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This L&RS Note examines the potential future relationship that may exist between the United 

Kingdom (UK) and the European Union (EU) following the decision by the UK to withdraw 

from the European Union. 

This paper discusses the possible trade and customs agreements that might be negotiated 

between the UK and EU during Brexit negotiations, taking examples from other trade 

agreements between the EU and non-EU countries. Furthermore, this paper examines the 

implications of a failure to find an agreement once the deadline for UK withdrawal is reached 

on 29 March 2019. 

The implications for Ireland of the future relationship between the UK and the EU are also 

examined, including the implications if no agreement is reached. 

This Note is structured as follows: 

 Section 1 introduces the paper; 

 Section 2 examines alternative trade agreements with the EU; and 

 Section 3 examines the implications of no trade deal. 
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1. Introduction  

On 23 June 2016 the United Kingdom (UK) held an in-out referendum on its withdrawal from 

the European Union (EU). The result of the referendum was 51.9% in support of an exit 

(17,410,742 votes) and 48.1% (16,141,241 votes) to remain with a turnout of 72.2% and 

26,033 rejected ballots1.  

On 29 March 2017, UK Prime Minister Theresa May invoked Article 50 of the Treaty of 

Lisbon, initiating the UK withdrawal from the EU. Article 50 sets out the procedure for leaving 

the EU, and following the triggering of Article 50, the UK has two years to negotiate the 

terms of their departure from the EU. 

On 17 January 2017, Minister Theresa May gave a speech detailing her twelve point plan for 

Brexit negations with the EU2. Although this plan does indicate a preference to form a 

customs agreement with the EU, and to maintain a common travel area with the Republic of 

Ireland, the plan implies that the UK will withdraw from the Customs Union. 

The UK’s departure from the EU will provide many challenges for Ireland both politically and 

economically. For example, the final exit agreement between the UK and the EU will likely 

impact on Irish trade and provides political challenges in relation to the border with Northern 

Ireland. 

Previously published research on the issue has focused on areas of interest such as on the 

exposure of various sectors of the Irish economy to Brexit3 and the effect of Brexit on trade 

between Ireland and the UK4. Possible negative impacts include the reduction of trade 

opportunities for Irish enterprises seeking to trade with the UK market due to trade tariffs5. 

 

                                                           
1
 BBC News, EU referendum (24 June 2016): The result in maps and charts. Available at 

http://www.bbc.com/news/uk-politics-36616028 
2
 Theresa May speech: The government’s negotiating objectives for exiting the EU. 17

th
 January 

2017. Available at https://www.gov.uk/government/speeches/the-governments-negotiating-objectives-
for-exiting-the-eu-pm-speech 
3
 Department of Finance (2016): UK EU Exit – An Exposure Analysis of Sectors of the Irish Economy. 

Available at 
http://www.budget.gov.ie/Budgets/2017/Documents/An_Exposure_Analysis_of_Sectors_of_the_Irish_
Economy%20_final.pdf 
4
 Economic and Social Research Institute (2016): The Product and Sector Level Impact of a Hard 

Brexit across the EU. Available at http://www.esri.ie/pubs/WP550.pdf 
5
 Economic and Social Research Institute (2015): Scoping the Possible Economic Implications of 

Brexit on Ireland. Available at https://www.esri.ie/pubs/RS48.pdf 

http://www.bbc.com/news/uk-politics-36616028
https://www.gov.uk/government/speeches/the-governments-negotiating-objectives-for-exiting-the-eu-pm-speech
https://www.gov.uk/government/speeches/the-governments-negotiating-objectives-for-exiting-the-eu-pm-speech
http://www.budget.gov.ie/Budgets/2017/Documents/An_Exposure_Analysis_of_Sectors_of_the_Irish_Economy%20_final.pdf
http://www.budget.gov.ie/Budgets/2017/Documents/An_Exposure_Analysis_of_Sectors_of_the_Irish_Economy%20_final.pdf
http://www.esri.ie/pubs/WP550.pdf
https://www.esri.ie/pubs/RS48.pdf
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This L&RS Note is divided into two main sections.  

The first section will outline potential models for the future UK relationship with the EU 

following Brexit negotiations: 

 Two negotiations are required: 

o Exit negotiation. 

o Future relations. 

 Potential future agreements can include: 

o Bilateral trade agreements: e.g. - Switzerland. 

o Access to the Single Market: e.g. - The European Economic Area (EEA) and the 

European Free Trade Area (EFTA). 

o Access to the Customs Union: e.g. - Turkey. 

o World Trade Organisation (WTO) tariff rates: The harshest tariffs possible 

between members of the WTO (worst case scenario). 

The second section will examine the potential impact of future agreements on Ireland, 

including: 

 Impact on trade (Tariffs). 

 Border agreements. 

