Low Low Medium

Scotland Low Low Medium

North East Low High Medium

Northern Ireland Medium Medium High

Wales Low High High

• At a high-level, the firms that stand to lose the 
most from Brexit are those which:

• Employ a large number of EU 
migrants;

• Export a large amount to the EU; and
• Export goods which are subject to high 

tariffs from the EU.

• The regions which stand to lose most from 
Brexit are those which:

• Export a large amount to the EU;
• Employ large numbers of EU migrants; 

and
• Receive large amounts of funding from 

the EU.

• London is particularly reliant on EU labour, 
making it specifically at risk from any 
restrictions on migration. 

• All regions are significant exporters to the EU, 
so they all face risks from leaving the customs 
union. However, Wales and the North East are 
most dependent on the EU for exports. 

• Wales and Northern Ireland are likely to be 
worst affected by the loss of EU structural 
funds.

See Demos report for supporting methodology, 
detail and analysis.

Source: Demos, Tom Startup and Claudia Wood, Making the most of Brexit, 
March 2017. 
https://www.demos.co.uk/project/making-the-most-of-brexit/

7. Impact on industry sectors and regions
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Part 2

8. What is the EU?
9. Foreign direct investment
10. Environment
11. Education, science, healthcare
12. Defence and security
13. Euratom
14. EU and UK approaches to Brexit
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8. What is the EU?
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Section contents

History of the EU

EU institutional framework

EU decision-making  

Governing the Commission

MEPs and voting

European Court of Auditors

UK influence in the EU (pre-referendum)

8. What is the EU?
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History of the EU (1/4) -Ted Heath’s letter to voters in 1972
• “The Community which we are joining is far more than a common market”
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History of the EU (2/4)

Source of map: BBC website

8. What is the EU?

Free movement of: 
• Goods
• Capital 
• Services
• Labour

EU: population 510m (2016)
EU: 22% of global GDP 

UK: population 65m
UK: 3.5% of global GDP 
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These countries are in the 
process of joining the EU:
• Albania (not before 2025)
• Macedonia.(not before 2030)
• Montenegro (not before 2027)
• Serbia (not before 2027).
Turkey’s accession is suspended 
– no indicative date.
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History of the EU (3/4) - EU treaties
• The work of the EU is based on the treaties agreed by all the member countries — the latest main update was signed in

Lisbon in 2007 and came into force 1 January 2009. 

• When French Foreign Minister Robert Schuman proposed integrating western Europe’s coal and steel industries in 1950, 
his ideas were set out in the Treaty of Paris the following year, and the precursor to the EU — the European Coal and 
Steel Community — was born. Since then, the EU has regularly updated and added to the treaties to ensure effective 
policy and decision-making. 

• Treaty of Paris, establishing the European Coal and Steel Community, signed in Paris on 18 April 1951 and entered into 
force in 1952. It expired in 2002. 

• Treaties of Rome, establishing the European Economic Community (EEC) and the European Atomic Energy Community 
(Euratom), were signed in Rome on 25 March 1957 and came into force in 1958. 

• Single European Act (SEA) was signed in February 1986 and came into force in 1987. It amended the EEC Treaty and 
paved the way for completing the Single Market. 

• Treaty on European Union — the Maastricht Treaty — signed on 7 February 1992 and came into force in 1993. This 
treaty establishes the EU, on which member states confer competences to attain common objectives. It also introduces 
ever-closer union among the peoples of Europe, in which decisions are taken as openly as possible and as closely as 
possible to the citizen.

• Treaty of Amsterdam signed on 2 October 1997 and came into force in 1999. It amended previous treaties. 

• Treaty of Nice signed on 26 February 2001 and entered into force in 2003. It streamlined the EU institutional system so 
that it could continue to work effectively after the new wave of Member States joined in 2004. 

• Treaty of Lisbon signed on 13 December 2007 and came into force in 2009. It simplified working methods and voting 
rules, created a President of the European Council and introduced new structures with a view to making the EU a stronger 
actor on the global stage. It also determines the areas of, delimitation of, and arrangements for, exercising the EU’s 
competences.
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EU institutional framework (1/3)

Note - the Council of Europe is not an EU institution at all. 

• It is an intergovernmental organisation which aims to protect human rights, democracy and the rule of law. It was set up in 1949 and 
one of its early achievements was to draw up the European Convention on Human Rights. The Council of Europe now has 47 Member 
States, including all EU countries, and its headquarters are in Strasbourg, France.

• To enable citizens to exercise their rights under that Convention it set up the European Court of Human Rights. The European Court 
of Human Rights is not an EU institution. Source: National Audit Office, Briefing on EU-UK finances, December 2016

https://www.nao.org.uk/report/briefing-on-eu-uk-finances/
RBAS - October 2017  Brexit fact-base
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EU institutional framework (2/3) - responsibilities

Source: National Audit Office, Briefing on EU-UK finances, December 2016
https://www.nao.org.uk/report/briefing-on-eu-uk-finances/
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EU institutional framework (3/3) - presidents
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President How selected Role

European Parliament 
president 
Antonio Tajani

• Elected by: Members of the 
European Parliament

• Term: January 2017 - July 
2019

• Ensures parliamentary procedures are properly followed
• Oversees Parliament's various activities and committees
• Represents Parliament in all legal matters and in its 

international relations
• Gives final assent to the EU budget

European Council president 
Donald Tusk

• Appointed by: national 
leaders (heads of state or 
government of EU countries).

• Term: June 2017 - November 
2019

• Leads the European Council's work in setting the EU's 
general political direction and priorities – in cooperation with 
the Commission

• Promotes cohesion and consensus within the European 
Council

• Represents the EU externally on foreign and security issues

European Commission 
president
Jean-Claude Juncker

• Appointed by: national 
leaders (heads of state or 
government of EU countries), 
with the approval of the 
European Parliament.

• Term: November 2014 -
October 2019

• Gives political guidance to the Commission
• Calls and chairs meetings of the college of the 

Commissioners
• Leads the Commission's work in implementing EU policies
• Takes part in G7 meetings
• Contributes to major debates both in the European 

Parliament and between EU governments in the Council of 
the EU.

President of the Council of the 
EU
Kersti Kaljulaid (Estonia)

• Council presidency, which 
rotates every 6 months.

• Term: July - December 2017

• The Council of the EU is where national ministers discuss EU 
legislation. 

• The presidency is responsible for driving forward the 
Council's work on EU legislation, ensuring the continuity of 
the EU agenda, orderly legislative processes and cooperation 
among member states.

8. What is the EU?
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EU decision-making (1/2) 

EU bodies Comments
European Parliament, which represents the EU’s 
citizens and is directly elected by them. The European Council defines the general political 

direction and priorities of the EU but it does not exercise 
legislative functions. 

The European Commission proposes new laws and it is 
the European Parliament and Council that adopt them.

The Member States and the Commission then 
implement them. 

European Council, which consists of the Heads of 
State or Government of the EU Member States.

The Council, which represents the governments of the 
EU Member States. Aka “Council of Ministers”

European Commission, which represents the interests 
of the EU as a whole. 

How is legislation passed?

Every European law is based on a specific treaty article, referred to as the ‘legal basis’ of the legislation.
This determines which legislative procedure must be followed. 

The great majority of EU legislation is adopted using the ordinary legislative procedure. In this procedure, the 
Parliament and the Council share legislative power. 
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Types of law
A regulation is a law applicable and binding in all Member States directly. 
• Does not need to be passed into national law by the Member States (national laws may need 

to be changed to avoid conflicting with the regulation). 

A directive is a law that binds Member States, or a group of Member States, to achieve a 
particular objective. 
• Must be transposed into national law to become effective.
• Specifies the result to be achieved: up to Member States individually to decide how. 

A decision can be addressed to Member States, groups of people, or even individuals. It is 
binding in its entirety. Decisions are used, for example, to rule on proposed mergers between 
companies. 

Recommendations and opinions have no binding force. 
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Governing the Commission
1. Objectives set for each five-year mandate

• European Commission drafts a work plan – set at a high level

• Seeks agreement from the European Council (the leaders of all Member States) and the European Parliament. 

• Normally not amended once agreed but there can be changes to reflect unexpected issues (e.g. financial crisis), 

• Work plan predominantly reflects views of Member States.

2. Commission actions required proposals

• Operates to 'better regulation' principles

• Principles of subsidiarity and proportionality

• Runs public consultations on its proposals and/or seeks views on what proposals should be 

• Uses range of tools – non-legislative (recommendations and decisions) and legislative (directives and regulations). 

3. Approval 

• Proposals are subject to co-decision process of Council of Ministers and EP where each institution has separate 
committees to consider certain themes e.g. agriculture or economic matters. 

• Commission is party to deliberations and can try to influence discussions.

• Commission cannot force its view on Council of Ministers or EP. Commission's only power is to withdraw proposal.

