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What is the problem under consideration? Why is government intervention necessary?
The UK left the EU on exit day, 31 January 2020 ('EU Exit"), at which point the EU Treaties ceased to apply to the UK.
The EU Withdrawal Agreement provides for a transition, during which the UK will continue to follow most EU law,
including EU-third party agreements, in the same way as it does as a member state, until that period ends, by default on
31 December 2020 ("Transition Period"). At the completion of the Transition Period EU law will cease to apply to the UK.
The Government has committed to providing continuity as far as possible in existing trade and investment relationships
with third countries as part of our exit from the EU. The Government has also committed to becoming a party to the
Government Procurement Agreement (GPA) in the UK's own right after the Transition Period. These agreements aim to
reduce or eliminate both tariff and non-tariff barriers and provide a range of economic benefits through enabling deeper
economic cooperation between partner countries.

The Taxation (Cross-border Trade) Act 2018 Act, European Union (Withdrawal) Act 2018 and regulations made under
them help to preserve, in domestic laq tariff and non-tariff obligations which arise from trade agreements concluded by
the EU on the UK's behalf,

However, after the end of the Transition Period the UK will not be able to fully implement its international agreements
over time and in all circumstances using existing legislative powers. The UK Government therefore proposes to create
powers to supplement the powers in these acts to ensure full implementation (via secondary legislation) of: Mutual
Recognition Agreements (MRAs) with third countries, procurement obligations flowing from transitioned EU trade
agreements and procurement obligations arising from the UK becoming a member of the GPA in its own right.

The powers will also ensure that the UK's trade remedies investigatory body, whose remit is to protect UK businesses
from injury caused by unfair trading practices and surges of imports now we have left the EU, is fully independent.
Finally, the powers will help ensure that the Department for lnternational Trade (DlT) has access to robust trade data to
enable effective trade policy development, defence of unfair trade and support of UK businesses.

Summary: lntervention and Options



What are the policy objectives and the intended effects?
The overarching objective is to ensure maximum continuity for consumers and business in UK trade and investment
relationships with third countries covered by existing EU agreements (predominately relating to trade), as well as for the
third countries, post Transition Period. This will involve signing agreements on terms as close as possible to those of
existing EU free trade agreements, association agreements or agreements on other EU preferential trade arrangements,
like MRAs on conformity assessment and becoming an independent party to the Government Procurement Agreement
(GPA).

The intention is that the powers will be used solely to ensure that the provisions in these trade continuity agreements,
particularly as they relate to procurement and mutual recognition, and obligations arising from the UK's independent
GPA membership, can be fully implemented in domestic law, and are operationalfor the UK after the Transition Period.
These agreements are currently being used by businesses (via the UK's current membership of the EU), so the retention
of their terms in trade continuity agreements and through becoming an independent party to the GPA would be, as far as
possible, a preservation of the status quo for businesses and consumers.

The Government has committed to having a fair, balanced and proportionate trade remedies system. Having a legally
independent trade remedies investigatory body is an important element of this as it will ensure that trade remedies
investigations are conducted objectively, based on available data and evidence, and reduce the risk of political
interference. The investigatory body has been temporarily established within DIT to ensure that the UK has an
operational trade remedies system Transition Period; this power will ensure its independence in line with the original
policy intention.

Ïhe proposed measures will also help ensure that DIT has appropriate access to robust trade data to help the
Department meet its ambition of providing public functions currently fulfilled by the European Commission, produce
statistics, research, and analysis to inform the development of evidenced-based trade policy and target support to help
UK businesses trade, obtain investment or invest abroad.

What policy options have been considered, including any alternatives to regulation?
Two options were considered:

o Option 1: A'Do nothing'option was ruled out on the basis that it would not achieve the policy objectives as the
UK Government would risk not being able to fully implement all obligations of transitioned agreements and the
GPA post Transition Period in their entirety nor be able to ensure that the agreements remain operable in UK
law in the future.