 Special relations (Ireland and Northern Ireland). 
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2. Potential models for the future UK relationship with the EU 

Negotiations between the UK and the EU began on 19 June 2017 and split into three 

separate phases6. The first phase focuses on the terms of the UK exit from the EU. Issues to 

be negotiated include UK financial obligations to the EU, citizens’ rights, and the border with 

Northern Ireland. It is hoped that this phase of Brexit negotiations will be agreed by 

December 2017, including the key principals of the UK Exit Bill7, and that the second phase, 

negotiations on the future relationship, can begin by January 2018. Further information on 

the three phases of the Brexit negotiation can be found in the appendix. 

On 17 January 2017, Prime Minister Theresa May gave a speech detailing her twelve point 

plan for Brexit negotiations with the EU indicating a preference to form a customs agreement 

with the EU, although it remains unclear if the UK will seek to become a member of the 

Customs Union or to maintain certain elements of the Customs Union. 

The policy think tank Open Europe8 outlines various agreements that external countries or 

blocks of countries have negotiated with the European Community (EC) for market access9. 

This includes access to the EU Single Market. Access to the Single Market can be granted 

through European Economic Area (EEA) membership and European Free Trade Area 

(EFTA) membership, similar to Norway’s agreement with the EU; or through bilateral trade 

agreements with the EU in conjunction with EFTA membership, similar to Switzerland’s 

relationship with the EU. 

Access to the EU Customs Union could also be a possible arrangement for market access, 

similar to the current relationship between the EC and Turkey. 

Failure to negotiate a trade deal for market access with the EU will result in the UK trading 

with the EU through membership of the World Trade Organisation (WTO), which qualifies 

the UK for Most Favoured Nation (MFN) status for EU trade. 

This paper outlines potential models for the future relationship between the EU and the UK, 

see figure 1 overleaf. 

 

                                                           
6
 IBEC (22 June 2017): Key Brexit dates. Available at 

https://www.ibec.ie/Ibec/Brexit.nsf/vPages/Cards~Brexit_The_process_and_what_to_expect~key-
brexit-dates?OpenDocument 
7
 House of Commons Library (September 2017): Brexit: the exit bill. Available at 

http://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-8039 
8
 An independent policy think tank, seeking to maintain a close UK relationship with the EU. 

9
 Booth, S., Howarth, C., Persson, M., Ruparel, R., & Swidlicki, P. (2015) What If…? The 

Consequences, challenges & opportunities facing Britain outside EU. Open Europe. Available at 
https://openeurope.org.uk/wp-content/uploads/2015/03/150507-Open-Europe-What-If-Report-Final-
Digital-Copy.pdf 

https://www.gov.uk/government/speeches/the-governments-negotiating-objectives-for-exiting-the-eu-pm-speech
https://www.ibec.ie/Ibec/Brexit.nsf/vPages/Cards~Brexit_The_process_and_what_to_expect~key-brexit-dates?OpenDocument
https://www.ibec.ie/Ibec/Brexit.nsf/vPages/Cards~Brexit_The_process_and_what_to_expect~key-brexit-dates?OpenDocument
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-8039
https://openeurope.org.uk/wp-content/uploads/2015/03/150507-Open-Europe-What-If-Report-Final-Digital-Copy.pdf
https://openeurope.org.uk/wp-content/uploads/2015/03/150507-Open-Europe-What-If-Report-Final-Digital-Copy.pdf
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Figure 1: Potential Models for Future EU-UK Relationship 
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2.1 Single Market Access 

The European Commission (EC) defines the Single Market as “one territory without any 

internal borders or other regulatory obstacles to the free movement of goods and services.” 

The Single Market consists of all EU member states, European Economic Area (EEA) 

member states, and Switzerland (through bilateral agreements).  

The purpose of the EU Single Market is to guarantee the free movement of goods, services, 

investment, and people across each member state. 

(1) European Economic Area (EEA) 

Established on 01 January 1994, the European Economic Area (EEA) extended provisions 

of the European Union (EU) on its internal market to three members of the European Free 

Trade Association (EFTA)10. The EEA currently consists of all EU countries, Iceland, 

Liechtenstein and Norway. The EEA allows these countries to be part of the EU Single 

Market, also referred to as the ‘Internal Market’. 

The legal basis under which the EEA operates can be found under Article 217 of the Treaty 

on the Functioning of the European Union (and Association Agreements). 

Article 217 states that 

“The Union may conclude with one or more third countries or international 

organisations agreements establishing an association involving reciprocal rights and 

obligations, common action and special procedure” 

The EEA Agreement also states that when a country becomes a member of the European 

Union, it shall also apply to become party to the EEA Agreement (Article 128), thus leading 

to an enlargement of the EEA. 