• Formal mechanism for discussion between both sides to agree text (can be an extended process)

• Final, agreed proposals approved by vote in (i) full European Council, and (ii) EP plenary session.   
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MEPs and voting

• 751 MEPs based on adult population (UK has 73 MEPs or 9.7% of 751)

• To be passed by Council, proposed EU laws require a majority not only of member countries (55 %) but also of 
EU population (65 %). 

• At least four Member States representing at least 35 % of the EU population can block a decision. (Council is 
then required to do everything in its power to reach a satisfactory solution within a reasonable time period). 

Votes per country in the Council

• Germany, France, Italy, United kingdom 29 

• Spain, Poland 27 

• Romania 14 

• Netherlands 13 

• Belgium, Czech Republic, Greece, Hungary, Portugal 12 

• Bulgaria, Austria, Sweden 10 

• Denmark, Ireland, Croatia, Lithuania, Slovakia, 7 

• Finland Estonia, Cyprus, Latvia, Luxembourg, Slovenia 4 

• Malta 3 

• Total 352 
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European Court of Auditors

• The European Court of Auditors operates as a collegiate body of 28 Members, one from each EU country. 
The ECA is set up to examine the accounts of the Union.

• To be effective, the Court of Auditors — like any other supreme audit institution — must remain independent of 
the institutions and bodies it audits. 

• The ECA is supported by highly qualified staff originating from all Member States. The auditors frequently audit 
in the other EU institutions, the Member States and other beneficiary countries. 

• ECA also cooperates closely with supreme audit institutions in the Member States. Indeed, although the ECA’s 
work largely concerns the EU budget — for which the Commission retains overall responsibility — in practice, 
management of over 80 % of expenditure is shared with national authorities. 

• The ECA is free to: select its audit topics, the specific scope and approach to be followed; decide how and when 
to present the results of its selected audits; and choose the publicity to be given to its reports and opinions. 

• The ECA has no judicial powers but through its work brings irregularities, weaknesses and cases of suspected 
fraud to the attention of the EU bodies responsible for taking action, including the European Anti-Fraud Office 
(OLAF). 

• The ECA signed off on the 2015 accounts as reliable—something it's done for every set of figures since 
2007.

• The EU budget contained €142.5 billion of spending in 2014. In every area of the budget (apart from 
administration), and overall, enough spending fell outside of the proper procedures to pass the 2% 'materiality 
threshold'—the point at which the auditors view these 'errors' as significant.

• Overall, 4.4% of the EU's spending didn't follow the rules and accordingly shouldn't have been paid out. This 
can cover quite a wide range of situations and isn't synonymous with waste or fraud, according to the ECA.

See http://ec.europa.eu/budget/explained/reports_control/annual_rep/ann_rep_en.cfm; https://fullfact.org/europe/did-auditors-sign-eu-
budget/
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UK influence in the EU (pre-referendum) (1/3)

“UK has always been successful in seeking beneficial changes to EU proposals/legislation when it has sought it. However 
UK's influence has been decreasing over time” …... senior Brussels-based UK civil servant (retired) – 2016 pre-
referendum

• Language - English is currently the main language of the EU;

• Form of legislation - drafting of EU legislation follows pattern found in UK legislation;

• Form of deliberation - use of committees and negotiation between opposing political views is as UK;

• ‘Anglo Saxon’ economic model used by many EU states: UK seen as creator/developer of model;

• UK financial services - UK viewed as EU financial regulatory centre and global hub for EU.

• Success in placing UK people or people favourable to UK in key positions. E.g.:
• The UK’s Jonathon Hill was Commissioner for Financial Services until he resigned in 2016. 
• Economic and Monetary Committee in last EP was chaired by Sharon Bowles (previously MEP for SE England) –

now Baroness Bowles
• Committee for Internal Market and Consumer Protection in current mandate chaired by Vicky Ford (MEP, East of 

England) 
• UK MEPs often act as rapporteurs (who write reports for EP and committees and influence content).
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UK influence in the EU (pre-referendum) – (2/3)

UK has greatest number of 'opt outs' of any Member State. Examples include:

• Working Time Directive where the UK has a number of opt outs; 

• Rebate on our contribution to the EU budget; 

• Non-inclusion in the Eurozone; 

• Non-inclusion in the Schengen area (UK retains passport checks on its borders);

• Cameron’s agreement included increased UK powers on veto on Commission proposals.

Whilst still strong, UK's influence has been declining over recent years:

• UKIP - UK has 73 MEPs, but 24 (one third) represent UKIP. These MEPs play no constructive role in EP.  As a 
result, UKIP significantly weakens UK influence within EP.

• Growing anti-EU feeling in the UK affects UK and EU politicians –
• EU would be happy to divorce from marriage with an unwilling bride. 
• UK is now under-represented in Commission compared with other Member States, who view a Commission 

posting as positive. 

This has direct impact on:
• How successful UK has been in influencing the EU; 
• Successful negotiation in the event of a leave vote.
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UK influence in the EU  (3/3) - Commission (pre-referendum)
• UK civil servants deal with Commission at a number of levels:

• Via secondment where they have significant control over the drafting of proposals 
• Engagement with Commission Officials during drafting stage (this is viewed as the most productive time for 

seeking changes). 
• Once a proposal has been made, UK civil servants, who specialise on that topic, attend Working Group 

meetings with representatives of other Member States to consider detail and suggest amendments to the 
text (a lot of the real work on this is done in the margins and before meetings).

• NB: downsizing of Civil Service has put pressure on officials’ ability to come to Brussels.  Much of this 
work routed through UK Permanent Representation staff in Brussels who are not technical experts.

• To ensure that civil servants are pursuing the correct policy path, they:
• Seek Ministerial agreement and agreement of European Scrutiny committees of Parliament and 

Lords
• Update Minister and parliamentary committees as discussions continue.
• Prior to UK agreeing text at EU level, agreement will be sought from Parliament albeit UK's power to change 

EU legislation at that point is very limited - this element was an area of concern that the UK sought to 
address with the inclusion of a 'red card' in the recent negotiation.

• The other area where the UK can modify EU legislation is via the implementation of an EU Directive when 'woolly 
language' allows for flexibility of approach. Some recent notable examples: bank bonuses and Audit Directive that 
had over 20 Member State options.

• Where the UK feels strongly that it does not want to follow EU law (and has not been able to address that 
concern during negotiation on the text) it has sought and found compromise via 'opt outs'. 

• Ironically, UK has reputation for 'gold plating' EU law, i.e. going further than is required. Although this is generally 
less true today, it conflicts with view that UK 'has to do what Brussels says'. 
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Top countries in the world with the largest FDI stock (including the EU)

Inward FDI Stock Value (2016) US$ trillion

EU (excluding UK) 6.4

USA 6.4

China 2.9

United Kingdom 1.2

Source: OECD, May 2017. https://data.oecd.org/fdi/fdi-flows.htm
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9. Foreign direct investment
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9. Foreign direct investment
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Global FDI inflows 2016

• The UK ranked second in 2016 after the US and was a 
significant move up from 14th position in 2015.

• Mergers and acquisitions accounted for most of the 
increase in UK FDI (see next page).

Source: UNCTAD, World Investment Report,  2017
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UK FDI trend
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Source: UNCTAD, World Investment Report, UK country fact sheet, 2017

Foreign Direct Investment - UK
2005-07 (ave) 2014 2015 2016

FDI flows - USD billion
Inward 169              45                33              254             

Outward (169)             (148)             (82)             (13)              

FDI stock -USD trillion
FDI stock - inward 2.0 1.6 1.4 1.2

FDI stock - outward 0.3 1.7 1.6 1.4

2005-07 (ave) 2014 2015 2016
Key components of FDI flows - USD billion
Mergers and acquisitions - sales 150.4 37.3 70.8 250.8

Greenfield investments (as destination) 25.4 44.5 59.9 37.6

Mergers and acquisitions - purchases (96.9) 73.7 (37.8) (21.8)

Greenfield investments (as source) (56.0) (33.8) (49.1) (41.5)

• FDI has two main components (i) mergers and acquisitions (M&A) and (ii) investments in greenfield 
projects.

• In 2016, UK inward FDI included US$250bn of M&A. Two major acquisitions were the US$101 billion 
acquisition of SABMiller Plc by Anheuser-Busch (Belgium) and the US$32 billion purchase of ARM 
Holdings by SoftBank (Japan)

• In 2016, the greenfield component was US$38bn (down from US$60bn in 2015).

9. Foreign direct investment
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Source: World Bank
http://www.doingbusiness.org/~/media/WBG/DoingBusiness/Documents/Annual-Reports/English/DB17-Report.pdf

World Ranking Country
1 New Zealand 

2 Singapore 

3 Denmark 

4 Hong Kong SAR, China 

5 Korea, Rep. 

6 Norway 

7 United Kingdom 

8 United States 

9 Sweden 

10 Macedonia, FYR 

11 Taiwan, China 

12 Estonia 

13 Finland 

14 Latvia 

15 Australia 

9. Foreign direct investment
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Overview of Brexit implications for environment and climate change
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Current situation

• The UK’s EU Membership has had a fundamental impact on UK environmental legislation. UK climate change policy has also become 
increasingly enmeshed in EU policy. Overall, the EU’s influence is viewed positively.

