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BREXIT: TRADE AND EMPLOYMENT 
 

 
The impact of Brexit on trade and employment depends on the shape of the UK’s future relationship with the EU.  There are 
five key models currently in use by other non-EU countries, which the UK may or may not choose to adopt.  This second 
instalment in our series of Brexit newsletters provides a summary of these models, and looks at the potential impact of Brexit 
on future trade and employment within your business.  

Five Key Models  

Norwegian 
model 

The UK joins the European Economic Area (EEA) and maintains access to the EU Free Trade Area 
(EFTA).  The UK would have to contribute to the EU budget and abide by EU standards and regulations.  
However, it would not be able to influence how these laws are made.   

  Turkish model The UK joins the EU Customs Union.  Internal tariff barriers would be avoided.  However, the UK would 
be required to implement EU external tariffs, without influence or guaranteed access to third markets.  
The result would be reduced access to the EU single market, with few formal powers in those areas where 
it is able to retain single market access.  

  FTA-based 
approach  

The UK’s relationship is based on Free Trade Agreements (FTAs).  This would give the UK scope to 
negotiate its own FTAs with the EU, provided that they comply with EU standards.  This option would 
provide greater flexibility, however, the length of time it would take to negotiate these agreements could 
result in long-term economic uncertainty.  

  Swiss-style 
bilateral 
accords 

The UK retains membership of the EFTA, which is supplemented by a series of bilateral agreements 
governing UK access to the single market in specific sectors.  The UK would benefit from tariff-free 
EU/UK trade and would be free to negotiate FTAs.  While this is an attractive option for the UK, the UK 
may face resistance from the EU to this “cherry picking” approach. 
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The WTO 
Option 

The UK’s relationship with the EU is governed by the respective obligations of the UK and EU by virtue 
of their membership of the World Trade Organisation (WTO).  The UK would not be part of the EU 
single market or Customs Union.  UK exports would, therefore, be subject to external tariffs.  Whist this 
would provide the UK with the greatest degree of flexibility, the restrictions on access to the free market 
could potentially impact UK trade.  

Trade  

The UK’s current membership of the EU means that companies can freely trade goods between Member States without 
incurring customs duties and charges.  The administration and compliance processes for exporters is also much simpler.  
This reduces costs to exporters and promotes the free movement of trade within the Union.   

In the most likely future scenarios – which may be either the Swiss model, or an FTA-based relationship – regulatory 
divergence may add to the cost of future trade with the EU.  If the UK is unable to negotiate a tariff-free regime with the 
EU, this could risk UK businesses that export to the EU being put at a competitive disadvantage to its EU counterparts.  If 
this eventuality materialises, UK businesses that manufacture goods in the UK, and export them to the EU, may wish to 
consider setting up a subsidiary in the EU to take advantage of the free trade market.    

UK businesses also currently benefit from the EU’s common trade policy and its system of FTAs with other non-EU 
countries.  The FTA system includes a number of South American countries; including Chile, Colombia, Mexico, and Peru.  
It is not yet clear whether the UK will continue to benefit from the FTA system.  It will be up to the UK government to 
negotiate terms of trade with those countries.   

Employment 

It is a fundamental principle of EU membership that workers can move between Member States without restriction.  This 
means that UK citizens can currently work in other Member States without needing a visa or residence permit, and vice 
versa.  It also means that citizens of other EU Member States are entitled to receive the same social benefits as the citizens 
of their host Member State, such as state pension benefits and access to the national healthcare system.  

Should an agreement be reached for UK citizens living in the EU to remain in the EU, it is likely that this would have to be 
reciprocated for EU citizens living in the UK.  It has been widely suggested that the UK and other European governments 
may favour a solution that protects the immigration rights of people already exercising their free movement rights.  This 
issue is, however, still being debated.  

UK legislation governing how employers must treat their workforce is also heavily influenced by EU requirements.  One 
example is the maximum working week.  Another is the restricted right of employers to vary the contract terms of 
employees that they acquire when taking over another business.  It is up to the UK Parliament to decide which of these 
laws are retained, amended or repealed.  

Practical Considerations  

Until the UK actually leaves the EU (which may not take place for another two years) the UK will continue to benefit from 
access to the single market, free movement of goods, services, and people, and the FTAs with non-EU countries.  It is vital, 
however, to ensure that your business is well prepared for any changes to these benefits in the future, which can be achieved 
by evaluating the potential risks and opportunities ahead.  This may include:   

• considering how your business or supply chains may be impacted by the potential introduction of new 
tariffs or other trade barriers (including the potential impact on pricing mechanisms in contracts) 

• developing an appropriate communication strategy to (a) clarify the current position and (b) respond to 
queries from customers, suppliers and employees 

• considering how your existing employment plans may be affected by any potential restrictions on free 
movement of workers between the EU and the UK (including the potential need for visas and residence 
permits) 
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• ensuring that the board is fully informed of potential areas of risk and exposure (including monitoring                                           
                any effects on the legal and financial position of the company). 

Contacts 

Ontier’s global presence and expert lawyers are ideally placed to assist your business with the challenges and 
opportunities that lie ahead.  If you would like to discuss any of these issues further, please contact Seamus Andrew 
(info@scaontier.com). 
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