The EEA allows tariff free access to the Single Market, free movement of goods and 

services, free movement of people, and members are bound by EU legislation. Non EU 

members of the EEA are also free to independently negotiate free trade deals with external 

countries to the EEA, although EEA members usually negotiate free trade deals as part of 

the EFTA. The Agreement also covers cooperation in areas such as research and 

development, education, social policy, the environment, consumer protection, tourism and 

                                                           
10

 The European Free Trade Association (EFTA) is an intergovernmental organisation set up to 
promote free trade and economic integration to the benefit of its four member states: Iceland, 
Liechtenstein, Norway, Switzerland. 

https://ec.europa.eu/growth/single-market_en
http://www.europarl.europa.eu/atyourservice/en/displayFtu.html?ftuId=FTU_6.5.3.html
http://eur-lex.europa.eu/resource.html?uri=cellar:2bf140bf-a3f8-4ab2-b506-fd71826e6da6.0023.02/DOC_2&format=PDF
http://eur-lex.europa.eu/resource.html?uri=cellar:2bf140bf-a3f8-4ab2-b506-fd71826e6da6.0023.02/DOC_2&format=PDF
http://www.efta.int/eea/eea-agreement
http://www.efta.int/
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culture and the Agreement guarantees equal rights and obligations for citizens and 

economic operators within the Internal Market. 

Non-EU members of the EEA do not have veto powers within the European Council, they 

have no vote in the Council of Ministers, and no MEPs (Member of the European 

Parliament) can be elected, nor do they have votes in the European Parliament. They are 

also required to pay a financial cost11 for membership to the EEA as membership requires 

the acceptance of EU Single Market law such as the Working Time Directive and the EU 

Climate and Energy Directive. 

The EEA Agreement does not cover the following EU policies: 

 Common Agriculture and Fisheries Policies (although the Agreement contains 

provisions on various aspects of trade in agricultural and fish products); 

 Customs Union; 

 Common Trade Policy; 

 Common Foreign and Security Policy; 

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

area); or 

 Monetary Union (EMU). 

Non-EU members of the EEA may also negotiate various bilateral agreements with the 

European Union to cover policies not covered by the EEA Agreement, for example Norway. 

 

Case Study 1: Norway 

Norway, although a member of the EEA, negotiated various bilateral agreements with the 

EU beginning with the Agreement between the European Economic Community and the 

Kingdom of Norway in 1973. 

Various fisheries agreements were also agreed between the European Community and 

Norway, referred to as the Northern Agreement. This includes the bilateral arrangement, 

which covers the North Sea and the Atlantic, the trilateral agreement which covers 

Skagerrak and Kattegat (Denmark, Sweden and Norway), and the neighbourhood 

arrangement which covers the Swedish fishery in Norwegian waters of the North Sea. 

                                                           
11

 The exact cost can differ for each member state. 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:21973A0514%2801%29:EN:HTML
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:21973A0514%2801%29:EN:HTML
https://ec.europa.eu/fisheries/cfp/international/agreements/norway_en
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Norway also participates in EU justice and home affairs and some aspects of EU foreign 

policy on a voluntary basis. 

 

Table 1 below presents the various inclusions and voluntary add-ons that Norway is subject 

to under the EEA and subsequent agreements, and the policy areas subject to Norwegian 

authority. 

 

Table 1: EEA Agreement (Norway) 

Included under EEA agreement / 

EEA access to EU markets 

Voluntary add-ons Norwegian independence / 

not included in EEA 

Goods: Some agricultural and 

fisheries products; Energy; 

Competition and state aid; Trade 

facilitation and technical cooperation. 
 

Services: Financial services; 

Transport; Postal services; Electronic 

communication, audio-visual services 

and information society. 
 

Persons: Free movement of persons; 

Social security; Recognition of 

professional qualifications. 
 

‘Flanking and horizontal’ policies: 

Consumer protection; Cultural Affairs; 

Education, training and youth; 

Research and innovation; Public 

health; Enterprise policy; Civil 

protection; Health and safety at work 

and labour law; Environment; 

Employment and social policy; 

Company law; Budgetary matters; 

Gender equality, anti-discrimination 

and family policy. 

Justice and home affairs: 

Associate member of 

Schengen border-free area; 

Participates in ‘Dublin 

system’ for asylum claims; 

Participates in Europol and 

Eurojust. 
 

Foreign policy: Norway is 

actively seeking association 

with the EU’s foreign & 

security and security & 

defence policies and 

participates in EU joint 

missions. 

Agricultural policy 
 

Fisheries policy 
 

Regional policy 
 

External trade policy 
 

Foreign policy 

 Source: Open Europe Report – see page 50 to view this table 

 

 

 

 

 

 

 

http://2ihmoy1d3v7630ar9h2rsglp.wpengine.netdna-cdn.com/wp-content/uploads/2015/03/150507-Open-Europe-What-If-Report-Final-Digital-Copy.pdf
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(2) EU bilateral trade agreements 

Access to the EU Single Market can be gained through bilateral trade agreements, for 

example, the Comprehensive Economic and Trade Agreement (CETA) between the EU and 

Canada; or through membership of the EFTA and bilateral trade agreements, for example, 

Switzerland. 

 

Case Study 2: Switzerland 

Switzerland is the one member state of the EFTA that is not subject to the EEA Agreement.  

Instead, Switzerland negotiated a set of bilateral trade agreements with the EU. 