• EU environmental law includes areas as nature and biodiversity, waste and recycling, air quality and chemicals regulation. The EU’s 
climate action measures include emissions trading, energy efficiency standards and support for low carbon technologies. 

• The UK has strong domestic climate change legislation, but domestic environment policy is heavily influenced by EU law. Along with 
other EU Member States, the UK has ratified the Paris climate change agreement.

• The implementation of EU law is monitored and enforced by EU institutions, in particular the European Commission and the ECJ. Both 
institutions have played a key role in driving improvements to the UK’s environment over the course of the UK’s membership of the EU, 
particularly through the threat of infraction proceedings.

Implications of Brexit

• The UK would be leaving the EU, not Europe. The UK’s environment will remain inextricably linked to the environment of Europe. In 
many areas, such as species conservation, or air and water quality, it will be vital for the UK and the EU to continue to co-operate in 
order to protect the shared European environment, whether terrestrial, marine, or atmospheric.

• Brexit is an opportunity to amend or repeal existing legislative measures, but the environment, and those seeking to preserve or invest 
in it, need long-term policy stability. Maintaining this stability during the Brexit process will be crucial to ensure that legal protections for 
the UK’s environment remain complete and effective. 

• Many stakeholders are now concerned that environmental protections and ambitions will be diminished – not least because of the 
complexity and extent of EU environmental law to be transposed into domestic legislation. 

• Governmental self-regulation will not be an adequate substitute for EU institutions post-Brexit. An effective domestic enforcement 
mechanism, able to sanction non-compliance, will be necessary to ensure that the objectives of environment legislation continue to be 
met in practice.

• The UK’s future trading relationship with the EU means that the UK would need to comply with, or adopt measures equivalent to, EU 
environmental standards in order to continue to trade freely with the EU. Chemicals regulations are a case in point. The UK would have 
no formal role in the development of EU standards post-Brexit, so the Government would need to rely on informal influence.

Source: House of Lords, European Union Committee, HL Paper 109, Brexit: environment and climate change, February 2017
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Friends of the Earth’s view
• In the field of environmental policy the EU has had an overwhelmingly positive effect. 

• Through EU membership the UK government has been required to put in place a host of policies with strict 
targets that are legally binding, and to provide regular publicly available reports upon its performance in relation 
to those targets. Key examples: reduced sulphur dioxide and nitrous oxide air pollution, cleaner rivers, cleaner 
beaches, greater UK wildlife protection

Pre-referendum view on Brexit

• The huge progress made in improving the UK environment could be lost in the absence of external pressure 
and auditing from EU actors, particularly in the areas of habitats, birds and bathing water. 

• A total withdrawal suggests a much wider erosion of environmental policy,….which risks significant 
environmental damage to the UK. 

• The frequent attempts by UK ministers to weaken progressive environmental policy at the European level, and 
the on-going refusal to implement important air quality law suggest that in the absence of external pressure 
there will be a weakening of environmental policy. 

Post-referendum view

Friends of the Earth is campaigning for:

• The UK’s environmental laws to stay as strong as, or stronger than, those in the rest of Europe

• The UK to be an international leader on climate change

• Any farming or land subsidies to be based on public good, e.g. improving biodiversity or better flood protection

• The UK to keep working with our European and international neighbours on our joint environmental challenges.
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Sources: 
Pre-referendum view:  source: Friends of the Earth, The Implications for UK Environmental Policy of a Vote to Exit the EU by Dr
Charlotte Burns, Environment Department, University of York, expert in European Union environment policy and processes. 
Post-referendum view: source https://www.foe.co.uk/page/what-does-brexit-mean-our-environment
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Marine Conservation Society view (1/2)

• The real crux with Brexit will be to ensure that the momentum for healthy seas and sustainable 
fisheries is maintained and built on to help deliver the UK’s ambitions of a productive and healthy marine 
environment that supports thriving coastal communities and a profitable fishing industry.

• With Brexit, MCS considers it of utmost importance that all of the EU directives and regulations set for 
environment matters must be applied in the UK via the Great Repeal Bill largely “as we were”. 

• Legislation on water quality and the nature directives - so crucial to our wildlife protection in UK waters –
have all proved themselves to be strong, robust and effective. If anything, they need better implementation, 
but definitely not reviewing or re-inventing.

• For managing fisheries, it is likely to be more complicated, not least because of the way EU regulations apply in 
this sector and because of the intrinsic international and transboundary nature of fisheries management. 

• Preserving the progress made in the last reform of the EU Common Fisheries Policy will be key. MCS invested 
a lot of energy and enthusiasm into helping get genuine reform of the CFP and is proud to see many fisheries 
improving, both in environmental status and profitability.

• There is a significant risk that both important environmental and fisheries laws will be weakened during 
Brexit negotiations. Some groups wish to see greatly increased fishing quotas for UK fleets and exclusive 
access to UK waters, whilst at the same time continuing to fish in other Member States’ waters and selling their 
catch to EU countries. 

• It is encouraging to see others seeing Brexit as an opportunity to “take sustainability further than we have been 
allowed to in the past”, according to Defra.

Source: Marine Conservation Society, http://www.mcsuk.org/what_we_do/What+we+do/What+we+do/What+Brexit+means+for+our+seas
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Marine Conservation Society view (2/2)

• Membership of the EU has delivered substantial and largely effective conservation of the marine environment. 
Thanks to EU Directives: 

• We don’t spend our British seaside holidays swimming in sewage as a result of the water quality standards 
set by the EU Bathing Water Directive; 

• The best bits of our seas are protected through the designation of special nature reserves, known as 
Marine Protected Areas (MPAs) under the EU Habitats and Birds Directives; 

• Countries across the EU must work together to protect and improve the quality of the sea and all that it 
contains. This is achieved through adoption of the Marine Strategy Framework Directive (MSFD); 

• Commercial fisheries must not cause overfishing by 2020, and the discarding of commercial species must 
come to an end by 2019 under the radically reformed Common Fisheries Policy (CFP); 

• Civil society has additional and effective means to hold the UK Government to account in relation to how well it 
looks after our environment. 

• While we do have some national marine legislation, most notably the UK Marine & Coastal Access Act and 
Marine (Scotland) Act, these are primarily to fill the gaps of EU legislation and do not replace it. 

• National boundaries are of no relevance to any form of pollution or marine wildlife, so we need supranational 
governance, legal frameworks and cooperation to achieve shared environmental standards. 

• MCS objectives of protecting the marine environment are therefore best achieved through a trans-boundary 
framework. 

Source: Marine Conservation Society, 
http://www.mcsuk.org/downloads/EU%20Benefits%20for%20Marine%20Conservation%2018th%20May%202016.pdf
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Impact of Brexit on higher education
Current situation
• Higher education in the UK is a world class sector: our universities rank amongst the best and produce highly-regarded 

research, making them attractive to international students and staff. 
• The higher education sector is valuable to the country: in 2011–12, universities generated an annual output of £73 billion 

for the UK economy, contributed 2.8% of GDP and supported over 750,000 jobs. International students supported an 
additional estimated £13.5 billion in gross output and contributed £13.8 billion gross value added to GDP in the UK in 
2014–15

• The higher education sector in the UK has strong ties to the EU. Collaboration and co-operation between UK universities 
and institutions on the continent are facilitated by: 

• free movement of students from the EU (127,000 non-UK EU students studied in the UK in 2015/16 – see next slide 
for details - and vice versa; 

• free movement of staff from the EU (31,600 EU migrants make up 16% of the academic staff in higher 
education).and vice versa; 

• membership of EU research programmes, which provide significant funds to universities and facilitate collaboration; 
• membership of Erasmus+, which provides funding for work and study placements abroad to support student and 

staff mobility (see next slide but one for details). 

House of Commons Education Committee recommendations in response to Brexit
• Uncertainty over EU students and EU staff needs to be reduced immediately. For staff, the issue of their residency rights 

require speedy resolution—the Government should react to any delay in reaching a reciprocal agreement by unilaterally 
guaranteeing rights before the end of 2017.

• The immigration system after Brexit should cater more particularly for the needs of higher education. It should facilitate, 
rather than obstruct, movement of people from and to our universities. The best model for all international students, 
including from the EU, is an open approach with few barriers. 

• Research collaboration with Europe is essential to higher education.  The Government should commit to Horizon 2020 
and future research frameworks to ensure ongoing research collaboration with the EU

• Erasmus+ is an important programme for student and staff  mobility and continued membership should be a Government 
target; if this looks unlikely, we recommend a home-grown replacement that could include mobility beyond Europe. 

• The Government should establish a new regional growth fund to replace, and exceed, the investment from European 
structural funding. 

