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Reversion to World Trade 
Organisation rules 

This is the default position and 
will apply unless an alternative is 
agreed. It would result in wide-
ranging tariffs, averaging 5.3% 
across all UK goods sold in the EU, 
according to the UK Trade Policy 
Observatory. 
For food, there would be the added 
complication of ‘tariff rate quotas’ 
which allow imports into the EU 
up to a specified amount at below-
normal tariffs. However, beyond 
these quotas, the tariffs can be 
punitive, e.g. €1,896 per tonne of 
butter which is c40% of the current 
world wholesale price. 

The WTO default would then apply 
until a new trade agreement is 
finalised.  

New long-term trade deal 
agreed

Given the complexity of agreeing 
any trade deal from scratch, the only 
way to reach a new arrangement 
within two years would be to start 
with an existing standard and make 
the smallest possible number of 
amendments. That standard would 
probably be the European Single 
Market although the starting point 
could be WTO rules or some other 
trade deal previously agreed by 
the EU with a third party, such as 
Canada. 

Reaching such a swift conclusion 
would require much goodwill, 
consensus and decisiveness from 
all parties. 

Existing rules extended  

The status quo trade regime might 
be prolonged until a new agreement 
is concluded. Under WTO rules a 
holding position like this is permitted 
for up to ten years and can only be 
extended further in “exceptional 
circumstances”.

It would amount to continued 
UK membership of the Single 
Market. To reach this position, 
either the EU would need to waive 
the requirement for ‘freedom of 
movement’ or the UK would need 
to delay introducing immigration 
controls.

The WTO does not allow temporary 
tariffs, however, once the UK is 
outside the EU, some regulations 
could be applied in a way that hinder 
trade. For instance, new admin 
procedures could be introduced or 
British airlines could be prohibited 
from operating on routes between 
two EU countries. 

UK unilaterally lowers its 
tariffs   

Irrespective of any negotiations, 
once outside of the EU, the UK 
could simply reduce or eliminate 
any import tariffs that it inherits. To 
be legal under the WTO, it would 
need to apply this indiscriminately, 
treating all countries equally, except 
where even lower tariffs have been 
incorporated into trade agreements.

This unilateral approach would 
reduce prices for consumers 
and the cost of ingredients for 
manufacturers. However, unless 
other countries respond in kind, 
domestic producers would face low 
cost competitors without reciprocal 
deals and this would be a high-risk 
strategy politically.     

The clock is ticking on the UK’s exit from the EU. Unless an extension is 
agreed, the UK will leave by April 2019. After that date, a very different trade 
regime could apply and all companies ought to be making plans now.  

There are only four realistic scenarios for the immediate post Brexit landscape.

1 2 3 4



In a further complication, 
when the UK leaves the EU, it 

will also exit all external EU trade trea-
ties including Switzerland, Canada, Mexico, 

Chile, Peru, Egypt, South Africa, Kenya, Nigeria, 
Ghana, Singapore, Vietnam, South Korea and Israel. 

There is however, no deal yet in place with the US, Chi-
na, India, Indonesia, Brazil, Argentina, Australia or New Zealand.   

Verdict: 
Most companies will be hoping for a solution that maintains 
or extends free trade without tilting the playing field against 
them. There are grounds for optimism, given that free trade 
in goods is the status quo across the EU and that most 
politicians feel that trade barriers are damaging for both 
sides. 

However, political outcomes are notoriously difficult to 
predict. It makes sense to hope for the best but prepare for 
the worst. Since the default is reverting to WTO rules, we 
recommend all companies assess what this will mean for 
them . 

The future for trade will be a feature of the IGD Leaders’ 
Forum on 18 October 2017.

Special guests on this topic include:

• Lord Digby Jones
previously Minister of State for Trade and Investment

• Mats Persson
Head of International Trade, EY 

• Professor L. Alan Winters
Director of the UK Trade Policy Observatory, Sussex 
University 

These experts will provide their predictions and then be 
cross-examined by Amanda Sourry, President Foods, 
Unilever, Paul Mills-Hicks, Food Commercial Director, 
Sainsbury’s and Meurig Raymond, President, NFU. 

Delegates will be able to put their questions to the panel and 
suggest solutions on a subject that will dominate business 
planning for years to come. 

See the full speaker line-up and agenda at

www.igd.com/leadersforum17
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