These agreements commenced with the Free Trade Agreement (FTA) from 22 July 1972 

and a series of bilateral agreements with the EU up to the Bilateral Agreements 1 in 1999 

and the Bilateral Agreements 2 in 2004. There are currently 20 principal bilateral agreements 

and approximately 100 supplementary accords between the EU and Switzerland. 

The 1972 Treaty established a free trade zone between the EU and Switzerland. Swiss 

goods currently enjoy tariff-free access to EU markets; however, there is no full agreement 

with the EU on services. The Treaty also allows for the free movement of people, Swiss 

citizens are free to live and work in the EU and EU citizens are free to live and work in 

Switzerland. 

However, the free movement agreement on the free movement of persons only allows for 

cross-border services to be provided for “a period not exceeding 90 days of actual work in a 

calendar year”. There is no agreement with the EU on financial services, apart from a 1989 

agreement on non-life insurance. Rather than adopt EU legislation, Switzerland adopts their 

own equivalent legislation. 

Switzerland also benefits from the following agreements: 

 Mutual Recognition Agreement (01 June 2002) – Reduces technical barriers to trade 

by issuing conformity tests on products to comply with applicable regulations in both 

the EU and Switzerland, so products are not tested twice; 

 Overland Transport Agreement (1999) –  This ensures that people and goods can be 

easily transported by railway; 

 Schengen: As a member of the Schengen area, people can travel between the EU 

Schengen area and Switzerland without the need for passport controls at borders. 

 

http://ec.europa.eu/trade/policy/in-focus/ceta/
http://trade.ec.europa.eu/doclib/docs/2007/january/tradoc_133045.pdf
https://www.eda.admin.ch/dea/en/home/europapolitik/ueberblick/bilaterale-1.html
https://www.eda.admin.ch/dea/en/home/europapolitik/ueberblick/bilaterale-2.html
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:22002A0430(01):EN:HTML
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:22002A0430%2805%29
https://www.eda.admin.ch/dea/en/home/bilaterale-abkommen/ueberblick/bilaterale-abkommen-1/landverkehr.html
http://ec.europa.eu/home-affairs/what-we-do/policies/borders-and-visas/schengen_en
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Table 2 below presents the various inclusions and non-inclusions for Swiss access to EU 

markets. 

 

Table 2: Swiss bilateral agreements 

Included in Swiss FTA and bilaterals / Swiss access to 

EU markets 

Swiss independence / Not 

included in EU deals 

Goods: No import, export duties or quotas for industrial 

products; Some agricultural products (processed food); 

Trade facilitation and technical cooperation. 
 

Services: Limited cross-border provision of services for a 

maximum of 90 days per year under the terms of the free 

movement of persons agreement (excluding employment 

agencies and financial services). 
 

Capital: Non-life insurers have the freedom to establish 

operations in one another’s territory. 
 

Persons: Free movement of persons; Social security; 

Recognition of professional qualifications. 
 

Other areas: Public procurement; Research; Overland 

transport; Air transport; Member of Schengen border-free 

area; Participates in ‘Dublin system’ for asylum claims; 

Taxation of savings; Fight against fraud; MEDIA 

programme. 
 

‘Cooperation agreements’: Membership of European 

Environment Agency and EUROSTAT; Education, 

vocational training and youth; Cooperation with Eurojust 

and Europol; Cooperation between competition authorities; 

European Asylum Support Office. 

Cross-border financial services 
 

Social and employment policy 
 

Energy and climate policy 
 

Consumer rights 
 

Agricultural policy 
 

Fisheries policy 
 

Regional policy: Switzerland makes 

an independent contribution to 

reducing economic and social 

disparities within the EU, which is 

made available for projects in the 12 

‘new’ member states that joined the 

EU in 2004 and 2007. 
 

External trade policy 
 

Foreign policy 

Source: Open Europe Report – see page 57 to view this table 

 

2.2 Customs Union 

The European Union (EU) defines the Customs Union as “a single trading area where all 

goods circulate freely, whether made in the EU or imported from outside.” Customs duties at 

the borders between EU countries are eliminated and there is a uniform system of customs 

duties on imports from outside the EU. The EU is currently in a customs union with three 

countries, Turkey, Andorra, and San Marino. 

The terms under which the EC-Turkey Customs Union was to be achieved came under the 

final stage of the Ankara Association Agreement  between the European Economic 

Community and Turkey on 12 September 1963. The final stage of the Customs Union is 

defined in Decision 1/95 of the Association Council and entered into force on 01 July 1996. 

http://2ihmoy1d3v7630ar9h2rsglp.wpengine.netdna-cdn.com/wp-content/uploads/2015/03/150507-Open-Europe-What-If-Report-Final-Digital-Copy.pdf
https://europa.eu/european-union/topics/customs_en
http://trade.ec.europa.eu/doclib/docs/2003/december/tradoc_115266.pdf
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This decision eliminated customs duties and quotas on imports or exports between the 

European Community and Turkey, and equivalent charges having the same effect. It also 

established a Customs Union based on the status of goods in free circulation. It does not 

apply to agricultural products, or coal and steel products which are subject to preferential 

agreements based on their originating status. 