RBAS - October 2017  Brexit fact-base

Source: House of Commons Education Committee Exiting the EU: challenges and opportunities for higher education, April 2017
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• In 2015/16, 428,000  international students studied in the UK in higher education (427,000 in 2014/15) – 19% 
of total

• Of these, 127,000 (5.6% of students in higher education and 29.1% of international students) from non-UK EU 
countries studied at UK universities in 2015/16 

• Research by Oxford Economics* for Universities UK found that through their payments to universities (for 
tuition fees and accommodation), international students supported an additional estimated £13.5 billion in 
gross output and contributed £13.8 billion gross value added to GDP in the UK in 2014–15. 

• Non-UK EU students accounted for 14% of this impact (£1.9bn). (EU students contribute less per capita than 
non-EU students because the tuition fees for a non-EU student are higher; there are also more non-EU post-
graduates).

* Source: Universities UK, http://www.universitiesuk.ac.uk/policy-and-analysis/reports/Documents/2017/briefing-economic-impact-international-students.pdf
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2014/15 2015/16 

EU 124,575 5.5% 127,440 5.6% 
Non-EU 312,010 13.8% 310,575 13.6% 

436,585 19.3% 438,015 19.2% 
UK 1,829,195 80.7% 1,842,315 80.8% 
Unknown 295 0.0% 505 0.0% 

2,266,075 100.0% 2,280,835 100.0% 

Source: Higher Education Statistical Agency https://www.hesa.ac.uk/data-and-analysis
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Erasmus+
§ Erasmus+(European Region Action Scheme for 

the Mobility of University Students) is the EU's 
programme to support education, training, youth 
and sport in Europe.

§ Managed by the European Commission, which 
sets priorities and targets and oversees delivery.

§ Priorities link with the EU migration agenda; the EU 
security agenda; and EU strategic investment in 
human capital.

§ A budget of €14.7 billion (5 yrs. to 2020) will 
provide opportunities for over 4 million Europeans 
to study, train gain experience, and volunteers 
abroad.

§ In 2014-15, 678,000 participated; budget 
was €2.1 billion for 2014-16.

§ 87,000 (13% of total) took part on courses in 
the UK in 2014-15; UK budget 2014-16 was 
€363m (17%).

§ About 16,000 (2%) UK students spend a 
year abroad under Erasmus.

§ Non-EU countries in the programmes are: 
Macedonia FYR, Iceland, Liechtenstein, 
Norway, Turkey.

11. Education, science, healthcare

Sources: 

Erasmus+ Programme Annual Report 2015.
https://ec.europa.eu/programmes/erasmus-
plus/sites/erasmusplus/files/erasmus-plus-annual-report-2015.pd

https://erasmusplus.org.uk/results-and-statistics

https://www.timeshighereducation.com/blog/uk-students-may-be-
barred-erasmus-after-brexit
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Current situation

• Government spending on research and development in the UK has been on a downward trend, falling from 
0.56 per cent of GDP in 2009 to 0.49 per cent of GDP in 2013, according to figures compiled by the 
Campaign for Science & Engineering (Case). The average in OECD countries in 2012 was 0.7 per cent of 
GDP, while the EU average was 0.64 per cent.

• UK Government spend on science and research for 2016/17 is £5.9bn

• The Horizon 2020 programme, the EU has allocated €80bn over 2014-2020 (approx. £10.5bn per year). 

Government response

• In November’s Autumn Statement, the Chancellor, Mr Hammond provided more detail: a new National 
Productivity Investment Fund will inject £4.7bn extra into R&D between 2017 and 2021. This is the largest 
increase in R&D investment in any Parliament since 1979.

• As at September 2016, the European Commission had announced grants to the UK of £2.2bn. The 
Treasury has stated it intends to underwrite funding of all awards made under the scheme while the UK is 
still a member of the EU. What happens after March 2019 is not clear.

11. Education, science, healthcare
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Impact of Brexit on healthcare
Current situation
• Employment:  around 144,000 EU nationals work in health and social care in England. (80,000 in adult social 

care, 58,000 in the NHS, and 6,000 in independent health organisations). In the NHS, around 10 per cent of 
doctors and 5 per cent of nurses are from the EU.

• Research: UK organisations are the largest beneficiary of EU health research funds, bringing well over €300m 
into the country since 2014. EU collaborative research opportunities help the NHS speed up the translation of 
medical discoveries into healthcare provision.

• Cross-border healthcare: over 27 million Britons have European Health Insurance Cards (EHIC), facilitating 
immediate access to healthcare when abroad in the EU. Over 1.2 million UK citizens living in the EU, including 
our pensioners who chose to retire to Europe, are entitled to healthcare abroad.

• Innovation: having a single EU medical regulation system has enabled new health technologies to be brought to 
market sooner for the benefit of patients. The NHS leads 1/4 of the new European Reference Networks, which 
improve diagnosis and treatment for rare and complex diseases. Clinical trials are regulated by EU rules.

• Funding: the UK ranks seventh or worse in healthcare funding compared to other EU countries (see next slide).

Some high-level implications
• Unfilled staff vacancies leading to reduced service due to EU health-workers deciding to leave the UK and 

others deciding not to come - caused mainly by uncertainty over citizens’ rights but also devaluation of sterling. 

• Relocation of the European Medicines Agency (EMA) from London and the UK leaving the EMA centralised 
system for the approval of new medicines. The UK will need to design and establish a replacement system.

• Negotiation of new trade deals with countries outside the EU is likely to have implications for the NHS, as the 
terms of these agreements could have consequences for public health (consider for example the controversy 
over the implications for health standards over the EU-US free trade agreement negotiations (TTIP).

• If Brexit leads to an economic downturn (as predicted by most economists), this will put pressure on public 
finances with a knock-on effect for public funding of health and social care. 
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Source: NHS Confederation, http://www.nhsconfed.org/regions-and-eu/nhs-european-office/brexit/commentary-and-analysis
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• UK ranked:
• 7th in terms of health expenditure 

as % of GDP at 9.9% 
• 11th in terms of spend per head 

of population at €3,448.

• Germany and Netherlands (both 
10.9 %), France and Sweden (both 
11.1 %) are the four member states 
with higher ratios of current 
healthcare expenditure to GDP

• After adjusting for price differences, 
by expressing expenditure in 
purchasing power standards 
(PPS): 

• Netherlands (PPS €3.8k per 
inhabitant), Germany (PPS €3.9k 
per inhabitant) and Luxembourg 
(PPS €4.1k per inhabitant) 
recorded the top three 
healthcare expenditures per 
head.

• UK ranked 11th in terms of PPS 
at €2.8k per inhabitant.

Source: Eurostat
http://ec.europa.eu/eurostat/statistics-
explained/index.php/Healthcare_expenditure_statistics

11. Education, science, healthcare

Comparison of EU nations’ health spend

UK

Healthcare expenditure, 2014 
(Spend/head and % of GDP)
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12. Defence and security
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Current defence and security threats

The major threats currently facing the UK are cross-border and transnational:
• Terrorism; 
• Global migration crisis (partly linked to climate change) and regional rivalries; 
• Security situation in the Middle East (e.g. Syria, Libya) and ungoverned spaces;
• Eastern Europe tensions and Ukraine conflict  - increasing Russian incursions into EU air and 

naval space; 
• Cross-border crime;
• Cyber security; and
• Foreign interference in elections.
Addressing all of these threats requires international collaboration and cooperation.
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Source: European Commission, White Paper on Defence, June 2017
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• Article 42 of the Maastricht Treaty (1991) provides for substantial military integration, but requires unanimity in 
the European Council. But Article 42 also provides for a permanent structured cooperation between the armed 
forces of a subset of member states. 

• The Common Security and Defence Policy (CSDP), is a major element of the Common Foreign and Security 
Policy of the European Union (EU) and is the domain of EU policy covering defence and military aspects. The 
UK along with France has been a prime mover in its development.

• The CSDP maintains clear “red lines”, such as the non-duplication of NATO’s operational planning and 
command structures.

• UK had started to walk away from the CSDP and cut back its contribution to EU deployments long before 
the referendum. It now ranks only 5th among the contributors to CSDP military operations, after France, 
Italy, Germany and Spain, and 7th for civilian missions, after Germany, Netherlands, Poland, Sweden, 
France and Finland.

• Synchronised Armed Forces Europe (SAFE) founded in 2009 is a concept for an ever closer synchronisation
of the European forces under the Common Security and Defence Policy.  But it’s voluntary.

12. Defence and security
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Trends in military spending

• Collectively, Europe is the world’s second largest military spender. While most defence budgets in Europe have 
been contracting - military expenditure among EU 28 has fallen by 9% since 2005 - countries such as China, 
Russia and Saudi Arabia have been upgrading their armies on an unprecedented scale

• The United States already invests more than twice as much on defence than all Member States combined and 
will increase its budget by almost 10% in 2018. China has increased its budget by 150% over the past decade, 
with a further rise of 7% expected in 2017, while Russia invested 5.4% of its GDP on defence last year.

