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What is Brexit?

On the 23rd June 2016 the British public will go to the polls in order to vote in a Referendum on the 
United Kingdom’s membership of the European Union. The scenario where the majority chooses ‘Leave’ 
on their ballot paper would see the UK activate Article 50 of the Lisbon Treaty and begin the process of 
leaving the EU, referred to as Brexit by the media. 

There is a great deal of debate around exactly what Brexit would mean for the United Kingdom and 
whether the country would be better off as a result. Advocates of a Leave vote argue that the UK has the 
economic strength and influence to quickly and effectively negotiate the necessary trade deals which 
would enable it to thrive, and reference a number of countries who have good trading relationships 
with the EU despite not being members. Those arguing for a Remain vote champion the economic 
and political benefits of being part of the EU and highlight the lack of reliable detail available on these 
alternative models of EU engagement as well as questioning their relevance to the UK.  Given that in 
2014 the EU accounted for 45% of the UK’s exports and 53% of imports of goods and services , it will be 
crucial for the UK to maintain a relationship with the EU in the event of Brexit. 
 

How will Brexit affect my business?

Brexit is almost certain to have a profound impact upon the UK economy and this will inevitably have 
tangible effects upon businesses across the country. It is therefore vital that businesses understand 
the different options available to the UK after Brexit. With this in mind, we have summarised the most 
frequently cited ones below. It is worth noting that commentators from both sides of the debate agree 
that Brexit would result in economic disruption and uncertainty during ensuing negotiations. 

The Norwegian Model

Following in the footsteps of Norway would see the United Kingdom retain access to the Single Market 
through joining the European Economic Area (EEA). Within the EEA there is free movement of goods, 
services, people, and capital. In order to access the EEA members are required to implement a number 
of EU rules concerning the Single Market and members must also contribute to the EU funds and 
programmes. In 2011, Norway’s contribution to the EU budget was £106 per capita2; 17% lower than the 
UK’s new contribution of £128 per capita.  As an EEA member, Norway is not part of the EU customs 
union so exports must satisfy Rules of Origin requirements to enter the EU.

One of the main benefits of this model is that EEA members are exempt from ever closer union with the 
EU whilst having access to the Single Market. Advocates also highlight that Norway retains independence 
in areas of agriculture and fisheries policy, external trade, regional, and foreign affairs3. 

Critics of this model identify that members of the EEA have to adhere to a number of rules which 
increase the cost of doing business with the EU whilst being unable to influence the decision-making 
processes that determine them. They also point out that members of the EEA tend to be countries whose 
exports are dominated by a few products rather than those with a diverse economy like the UK where the 
arrangement may be less effective4.    

The Swiss Model

This model of engagement rests upon a series of Bilateral Agreements negotiated over the last twenty 
years by the Swiss government. In total, the relationship is made up of over 100 individually negotiated 
agreements which cover market access in different sectors and means that Switzerland now has partial 
access to the Single Market. This process followed a 1992 vote in Switzerland which saw the electorate 
reject membership of the EEA.

As with the Norwegian model, the attraction to the Swiss model is that they have managed to access 
the internal market and the associated economic gains without having to become a fully-fledged 
member of the EU. Indeed in March 2016, the Swiss Parliament voted with a heavy majority to remove its 
longstanding application for EU membership.



On the other hand, the Swiss model falls prey to similar criticisms as the Norwegian option in that they 
have no medium through which to influence many of the decisions which directly affect them. Brussels 
has also made it clear that Switzerland would not be able to ‘cherry-pick’ the parts of the EU that would 
be most advantageous5.  As a result, Switzerland has signed up to the free movement of people and 
has to pay a significant sum in contributions to the EU. A further point raised is that the EU is openly 
unhappy with the Swiss arrangement and would be unlikely to make it easy for the UK to follow in their 
footsteps.6 

The Turkish Model 

The relationship which Turkey has negotiated with the EU is based upon two main pillars. The first is the 
Ankara Agreement, a trade-and-economic-based Association Agreement set up in 1963, and the Customs 
Union implemented in 1995.7  Through these arrangements, Turkey has some access to the Single Market 
on industrial and processed agricultural goods. Being part of the Custom’s Union means that there are 
simpler Rules of Origin requirements to comply with. As part of a deal agreed in March 2016 between 
the EU and Turkey in response to the migrant crisis, Turkish nationals will have access to the Schengen 
passport-free zone in June 2016.8    

Advocates for entering into a Customs Union with the EU argue that it would allow the UK to develop its 
own trade agreements with third countries and highlight that Turkey does not pay fees and that there is 
no freedom of movement of people between Turkey and the EU.9 It remains to be seen how the migrant 
crisis agreement will impact upon this. 

However, opponents of the Customs Union route make the case that Turkey’s arrangement only covers 
goods and not services or finance which means that the UK would not have access to a large part of 
the Single Market. The ONS estimated that in 2014 the UK’s service sector exports to the EU were worth 
£6,831 million10. They also assert that a Customs Union relationship means that Turkey is obliged to have 
external tariffs and common trade arrangements with countries that negotiate a free trade agreement 
with the EU despite not being involved in the development of these agreements.11 

The Canadian Model 

Following a seven year negotiation process, Canada has been able to secure a Free Trade Agreement 
with the EU. Once it comes into force the agreement will phase out all tariffs on industrial and most 
agricultural goods entering the EU as well as addressing a number of discriminatory measures such as 
quotas and subsidies for industrial goods. The agreement, named CETA, goes further than any existing 
EU trade deal.12

Supporters of this style of relationship with the EU point out that CETA affords Canada partial access 
to the Single Market, enables European companies to bid for public contracts in Canada, and does not 
require Canada to pay into the EU budget or sign up to the EU rules on free movement of people.

Critics argue that the negotiation of CETA was a long and difficult process and the resulting access is 
fairly limited in comparison to being a full member of the Single Market 13 . It is argued that this would 
particularly impact upon UK services as they are not covered in CETA. 14 They also propose that Brexit is 
likely to be heavily disruptive to the UK economy and that a similarly lengthy negotiation process would 
only compound the economic difficulties experienced by the country.
 

What is the GBCC position on Brexit?

According to a recent British Chambers of Commerce survey of West Midlands members, if the 
referendum were held tomorrow: 45.2% of members would vote for Britain to stay in the EU and 44.8% 
would vote for Britain to leave the EU. As a result, the Greater Birmingham Chambers of Commerce 
will not be campaigning for either Remain or Leave, given the very real divisions that exist in the local 
business community. 

In the months leading up to the referendum, we will actively survey business opinion and inform the 
debate without fear or favour. Additionally, we will be demanding clear information and facts from both 
the Remain and Leave campaigns so that businesspeople can make an informed choice at the ballot box. 
It is especially important that business leaders are aware of the different possibilities if Brexit occurs so 
that they are able to consider the possible impacts upon their business.



How can the GBCC help?

The GBCC are offering a selection of events, briefings and think-pieces in the run up to the European 
Union referendum to give businesses the information they need to make an informed choice on the 23rd 
June. We will also be researching members’ views through surveys and focus groups.
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