Decision No 1/95 implies: 

 Free movement (elimination of customs duties and quantitative restrictions) between 

the two parts of the Customs Union for goods either wholly produced or put in free 

circulation after their importation from third countries in either Turkey or the EC. 

Special conditions are laid down for processed agricultural products; 

 Alignment of Turkey on Community common customs tariff, including preferential 

arrangements, and harmonisation of commercial policy measures; 

 Approximation of customs law; 

 Approximation of other laws (intellectual property, competition, taxation, etc); and 

 Preferential agreement on agriculture. 

Members of the Customs Union are not free to negotiate their own free trade agreements 

with external countries as members of the Customs Union abide by a common set of tariffs 

and import quotas that apply to non-members. 

There is also no freedom of movement for people, services, and investments. 

Further information on the EC-Turkey Customs Union can be found on the European 

Commission website. 

 

Differences between the Single Market and Customs Union 

There are some similarities between the Single Market and the Customs Union, such as the 

free movement of goods through the elimination of tariffs. EU member countries are 

members of both, but it is possible to be a member of just the EU Single Market (Norway 

and Iceland) or just the EU Customs Union (Turkey). 

 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:21996D0213%2801%29&rid=2
https://ec.europa.eu/taxation_customs/business/calculation-customs-duties/rules-origin/customs-unions/turkey-customs-unions-preferential-arrangements_en
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Differences between the Single Market and the Customs Union include:12 

Single Market 

 No common external tariff or import quotas to non-members; 

 Members can negotiate own free trade deals with third countries; 

 Free movement of goods, services, investments, and people; 

 Members bound by EU legislation (Switzerland adopts equivalent legislation); and 

 Financial contribution to the EU is required for access to the Single Market. 

Customs Union 

 Common external tariff and import quotas apply to non-members; 

 Members cannot negotiate own free trade deals with third countries; 

 Free movement of goods only; 

 Approximation of customs law and other laws (competition law, tax law, etc); and 

 No financial contribution is required for access to the Customs Union. 

 

2.3 WTO Most Favoured Nation Status 

The World Bank defines Most Favoured Nation (MFN) tariffs as the tariffs which countries 

promise to impose on imports from other members of the WTO, unless that country is part of 

a preferential trade agreement (such as the EU Single Market or Customs Union). Therefore, 

MFN rates are the highest tariff rate that one WTO member can charge another. 

World Trade Organisation (WTO) member countries receive MFN tariffs guaranteed with the 

European Union (EU). The General Agreement on Tariffs and Trade applies to goods and 

the General Agreement on Trade in Services (GATS) applies to services.  

As a Most Favoured Nation (MFN), countries cannot discriminate between their trading 

partners, grant any special favours (e.g. lower customs duty), and have to provide the same 

benefits for all WTO members. Further information can be found on the WTO website. 

The following exceptions apply: 

 Countries can set up free trade agreements for goods traded within the group; 

 Special access can be granted to developing countries; 

 Barriers can be raised against products deemed to be traded unfairly. 

                                                           
12

 The Economist (October 2016): The difference between Europe’s “customs union” and “single 
market”. Available at https://www.economist.com/blogs/economist-explains/2016/10/economist-
explains-6 

http://www.worldbank.org/
https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact2_e.htm
https://www.wto.org/english/thewto_e/whatis_e/tif_e/org6_e.htm
https://www.wto.org/english/docs_e/legal_e/gatt47_e.pdf
https://www.wto.org/english/docs_e/legal_e/26-gats.pdf
https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact2_e.htm
https://www.economist.com/blogs/economist-explains/2016/10/economist-explains-6
https://www.economist.com/blogs/economist-explains/2016/10/economist-explains-6


L&RS Note: Brexit – Future Relationship between the UK and the EU 

L&RS Central Enquiry Desk: Tel. 01 618 4701  Page 14 
 

 

Table 3 below presents the various inclusions and non-inclusions for WTO Most Favoured 

Nation access to EU markets. 

 

Table 3: WTO Most Favoured Nation (MFN) 

Included / Access to EU markets Independence / Not included 

Goods: MFN treatment; Technical barriers to trade – the 

WTO works to remove “unnecessary obstacles to trade”. 
 

Services: Under the GATS (General Agreement on Trade 

in Services) UK companies selling services through 

subsidiaries should not be discriminated against. 

The TISA (Trade in Services Agreement) is a potential 

plurilateral trade agreement aimed at opening up services 

trade covering 23 states and 70% of world GDP. 
 

Capital: The TRIMs (Trade Related Investment Measures) 

is designed to avoid trade distorting effects of investments 

in the goods trade. 

The OECD’s ‘Code of Liberalisation of Capital Movements’ 

includes legally binding rules on non-discrimination on 

capital flows. 
 