• Europe is far from being the second largest military power – partly due to inefficiency in spending and a lack of 
interoperability. 
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Sources: European Commission, White Paper on Defence, June 2017
https://ec.europa.eu/epsc/publications/strategic-notes/defence-europe_en
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History of EU defence collaboration initiatives
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Source: European Commission position paper – EPSC Strategic Notes Issue 4 June 2015
https://ec.europa.eu/epsc/sites/epsc/files/strategic_note_issue_4_en.pdf
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12. Defence and security
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European collaboration on defence spending

Source: European Commission position paper – EPSC Strategic Notes Issue 4 June 2015

https://ec.europa.eu/epsc/sites/epsc/files/strategic_note_issue_4_en.pdf

• European countries continue to pursue costly 
duplications of military capabilities: in 2013, 
84% of all equipment procurement took place at 
national level, thereby depriving countries of the 
cost savings that come with scale.

• The lack of interoperability between 28 
European armies significantly slows down the 
EU’s ability to intervene collectively in 
expeditionary missions where European 
interests and values are at stake. 

• The overall decrease in spending results in 
reduced investment in new technologies and 
prevents renewal of military programmes. 
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• The EU has the third largest arsenal of nuclear weapons, after the United States (6,800 
including those deployed in EU) and Russia (7,000).

• The EU possesses 525 warheads, and hosts between 90 and 130 US warheads. 

• Six EU states host nuclear weapons: 
• France (300 warheads) and UK (215) have their own;
• Belgium, Germany, Italy and the Netherlands host US nuclear weapons as part of 

NATO's nuclear sharing policy (90-130). 

12. Defence and security

Source: Federation of American Scientists, https://fas.org/issues/nuclear-weapons/status-world-nuclear-forces/
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Brexit implications for defence
• Key risks of Brexit to the UK’s defence and security: 

• Reduced UK-EU co-operation over policing and judicial affairs; 
• Weaker diplomatic collaboration; 
• Impeded intelligence-sharing; 
• Diverging defence and security policies; and
• Damage to UK defence industry due to trade impacts.

• Risks of Brexit to the EU: an economically weak or politically fragmented UK would be a major security concern 
for both the EU (and the US).

• Although many bilateral initiatives and arrangements between the UK and EU states (e.g. the Combined 
Joint Expeditionary Force) are unlikely to be directly affected by Brexit (since they exist outside of EU 
institutional structures), indirect effects (such as Brexit-induced economic decline or the diminution of 
British power and influence overseas) could damage these arrangements to the detriment of both parties. 

• Wider implications include uncertainty regarding the likely institutional impacts of Brexit. There are questions 
over Britain’s future role, if any, in EU defence and security missions and initiatives as well as the ability of the 
EU to deliver military effect in the absence of UK military capabilities.  

• Proposals for a permanent EU military force have become more vocal in the last year, although there 
appears to have been little detailed work on what this might look like in practice. 

• Uncertainty extends to NATO with some questioning whether Brexit heralds a wider strategic retreat by the 
UK with impacts for NATO, and whether the Alliance will inevitably be weakened by the diversion of 
European defence resources into the creation of a standing EU military body.
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Source: RAND Europe, A snapshot of international perspectives on the implications of the UK’s decision to leave the EU, 2017
http://www.rand.org/content/dam/rand/pubs/perspectives/PE200/PE225/RAND_PE225.pdf
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Security – current situation
Current situation

As a member of the EU, the UK’s counter-terrorism and crime operations have depended on extensive formal and informal 
networks of intelligence and data sharing, including, at the EU level:

• Europol, the EU’s law enforcement agency, employing over 900 people, is generally considered invaluable both for 
intelligence sharing and at the operational level;

• Schengen Information System (SIS), which the UK is part of despite not being in the Schengen travel area. Thousands of 
EU27 SIS-issued and UK-issued alerts are accessed by law enforcement and border agencies each year. (As the UK is 
outside Schengen, it already checks the security risk of all arrivals into the country, whether from the EU or not.);

• Passenger Name Record data (obliges airlines to hand over passenger records to EU Member States to prevent terrorism 
and serious crime, including trafficking in drugs, people or weapons, cybercrime, and sexual exploitation of children).

• European Criminal Records Information System (ECRIS);

• European Arrest Warrant (make extradition of criminal suspects simpler);

• Eurojust which was set-up to promote judicial cooperation in criminal matters;

• Frontex - the EU Border Agency and Coast Guard; and 

• Prum Convention a treaty signed in 2005 between Belgium, Germany, Spain, France, Luxembourg, the Netherlands and 
Austria on cross-border cooperation, particularly in combating terrorism, cross-border crime and illegal migration. Some 
provisions were later subsumed into EU law and therefore adopted by the UK.

Other security arrangements include:

• Le Touquet - trilateral agreement between the UK, Belgium and France, whereby the UK has its border checks in Calais 
for ferries (Paris and Brussels for Eurostar) while France has its in Dover and at St Pancras station.

• UK-Irish border – the hard border has been discontinued. Visitors from outside the EU can visit both countries on a single 
visa. The virtual disappearance of the border contributes to continued peace in the north of Ireland.
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Source: Dr Charles Tannock, MEP, Brexit: the Security Dimension, March 2017.
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Security – implications of Brexit
Implications of Brexit

• Continued cooperation between the EU27 and the UK on security will be important both for the EU27 and the 
UK.

• Neither Britain nor the EU27 wish to see security compromised – but if political relationships and trust break 
down during the negotiations, this could be a disastrous unintended consequence. The challenge will be to 
identify how Britain can continue after leaving the EU to exercise influence and to participate in EU security 
structures.

• At the time of writing neither the UK nor the EU has published a position paper with proposals about how this 
could be done.

• “The UK must acknowledge in these circumstances that its powers are limited in these areas in particular, and 
that ultimately the outcome will be largely determined by the EU27 unless the UK demonstrates a spirit of 
compromise and a willingness to bring assets to the table, such as good intelligence and criminal records data 
sharing at a comparable level to which it has hitherto restricted to its traditional “Five Eyes” Anglosphere 
partners.”
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Source: Dr Charles Tannock, MEP, Brexit: the Security Dimension, March 2017.



162

13. Euratom

RBAS - October 2017  Brexit fact-base

Section contents

Current situation

Implications for UK of leaving Euratom

12. Defence and security



163

Euratom (1/2)
Current situation

• The European Coal and Steel Community established the European Atomic Energy Community (Euratom) in 1957 to 
provide secure access to nuclear materials and technology for peaceful uses and research. The treaty establishing 
Euratom is separate from the EU treaties.

• Euratom is separate from the EU, but governed by EU institutions including the European Commission and is under 
the ECJ’s jurisdiction. The Euratom Community is funded by the European Union’s central budget.

• Euratom establishes a Single Market for trade in nuclear materials and technology. It ensures that Europe’s nuclear plants 
are operated safely and guarantees a secure supply of nuclear fuel. Around 30% of the EU’s electricity supply (20% of the 
UK’s domestic supply) comes from nuclear. The UK also requires access to nuclear materials and expertise to support its 
nuclear weapons and submarines

• Euratom facilitates the sharing of EU nuclear expertise and the highly-regulated movement of nuclear goods. UK is part of 
cooperation agreements with eight other nations, including Australia, US, Kazakhstan, South Korea and Canada, which 
account for about 70% of world uranium production. 

• Certain skills for the UK’s nuclear programme are only available in certain countries or are in short supply in the UK. 
For instance, the UK has historically imported specialist skills such as welders, steel fixers and pipefitters from 
overseas.

• Euratom has extensive wider interests including research into nuclear technology; establishing standards and regulations 
for the safe and secure handling and use of nuclear materials; and regulating the supply of the isotopes used in nuclear 
medicine. 

• The UK does not have any reactors capable of producing medical isotopes. Because they decay rapidly – often 
within hours or days - UK hospitals rely on a continuous supply from reactors in France, Belgium and the 
Netherlands. 
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Sources:    Nuclear Industry Association, The UK’s Withdrawal from Euratom, May 2017
Institute for Government: https://www.instituteforgovernment.org.uk/brexit-explained/euratom
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Euratom (2/2)

Implications for UK of leaving Euratom

To avoid major disruption to business across the whole nuclear fuel cycle, both in the UK and overseas, a cliff-edge exit from 
Euratom would create significant risks (and, by implication, costs) for the UK. 

1. Reduced access to nuclear fuel

• The UK has no domestic sources of nuclear fuel. Leaving Euratom will break guarantees that support supply chains from 
producers to the UK.

• While the nuclear utilities should have enough fuel to cover the near term, the UK will need to forge new relationships with 
other nations to guarantee long-term access to nuclear fuel.

2. Interruptions to the supply of medical isotopes

• Leaving Euratom risks breaking a series of time-sensitive supply chains which supply isotopes used in nuclear medicine. 
A disrupted supply chain would mean that hospitals would have to delay or cancel thousands of medical tests.