People: The Uruguay trade round added liberalising 

measures on intra-company transferees regarded as 

“essential personnel” and business visitors. 
 

Other: Agreement on Government Procurement – a 

plurilateral deal on opening up of government procurement 

market. 

Free movement of people 
 

Cross-border financial services 
 

Social and employment policy 
 

Energy and climate policy 
 

Consumer rights 
 

Agricultural policy 
 

Fisheries policy 
 

Regional policy 
 

External trade policy 
 

Foreign policy 

Source: Open Europe Report – see page 61 to view this table 

 

Table 4 overleaf presents the WTO Most favoured Nation (MFN) Weighted Average13 tariff 

rates for various product groups. In 2015, the average tariff rate was 7.8 per cent for all 

products. The product group with the highest average tariff was food products at 23.3 per 

cent. The product group with the lowest average tariff was fuels at 3.4 per cent. 

 

 

 

                                                           
13

 The average tariff for each product group is calculated based on the weighted importance given to 
each product within the group. 

http://2ihmoy1d3v7630ar9h2rsglp.wpengine.netdna-cdn.com/wp-content/uploads/2015/03/150507-Open-Europe-What-If-Report-Final-Digital-Copy.pdf
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Table 4: WTO Tariffs by Product Group (2011-2015) – MFN Weighted Average (%) 

 2011 2012 2013 2014 2015 

Capital goods 5.6 5.2 5.1 5.2 5.3 

Consumer goods 11.5 11.4 11.8 11.0 12.2 

Intermediate goods 6.5 6.5 6.6 6.0 6.4 

Raw materials 5.6 5.4 5.3 4.9 5.8 

Animal 21.6 20.0 19.9 19.8 20.7 

Chemicals 5.5 5.2 5.5 5.3 5.5 

Food Products 19.0 22.1 21.8 16.2 23.3 

Footwear 15.7 15.8 14.7 15.7 15.2 

Fuels 3.8 3.9 3.4 3.4 3.4 

Hides and Skins 12.9 13.5 13.1 12.5 12.8 

Mach and Elec 5.7 5.2 5.1 5.2 5.3 

Metals 6.4 6.5 6.5 6.3 6.6 

Minerals 4.2 4.0 4.3 3.9 4.1 

Miscellaneous 8.2 8.3 8.1 7.8 7.9 

Plastic or Rubber 8.0 8.0 7.9 7.6 7.8 

Stone and Glass 9.9 9.1 9.9 9.0 9.6 

Textiles and Clothing 14.4 14.4 14.6 13.9 14.6 

Transportation 11.5 11.0 12.2 10.5 11.5 

Vegetable 14.9 14.6 15.1 16.2 16.0 

Wood 7.2 7.5 7.2 6.8 7.0 

All Products 7.5 7.4 7.5 7.1 7.8 

Source: WITS WorldBank 

 

3. Potential impact of future agreements on Ireland 

The nature of the future relationship between the UK and the EU has potential implications 

for many Irish sectors. The financial sector may be impacted by financial firms seeking to 

relocate to an EU country. The all island Single Electricity Market (SEM) will also likely face 

complications depending on the final agreement. This paper focuses on the impact on trade 

and border agreements between Ireland and Northern Ireland. 

 

http://wits.worldbank.org/CountryProfile/en/Country/WLD/StartYear/2011/EndYear/2015/TradeFlow/Import/Indicator/MFN-WGHTD-AVRG/Partner/WLD/Product/all-groups
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3.1 Movement of Goods 

The free movement of goods between the UK and the EU will differ significantly dependent 

on the final trade agreement. The following section identifies the impact to Ireland dependent 

on Single Market access, access to the Customs Union, or if trade defaults to WTO tariff 

rates. 

(1) Single Market access 

EU Single Market access for the UK should have a minimal impact on trade between Ireland 

and the UK. The single market guarantees free movement of goods and services so there 

would continue to be zero tariffs or quotas on trade between Ireland and the UK. 

The main impact Single Market membership has on trade comes from the freedom of non-

EU Single Market members to negotiate their own trade deals with countries external to the 

Single Market. If the UK gains Single Market access then there is no requirement for 

common external tariffs or import quotas, as is the case with EU membership. The UK would 

therefore be free to negotiate more favourable trade deals with external countries. However, 

EEA members usually rely on EFTA to negotiate external trade deals on their behalf, 

lessening the likelihood of this scenario if the UK gains Single Market access through the 

EEA. 

If the UK gains Single Market membership through the EFTA and bilateral trade agreements, 

similar to the Swiss bilateral trade agreements, then Single Market access should prevent 

any significant impact on trade. 

However, the Swiss agreement with the EU does not include an agreement on financial 

services. A similar agreement between the UK and the EU for Single Market access, without 

an agreement on financial services, may impact on financial services in Ireland. London is 

currently the world’s top finance centre14, and any decision that may impact on financial 

services in the UK could result in financial services firms seeking to move abroad, with 

banks already beginning to move some operations out of the UK15. 