• Without the support of Euratom, the UK is likely to face difficulties guaranteeing the supply of these materials to UK 
hospitals.

3. Reduced participation in cutting-edge nuclear research

• A key area of Euratom activity is nuclear power research, particularly nuclear fusion. The EU funds the world’s biggest 
nuclear fusion experiment, Torus, in Oxfordshire.

• The UK’s departure from Euratom could jeopardise access to both research funds and facilities, and make it more difficult 
for scientists and engineers in these fields to work in the UK.

4. Safety 

• Leaving Euratom will not result in the industry being less safe. The UK has a well-established domestic civil nuclear 
regulator and safety regime. The basic Euratom safety standards required are derived from international nuclear law 
which will continue to apply in the UK, even if it leaves the Euratom Community.
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14. EU and UK approaches to Brexit
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EU approach to Brexit (1/2)
1. European Council adopted (Art. 50) guidelines for Brexit negotiations (29 April 2017)

http://www.consilium.europa.eu/en/press/press-releases/2017/04/29-euco-brexit-guidelines/

• The guidelines address in general terms the basic principles underlying the EU’s negotiating position such as 
acting with one voice, mitigating uncertainty for citizens and businesses, adhering to the principle of sincere 
cooperation and ensuring the integrity of the internal market.

• The negotiations are envisaged in two phases.
• The first phase covers the disentanglement of the UK from the EU and from all the rights and obligations 

that the UK derives from commitments undertaken as a Member State. In particular, providing clarity and 
legal certainty to citizens, businesses, stakeholders and international partners on the immediate effects of 
the UK’s withdrawal.

• Regarding the second phase, the guidelines state that it will not be possible to conclude an agreement 
setting out any future relationship between the UK and the EU until the UK formally leaves the EU and 
becomes a third country. The 27 Member States have indicated that they are willing to engage in 
“preliminary and preparatory discussions” with a view to establishing an overall understanding on the 
framework for future UK-EU relations.

• To the extent necessary and legally possible, the negotiations may also seek to determine transitional 
arrangements which are in the interest of the EU and, as appropriate, to provide for bridges towards the 
foreseeable framework for the future relationship.
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EU approach to Brexit (2/2)
2. The Council adopted the Commission’s recommendations and authorised the start of Brexit negotiations and 
published Brexit negotiating directives (22 May 2017)

http://www.consilium.europa.eu/en/press/press-releases/2017/05/22-brexit-negotiating-directives/

• Together with the European Council guidelines agreed by the leaders of the EU27 on 29 April 2017, these 
negotiating directives outline the priorities for the first phase of the negotiations.

• Formal negotiations will begin as soon as the UK is ready. In preparation for the first meeting between the EU 
and UK negotiators, the Commission will share draft negotiating documents with the EU27 Member States. 
These documents will cover the following areas: 

• Citizens' rights;
• Euratom;
• Issues related to goods placed on the market before the UK's withdrawal;
• On-going judicial and administrative procedures; 
• The governance of the Article 50 agreement; and 
• The method to be used to determine financial settlement. 

• All documents will be made public. The Commission website provides timely updates on the negotiations, see:

https://ec.europa.eu/commission/brexit-negotiations_en
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UK government objectives for Brexit (1/2)
The White Paper, which builds on Theresa May’s Lancaster House speech, lays out the UK government’s negotiating 
objectives. It is a political document rather than a technical document - it is high level and does not provide much detail.    
The 12 objectives are as follows:

1. Providing certainty and clarity – We will provide certainty wherever we can as we approach the negotiations.

2. Taking control of our own laws – We will take control of our own statute book and bring an end to the jurisdiction of the 
Court of Justice of the European Union in the UK.

3. Strengthening the Union – We will secure a deal that works for the entire UK – for Scotland, Wales, Northern Ireland and 
all parts of England. We remain fully committed to the Belfast Agreement and its successors.

4. Protecting our strong and historic ties with Ireland and maintaining the Common Travel Area – We will work to deliver a 
practical solution that allows for the maintenance of the Common Travel Area, whilst protecting the integrity of our 
immigration system and which protects our strong ties with Ireland.

5. Controlling immigration – We will have control over the number of EU nationals coming to the UK.

6. Securing rights for EU nationals in the UK, and UK nationals in the EU – We want to secure the status of EU citizens 
who are already living in the UK, and that of UK nationals in other Member States, as early as we can.

7. Protecting workers’ rights – We will protect and enhance existing workers’ rights.

8. Ensuring free trade with European markets – We will forge a new strategic partnership with the EU, including a wide 
reaching, bold and ambitious free trade agreement, and will seek a mutually beneficial new customs agreement with the EU.

9. Securing new trade agreements with other countries – We will forge ambitious free trade relationships across the world.

10. Ensuring the UK remains the best place for science and innovation – We will remain at the vanguard of science and 
innovation and will seek continued close collaboration with our European partners.

11. Cooperating in the fight against crime and terrorism – We will continue to work with the EU to preserve European 
security, to fight terrorism, and to uphold justice across Europe. 8 The United Kingdom’s exit from and new partnership with 
the European Union

12. Delivering a smooth, orderly exit from the EU – We will seek a phased process of implementation, in which both the UK 
and the EU institutions and the remaining EU Member States prepare for the new arrangements that will exist between us.
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Source: The United Kingdom’s exit from and new partnership with the European Union White Paper, Feb 2017
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UK government objectives for Brexit (2/2)
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Source: The United Kingdom’s exit from and new partnership with the European Union White Paper, Feb 2017

Government negotiating objectives for Brexit Comment

1 Providing certainty and clarity Not yet provided. 

2 Taking control of our own laws We currently control the majority of our laws and shape EU laws 
and regulations (also approve/have veto). 
With Brexit, we lose our influence/control over EU regulation but 
still need to comply to trade with EU.

3 Strengthening the Union Brexit damage limitation

4 Protecting our strong and historic ties with Ireland Brexit damage limitation

5 Controlling immigration No major change likely – net EU migration will continue to fluctuate 
depending on UK economic and skill needs relative to those of rest 
of EU. NB Non-EU immigration exceeds immigration from EU (see 
immigration section).

6 Securing rights for EU nationals in the UK, and UK 
nationals in the EU

Brexit damage limitation

7 Protecting workers’ rights Brexit damage limitation

8 Ensuring free trade with European markets Brexit damage limitation

9 Securing new trade agreements with other countries Brexit damage limitation

10 Ensuring the UK remains the best place for science 
and innovation

Brexit damage limitation

11 Cooperating in the fight against crime and terrorism Brexit damage limitation

12 Delivering a smooth, orderly exit from the EU Brexit damage limitation

Most of the UK government’s 12 objectives for Brexit relate to limiting the damage of Brexit.

14. EU and UK approaches to Brexit
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EU/UK position and partnership papers (1/2) 
European Commission UK Government

EU27 UK Position papers Position and partnership papers

29/5 12/6 Essential principles on the financial settlement 26/6 Safeguarding the position of EU citizens in the UK and 
UK nationals in the EU

29/5 12/6 Essential principles on citizens’ rights 13/7 Ongoing Judicial and Administrative Proceedings

29/6 13/7 Nuclear materials and safeguard equipment 
(Euratom)

13/7 Nuclear Materials and Safeguard Issues

29/6 13/7 Judicial Cooperation in Civil and Commercial 
Matters

13/7 Privileges and Immunities

29/6 13/7 Ongoing Union Judicial and Administrative 
Procedures

15/8 Future customs arrangements

29/6 13/7 Ongoing Police and Judicial Cooperation in 
Criminal Matters

16/8 Northern Ireland and Ireland

29/6 13/7 Issues relating to the Functioning of the Union 
Institutions, Agencies and Bodies

21/8 Continuity in the availability of goods for the EU and the 
UK

29/6 13/7 Governance 21/8 Confidentiality and access to documents

29/6 13/7 Goods placed on the Market under Union law 
before withdrawal date

22/8 Providing a cross-border civil judicial cooperation 
framework

20/7 Joint technical note on EU-UK positions on citizens’ rights after second round of negotiations

23/8 Enforcement and dispute resolution

24/8 The exchange and protection of personal data
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https://ec.europa.eu/commission/brexit-negotiations/negotiating-documents-article-50-negotiations-united-
kingdom_en?field_core_tags_tid_i18n=351&page=1

https://www.gov.uk/government/publications?departments%5B%5D=department-for-exiting-the-european-union
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EU/UK position and partnership papers (2/2) 
European Commission UK Government

EU27 UK Position papers Position and partnership papers

7/9 21/9 Position paper on the Use of Data and 
Protection of Information Obtained or 
Processed before the Withdrawal Date

6/9 Collaboration on science and innovation

7/9 21/9 Position paper on customs-related matters 
needed for an orderly withdrawal of the UK 
from the Union

8/9 Information about the Repeal Bill

7/9 21/9 Guiding principles for the dialogue on 
Ireland/Northern Ireland

12/9 Foreign policy defence and development

7/9 21/9 Position paper on Public Procurement 18/9 Security, law enforcement and justice

7/9 21/9 Position paper on intellectual property rights 
(including geographical indications)

28/9 Joint technical note on EU-UK positions on citizens' rights after third round of negotiations

9/10 Customs Bill: legislating for the UK’s future customs, VAT 
and excise regimes

11/10 Joint letter from the EU and the UK Permanent Representatives to the WTO
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For an up-to-date resource on Brexit negotiations and subsequent papers, visit http://jackofkent.com/brexit-negotiations-resource-page/
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Appendices

A. Euro-myths
B. EU budget and UK contributions
C. ONS definitions
D. GVA data by industry sector
E. EU trade agreements
F. Referendum electorate, result, hindsight
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Euro-myths
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A. Euro-myths

• Economist’s analysis of the 
European Commission's blog 
on debunking Euro-myths. 

• The Economist article was 
published on 22 June 2016 –
so excludes the post-
referendum myths.

• http://blogs.ec.europa.eu/ECin
theUK/euromyths-a-z-index/

• http://www.economist.com/blo
gs/graphicdetail/2016/06/daily-
chart-15
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EU budget for 2015
B. EU budget and UK contributions

Source: National Audit Office, Briefing on EU-UK finances, December 2016
https://www.nao.org.uk/report/briefing-on-eu-uk-finances/
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UK contributions for 2012-13 to 2019-20
B. EU budget and UK contributions
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Source: https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/630570/60243_PESA_Accessible.pdf - page 194
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Assets and liabilities
B. EU budget and UK contributions

Source: National Audit Office, Briefing on EU-UK finances, December 2016
https://www.nao.org.uk/report/briefing-on-eu-uk-finances/

RBAS - October 2017  Brexit fact-base



177

UK gross contribution to the EU
B. EU budget and UK contributions

Source: National Audit Office, Briefing on EU-UK finances, December 2016
https://www.nao.org.uk/report/briefing-on-eu-uk-finances/
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EU budget accountability cycle

B. EU budget and UK contributions

Source: National Audit Office, Briefing on EU-UK finances, December 2016
https://www.nao.org.uk/report/briefing-on-eu-uk-finances/
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EU budget management, control and audit
B. EU budget and UK contributions

Source: National Audit Office, Briefing on EU-UK finances, December 2016
https://www.nao.org.uk/report/briefing-on-eu-uk-finances/
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Occupations contained within ONS skill levels

Skill level
Standard Occupational 
Classifications 2010 
included

High 11 Corporate managers and directors
21 Science, research, engineering and technology professionals
22 Health professionals
23 Teaching and educational professionals
24 Business, media and public service professionals

Upper middle 12 Other managers and proprietors
31 Science, research, engineering and technology associate professionals
32 Health and social care associate professionals
33 Protective service occupations
34 Culture, media and sports occupations
35 Business and public service associate professionals
51 Skilled agricultural and related trades
52 Skilled metal, electrical and electronic trades
53 Skilled construction and building trades
54 Textiles, printing and other skilled trades

Lower middle 41 Administrative occupations
42 Secretarial and related occupations
61 Caring personal service occupations
62 Leisure, travel and related personal service occupations
71 Sales occupations
72 Customer service occupations
81 Process, plant and machine operatives
82 Transport and mobile machine drivers and operatives

Low 91 Elementary trades and related occupations
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ONS data: countries contained within nationality groups 

EU 14
Austria

Belgium

Denmark

Finland

France

Germany

Greece

Italy

Luxembourg

Netherlands

Portugal

Spain (except Canary Islands)

Spain (not otherwise 
specified)

Sweden

Canary Islands

Monaco

Vatican City

Republic of Ireland

EU 8

Czech Republic

Estonia

Hungary

Latvia

Lithuania

Poland

Slovakia

Slovenia

Czechoslovakia (not otherwise 
specified)

EU 2

Bulgaria

Romania

EU - other

Croatia

Cyprus

Malta
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GVA data by industry sector
Sector 2015 £bn % of

total

Agriculture, forestry and fishing 10,833 0.7% 

Mining and quarrying 16,947 1.0% 

Manufacturing 162,829 9.8% 

Food products, beverages and tobacco 26,109 1.6% 

Textiles, wearing apparel and leather 
products 5,875 0.4% 

Wood and paper products and printing 11,401 0.7% 

Coke and refined petroleum products 1,569 0.1% 

Chemicals and chemical products 10,004 0.6% 

Basic pharmaceutical products and 
preparations 12,716 0.8% 

Rubber and plastic products 11,995 0.7% 

Basic metals and metal products 19,729 1.2% 

Computer, electronic and optical 
products 8,569 0.5% 

Electrical equipment 4,643 0.3% 

Machinery and equipment not 
elsewhere classified 10,882 0.7% 

Transport equipment 23,546 1.4% 

Other manufacturing and repair 15,791 0.9% 
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Sector 2015 
£bn

% of
total

Electricity, gas, steam and air-conditioning supply 24,824 1.5% 

Water supply; sewerage and waste management 16,708 1.0% 

Construction 101,937 6.1% 

Wholesale and retail trade; repair of motor vehicles 182,510 11.0% 

Transportation and storage 77,103 4.6% 

Accommodation and food service activities 49,674 3.0% 

Information and communication 108,474 6.5% 

Financial and insurance activities 120,351 7.2% 

Real estate activities 216,115 13.0% 

Professional, scientific and technical activities 124,730 7.5% 

Administrative and support service activities 80,398 4.8% 
Public administration and defence; compulsory 
social security 78,548 4.7% 

Education 98,025 5.9% 

Human health and social work activities 130,723 7.8% 

Arts, entertainment and recreation 22,983 1.4% 

Other service activities 35,585 2.1% 

Activities of households 7,045 0.4% 

All industries 1,666,342 100.0% 

D. GVA data

Source: ONS Regional Gross Value Added 1997-2015, December 2016
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E. EU trade agreements

40 EU trade agreements are 
in force.  32 are listed 
opposite.

There are three main types of 
agreements:

(i) Customs Unions (3/32): 
eliminate customs duties 
in bilateral trade; 
establish a joint customs 
tariff for foreign 
importers.

(ii) Association Agreements, 
Stabilisation
Agreements, (Deep and 
Comprehensive) Free 
Trade Agreements and 
Economic Partnership 
Agreements (21/32): 
remove or reduce 
customs tariffs in 
bilateral trade.

(iii) Partnership and 
Cooperation Agreements 
(5/32) : provide a general 
framework for bilateral 
economic relations but 
leave customs tariffs as 
they are. Source: http://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/#_partly-in-place

(Note: the headline figures quoted on page [ ] and above were confirmed directly with the EU in October 2017. 
There seems to be a small difference in numbers with the detailed list of agreements on the EC website).
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E. EU trade agreements

A further 42 
agreements are 
partly in place (38 
of these are 
provisionally 
applied).

Many of these are 
with other free 
trade areas or 
customs unions. 

Only three are 
partnership 
agreements.

Country Type of agreement Provisionally applied/status

El Salvador (Central America) Association Agreement with a strong trade component Signed 29/06/2012, provisionally applied since 2013
Guatemala (Central America) Association Agreement with a strong trade component Signed 29/06/2012, provisionally applied since 2013
Honduras (Central America) Association Agreement with a strong trade component Signed 29/06/2012, provisionally applied since 2013
Nicaragua (Central America) Association Agreement with a strong trade component Signed 29/06/2012, provisionally applied since 2013
Panama (Central America) Association Agreement with a strong trade component Signed 29/06/2012, provisionally applied since 2013
Costa Rica (Central America) Association Agreement with a strong trade component Signed 29/06/2012, provisionally applied since 2013
Canada Comprehensive Economic and Trade Agreement (CETA) Signed 30 October 2016, provisionally applied since 21/09/2017
Botswana (SADC) Economic Partnership Agreement Provisionally applied since 10/10/2016
Lesotho (SADC) Economic Partnership Agreement Provisionally applied since 10/10/2016
Mozambique (SADC) Economic Partnership Agreement Provisionally applied since 10/10/2016
Namibia (SADC) Economic Partnership Agreement Provisionally applied since 10/10/2016
South Africa Economic Partnership Agreement Provisionally applied since 10/10/2016
Swaziland (SADC) Economic Partnership Agreement Provisionally applied since 10/10/2016
Antigua and Barbuda (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Bahamas (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Barbados (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Belize (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Dominica (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Dominican Republic (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Grenada (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Guyana (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Haiti (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Jamaica (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
St Kitts and Nevis (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
St Lucia (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
St Vincent and the Grenadines (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Suriname (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Trinidad and Tobago (CARIFORUM) Economic Partnership Agreement Provisionally applied since 2008
Madagascar, Mauritius, the Seychelles, and Zimbabwe (ESA) Economic Partnership Agreement Signed 08/2009, provisionally applied since 2012 
Mauritius (ESA) Economic Partnership Agreement Signed 08/2009, provisionally applied since 2012 
Seychelles (ESA) Economic Partnership Agreement Signed 08/2009, provisionally applied since 2012 
Zimbabwe (ESA) Economic Partnership Agreement Signed 08/2009, provisionally applied since 2012 
Singapore Free Trade Agreement (Not applied) Subject to CJEU opinion delivered in May 2017
Cameroon (Central Africa) Interim Economic Partnership Agreement Provisionally applied since 2014 
Fiji (with Papua New Guinea) Interim Partnership Agreement Ratified by Papua New Guinea in May 2011
Papua New Guinea (with Fiji) Interim Partnership Agreement Ratified by Papua New Guinea in May 2011
Papua New Guinea and Fiji Interim Partnership Agreement Ratified by Papua New Guinea in May 2011 
Ivory Coast (West Africa) Stepping stone Economic Partnership Agreement Provisionally applied since 03/09/2016
Ghana (West Africa) Stepping stone Economic Partnership Agreement Provisionally applied since 15/12/2016 
Colombia (with Ecuador and Peru) Trade Agreement Signed 26/07/2012, provisionally applied since 2013
Ecuador (with Colombia and Peru) Trade Agreement Signed 26/07/2012, provisionally applied since 2013
Peru (with Colombia and Ecuador) Trade Agreement Signed 26/07/2012, provisionally applied since 2013