 

 

 

 

                                                           
14

 Business Insider (September 2017): London remains the world’s top finance centre despite Brexit. 
Available at http://uk.businessinsider.com/r-london-stays-worlds-top-finance-centre-despite-brexit-
2017-9?r=US&IR=T 
15

 Financial Times (June 2016): Banks begin moving some operations out of Britain. Available at 
https://www.ft.com/content/a3a92744-3a52-11e6-9a05-82a9b15a8ee7 

http://uk.businessinsider.com/r-london-stays-worlds-top-finance-centre-despite-brexit-2017-9?r=US&IR=T
http://uk.businessinsider.com/r-london-stays-worlds-top-finance-centre-despite-brexit-2017-9?r=US&IR=T
https://www.ft.com/content/a3a92744-3a52-11e6-9a05-82a9b15a8ee7
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(2) Customs Union 

Membership of the EU Customs Union would guarantee free movement of goods between 

Ireland and the UK with common external tariffs and import quotas. The impact on goods 

trade in such a scenario would be close to nil. There would be no tariffs on trade between 

Ireland and the UK and the UK would not be free to negotiate their own free trade deals with 

external countries, preventing them from undercutting the EU on external tariffs. 

 

(3) WTO 

If no trade agreement is reached by the March 2019 deadline, trade defaults to the WTO 

Most Favoured Nation status. Under these conditions, tariffs on trade between Ireland and 

the UK will revert to the highest possible rates allowed for goods trade, and there will be no 

common external tariffs or import quotas. It has been acknowledged that these conditions 

may represent the worst case scenario for goods trade16. 

The impact of WTO tariffs on Irish trade with the UK was analysed in a paper by Lawless 

and Morgenroth (2016)17. They found that WTO tariff-induced price increases would lead to 

a fall in Irish exports to the UK of 30.6 per cent, a 4.2 per cent fall in total Irish exports. UK 

imports to Ireland are also projected to fall by 27.6 per cent, accounting for 1.5 per cent of 

total UK exports, under these conditions. 

In 2015, Irish goods exported to the UK accounted for 7 per cent of total exports and 14 per 

cent of Ireland’s goods exports.  However, the exposure of Irish goods trade if the UK were 

to leave the Single Market and Customs Union would differ by sector. The sectors with the 

highest exposure to UK trade exports included food and live animals (29 per cent), 

chemicals and related products (26 per cent), and machinery and transport equipment (17 

per cent of total Irish exports to the UK)18. 

 

 

 

                                                           
16

 InterTradeIreland (June 2017): Potential Impact of WTO Tariffs on Cross-Border Trade. Available at 
http://www.intertradeireland.com/researchandpublications/publications/publications/name-43052-
en.php 
17

 Economic and Social Research Institute (2016): The Product and Sector Level Impact of a Hard 
Brexit across the EU. Available at http://www.esri.ie/pubs/WP550.pdf 
18

 Department of Finance (2017): UK EU Exit: Trade Exposures of Sectors of the Irish Economy in a 
European Context. Available at https://static.rasset.ie/documents/news/2017/09/170913-uk-eu-exit-
trade-exposures-of-sectors-of-the-irish-economy-in-a-european.pdf 

http://www.intertradeireland.com/researchandpublications/publications/publications/name-43052-en.php
http://www.intertradeireland.com/researchandpublications/publications/publications/name-43052-en.php
http://www.esri.ie/pubs/WP550.pdf
https://static.rasset.ie/documents/news/2017/09/170913-uk-eu-exit-trade-exposures-of-sectors-of-the-irish-economy-in-a-european.pdf
https://static.rasset.ie/documents/news/2017/09/170913-uk-eu-exit-trade-exposures-of-sectors-of-the-irish-economy-in-a-european.pdf
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Table 5 below presents the Irish goods exports by sector to the UK in 2015. 

 

Table 5: Irish Goods Exports by Sector to UK in 2015 

 

Irish Goods Sectors 

(Standard International Trade Classification 

Categories) 

Irish Exports of 

Goods by Sector 

to UK as % of 

Total Irish 

Exports 

Irish Exports of 

Goods to UK as 

% of Total Irish 

Exports to the 

UK 

Food and live animals (SITC 0) 1.9 29 

Beverages and tobacco (SITC 1) 0.1 2 

Crude materials, inedible, except fuels (SITC 2) 0.2 3 

Mineral fuels, lubricants and related products (SITC 3) 0.2 3 

Animal and vegetable oils, fats and waxes (SITC 4) 0.0 0.1 

Chemicals and related products n.e.s. (SITC 5) 1.7 26 

Manufactured goods classified chiefly by material (SITC 6) 0.5 7 

Machinery & transport equipment (SITC 7) 1.1 17 

Miscellaneous manufactured articles (SITC 8) 0.6 9 

Commodities and transactions n.e.s. (SITC 9) 0.2 3 

Total 6.6 100 

Source: CSO External Trade and Balance of Payments data. Department of Finance analysis. 