Deep and Comprehensive Free Trade Agreement Signed 29/05/2014, provisionally applied since 01/01/2016
Association Agreement

Ukraine
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E. EU trade agreements

Country Type of agreement Status
Japan Economic partnership Agreement Negotiations started 01/03/2013. Both sides work to conclude the negotiations in 2017.
Bahrain (GCC) Free Trade Agreement Negotiations started 1990, suspended since 2008
India Free Trade Agreement Negotiations started 2007
Kuwait (GCC) Free Trade Agreement Negotiations started 1990, suspended since 2008
Oman (GCC) Free Trade Agreement Negotiations started 1990, suspended since 2008
Philippines Free Trade Agreement Negotiations started 01/12/2015
Qatar (GCC) Free Trade Agreement Negotiations started 1990, suspended since 2008
Saudi Arabia (GCC) Free Trade Agreement Negotiations started 1990, suspended since 2008
Thailand Free Trade Agreement Negotiations started 01/03/2013
United Arab Emirates (GCC) Free Trade Agreement Negotiations started 1990, suspended since 2008
Vietnam Free Trade Agreement Negotiations started June 2012
Argentina Mercosur Association Agreement Negotiations resumed May 2010 
Brazil Mercosur Association Agreement Negotiations resumed May 2010 
Paraguay Mercosur Association Agreement Negotiations resumed May 2010 
Uruguay Mercosur Association Agreement Negotiations resumed May 2010 
Venezuela Mercosur Free Trade Agreement Suspended as Mercosur Member
United States Transatlantic Trade and Investment Partnership Negotiations started 01/07/2013
Indonesia Negotiations started 01/09/2016
Myanmar Negotiations started 2015

• Agreements are being negotiated with a further 19 countries, including Japan (expected to conclude in 
2017), India, 5 Mercosur countries (although Venezuela is suspended). Negotiations with 6 Gulf 
Cooperation Council countries are currently suspended.

• Four agreements are being updated, including Mexico.
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See https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/558280/overseas_electors_policy_statement.pdf.

https://www.ons.gov.uk/peoplepopulationandcommunity/elections/electoralregistration/bulletins/electoralstatisticsforuk/2016

The referendum electorate of 46.5 million people included anyone entitled to vote in a UK parliamentary election:

• British citizens over 18 who are resident in the UK
• Irish citizens over 18 who are resident in the UK
• Maltese and Cypriots over 18 and resident in the UK
• Commonwealth-born citizens over 18 and resident in the UK
• Commonwealth citizens in Gibraltar over 18
• British expats who have lived overseas for less than 15 years 
• Irish citizens born in Northern Ireland and who have registered to vote there in the last 15 years

The referendum electorate excluded:

• All other EU citizens resident in the UK who are allowed to vote in local elections - estimated at 1.6 million 
registered voters (which includes some of those Irish, Maltese and Cypriot citizens listed above). 

• Young voters aged 16-18 (unlike the Scottish referendum of 2015) - estimated at 1.5 million voters based on 
ONS statistics.

• UK expatriates who had been out of the country for 15 years or more. 
• The Conservatives promised in their 2015 election manifesto to restore full voting rights to expatriates, 

but had not done so at the time of the referendum.
• The government estimates that there are 5 million UK expatriates but has not provided an estimate of 

how many have been overseas for 15 years or more. 
• For the EU, estimates are of 300,000 to 700,000 in an estimated EU expatriate population of 1.2 million. 

Applying the low end of this range to the 5 million would give another 1.25 million voters.

F. Referendum electorate, result, hindsight
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Sources: https://www.electoralcommission.org.uk/find-information-by-subject/elections-and-referendums/upcoming-elections-and-
referendums/eu-referendum/electorate-and-count-information
http://uk.businessinsider.com/brexit-eu-referendum-remain-voters-2016-9

Referendum result

Voters - 000s
% of those 
who voted

% of 
registered 

voters

% of 
potential 

voters

Leave 17,410        51.9% 37.4% 34.8%
Remain 16,141        48.1% 34.7% 32.2%
Invalid votes 25               0.1% 0.1% 0.0%

33,576        100.0% 72.2%
Did not vote 12,924        - 27.8% 25.8%
Referendum registered voters 46,500        - 100.0%
Potential EU voters in UK 1,600          3.2%
UK expatriates overseas for more than 15 years500             1.0%

Leave, 17,410 , 51.9%Remain, 16,141 , 48.1%

Referendum result - those who voted

Leave Remain Invalid votes

Leave, 17,410 , 37.4%

Remain, 16,141 , 34.7%

Invalid votes, 25 , 0.1%

Did not vote, 12,924 , 27.8%

Referendum result - including registered voters who did 
not vote

Leave Remain Invalid votes Did not vote

• Of the 46.5m registered voters, 37.4% voted Leave; 34.7% voted 
Remain; and, 27.8% did not vote.

• Of those that voted, 51.9% voted Leave and 48.1% voted Remain.
• The Leave majority was 1,269k votes (2.7% of the electorate; 3.8% 

of those that voted).
• 12.9m registered voters did not vote. After the referendum, polls in 

2016 of those who did not vote showed that they favoured remain 
(see next page). Current Brexit polls sometimes includes this group, 
but sometimes not.

• Note:
• The 46.5m registered voters excluded over 4m of potential 

voters (described on the previous page).
• As in every election, there were also adults who were eligible 

to vote, but who did not register to vote. ONS does not collate 
data on this group.

F. Referendum electorate, result, hindsight
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• The majority of the 12.9 million voters who 
abstained in June 2016 would have backed 
Remain. 

• After the referendum, polls in 2016 of those that did 
not vote showed that more supported Remain than 
Leave (see chart) by a much greater margin than 
those that had voted. Undecideds ranged from 21% 
to 42% of this group (ignoring one outlier poll).

• Assuming that abstainers had voted but that 40% 
were still undecided, a Remain vote of only 35% 
(Leave vote 25%) would have eliminated the overall 
Leave majority in the referendum.

• Four of the five polls (ignoring the outlier) resulted 
in a higher Remain percentage of 38% to 55% (with 
Leave at 20% to 24%). 

Polls of those that did not vote

Source: http://uk.businessinsider.com/brexit-eu-referendum-remain-voters-2016-9

Note: If you are interested in what-if analysis, the University of Staffordshire provides a dashboard to model different future voting 
outcomes using different assumptions. It takes into account assumptions about changing demographics and those that did not vote 
in the referendum.

http://www.no2brexit.com/dashboard/

F. Referendum electorate, result, hindsight
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Referendum result – hindsight 
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• Most polls since the referendum have shown that, in hindsight, voters think that Britain was right to vote to leave 
the EU. Since about June 2017, the margin has narrowed. 

• However, the latest polls on 11 and 19 October 2017 showed that a clear majority think that Britain was wrong to 
vote to leave. On 19 October, 45% thought Britain was wrong, 42% think Britain was right and 14% didn’t know.

Source: NatCen Social Research, https://whatukthinks.org/eu/questions/in-highsight-do-you-think-britain-was-right-or-wrong-to-vote-
to-leave-the-eu/#

F. Referendum electorate, result, hindsight
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Thank you

Disclaimer. 

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You
should not act upon the information contained in this publication without obtaining specific professional advice. No representation or 
warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication. To the extent 
permitted by law we do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else 
acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it. 

© 2017 Richard Barfield Advisory Services Limited (‘RBAS’)
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