Source: Department of Finance report (2017) – see page 8 to view this table 

 

3.2 Border agreements (Free Movement of People) 

The following section identifies the impact to Ireland on the free movement of people and 

border agreements between Ireland and Northern Ireland dependent on Single Market 

access, access to the Customs Union, or if trade defaults to WTO rules. 

 

(1) Single Market access 

The Single Market guarantees the free movement of goods, services, investment and people 

across member states.  

If the UK gains Single Market access following their withdrawal from the EU, then there will 

be no impact on borders and the free movement of people between Ireland and the UK. 

There would be no physical border between Ireland and Northern Ireland and Irish citizens 

will continue to be free to live and work in the UK. 

 

 

 

https://static.rasset.ie/documents/news/2017/09/170913-uk-eu-exit-trade-exposures-of-sectors-of-the-irish-economy-in-a-european.pdf
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(2) Customs Union 

Membership of the Customs Union guarantees free movement of goods only. There is no 

free movement of people, services, or investments. This would impact on Ireland as a 

physical border in some form and passport controls may be required between Ireland and 

Northern Ireland. 

The issue of a physical border between Ireland and Northern Ireland features prominently in 

Brexit negotiations, with both sides pledging to honour the Good Friday Agreement and 

seeking to maintain the Common Travel Area between Ireland and the UK to avoid a ‘hard 

border’ between the two19. 

 

(3) WTO 

A physical border would also be required if no trade deal is reached and trade reverts to 

WTO rules for Most Favoured Members. Failure to reach a trade agreement means customs 

controls would be required for goods and services trade, requiring a physical border in some 

form between the EU and the UK. 

Issues relating to the Good Friday Agreement and Northern Irish relations feature 

prominently in Brexit negotiations. The following issues relating to the Good Friday 

Agreement and Irish/Northern Irish relations were raised in a European Parliament briefing 

(March 2017) on the impact and consequences of Brexit for Northern Ireland20. 

Figure 2 overleaf presents an overview of the main conclusions derived from the European 

Parliament briefing. 

 

 

 

 

 

 

 

                                                           
19

 House of Commons Library (July 2017): Brexit Negotiations: The Irish border question. Available at 
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-8042 
20

 European Parliament Briefing (March 2017): The Impact and Consequences of Brexit for Northern 

Ireland. Available at 
http://www.europarl.europa.eu/RegData/etudes/BRIE/2017/583116/IPOL_BRI(2017)583116_EN.pdf 

http://www.europarl.europa.eu/thinktank/en/document.html?reference=IPOL_BRI(2017)583116
http://researchbriefings.parliament.uk/ResearchBriefing/Summary/CBP-8042
http://www.europarl.europa.eu/RegData/etudes/BRIE/2017/583116/IPOL_BRI(2017)583116_EN.pdf
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Figure 2: European Parliament Briefing – Key Findings 

 Free movement across the island of Ireland remains a desired feature of a strong 

bilateral relationship which strengthened amid the common EU membership and 

the Northern Ireland peace process. 

 Brexit will require deletion of references to the EU within the 1998 Good Friday 

Agreement, Northern Ireland’s peace deal. The all-island aspects of the 

Agreement most embed the EU and provide institutional mechanisms for the 

continued financing of the peace process by the EU. Given the status of the 

Good Friday Agreement as an international treaty and its endorsement in 

referendums in Northern Ireland and the Republic of Ireland, a reworking could 

be challenged but there seems no legal room for such a challenge. 

 The UK and Irish governments appear to desire some form of special status – 

without using that term – for Northern Ireland, given the potential adverse 

economic effects in both jurisdictions and the political sensitivities accruing to any 

hardening of the border dividing the island. 

 The political sensitivities of Brexit are considerable. Most nationalists voted to 

remain within the EU. They see themselves as Irish citizens, i.e. members of the 

EU, and wish to retain that status. A minimum demand is special status for 

Northern Ireland. A majority (but a far from overwhelming one) of unionists voted 

to leave. Whilst the risks to the current relative peace are minimal, the extent of 

continuing inter-communal polarity provides a strong case for special treatment 

for Northern Ireland. 

 A bilateral bespoke deal between the UK and Irish governments to maintain the 

Customs Union between the two states – which would continue to render invisible 

Northern Ireland’s frontier with the Irish Republic – would require EU approval. 

The UK government has listed tariff-free trade across borders, via a special 

agreement with the EU, as a priority. Failure to conclude such a deal will impact 

significantly upon Northern Ireland as a site of tariff checks. 

 The UK government has listed the maintenance of a Common Travel Area (CTA) 

between the UK and Ireland as one of its negotiating priorities. Its abolition would 

have a significant impact upon travel across the border. 

 Source: European Parliament briefing (March 2017) 

http://www.europarl.europa.eu/RegData/etudes/BRIE/2017/583116/IPOL_BRI(2017)583116_EN.pdf
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