Option 2 - Preferred option: is the introduction of powers that will enable:

The full implementation of all obligations of existing international trade agreements with third
countries, in particular:
Government Procurement Agreement (GPAì

The powers in the Trade Bill will allow the UK to amend, where necessary, its domestic procurement
regulations in order to give legal effect to obligations as an independent member of the GPA.
Government procurement chaoters of Trade Aqreements Continuity (TAC) aqreements

The powers in the Trade Bill will allow the UK to amend, where necessary, its domestic procurement
regulations in order to give legal effect to procurement provisions in the trade continuity agreements.
Mutual recoqnition aoreements on conformitv assessments with third countries

The powers in the Trade Bill will allow the UK to amend its domestic legislation relating to Mutual
Recognition Agreements (MRAs).

a

il. Establishing an lndependent Trade Remedies.Authority
The Trade Bill will establish the Trade Remedies Authority (TRA) as a Non-Departmental Public Body of DIT
to act as the UK trade remedy investigatory body.

il!. Data collection and sharing
The data collection measures will give government the ability to collect information on exporters and
exporting activity across the UK. The data sharing measures will enable HMRC to share data with various
departments and organisations, including DlT, to carry out public functions in respect of trade currently
fulfilled by the European Commission, design, monitor and evaluate trade policy, and support UK
businesses.

2 is the preferred option as it is a prerequisite of the UK government's objectives to ensure maximum
and certainty for consumers and businesses.
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Summary: Analysis & Evidence
Description: Option 2

FULL ECONOMIC ASSESSMENT

Policy Option 2

Price Base
Year N/A

PV Base
Year N/A

Time Period
Years N/A

Net Benefit (Present Value (PV)) (€m)

Low: Optional High: Optional Best Estimate:

GOSTS (Êm) TotalTransition
(Constant Price) Years

Average Annual
(excl. Transition) (Constant Price)

Total Gost
(PresentValue)

Low Optional Optional Optional

High Optional Optional Optional

Best Estimate nla nla nla

Description and scale of key monetised costs by 'main affected groups'

There are no immediate monetised costs associated with the primary legislation. ln particular, the primary powers will

not affect the nature of regulation in the sector until their scope has been defined through further policy development

and secondary legislation.

Other key non-monetised costs by'main affected groups'

There are no immediate costs associated with the primary powers. However, consideration has been given to the

potential direct costs for the intended use of the powers. The costs will be clearer once the scope of the secondary

legislation is determined.

The powers within the Bill are only intended to be used to help ensure that trade continuity agreements and the GPA

are fully implemented in the UK. This is limited to agreements with those countries with which the EU has already

signed a trade agreement (including the GPA) and will, as far as possible, be a continuation of existing relationships.

Tñerefore, givenlhe central premise of the powers is to provide continuity for business and consumers, the current

assessment of the proposal as a whole suggests that there should be limited additional costs to business or

consumers as a result of each of the powers and by extension limited incremental costs in total from their

iinplementation. There may.be some familiarisation costs for businesses, these could arisê as a consequence of

specific changes to seconáary legislation; however, these are expected to be negligible given that continuity for

business is the overarching objective.

It should be recognised that there is some uncertainty at this stage relating to the specific changes to secondary

legislation that are likery to be needed, as this will depend on a number of factors, including the final agreements with

third countries (noting that 20 have been secured to date but that engagement continues with others), but we expect

that changes w¡ll ne álmost all confined to those required to give effect to the procurement and mutual recognition

obligationé that arise. This initial assessment should be viewed as indicative at this stage and will be clarified with

subsequent lA(s) to accompany secondary legislation where appropriate.

On data collection there may be some additional costs for businesses (of filling out the additional question in two

forms), however these are expected to be limited due to the fact that it is only a single additional question and that it is

both voluntary and binary, this will be further clarified to support secondary legislation.

There will be a relatively small amount of cost incurred by Government in developing the necessary legislation

following the primary legislation and as result of the potential need for technology upgrades and digital transferg

needed-for data sháring, however this will be absorbed within existing resources and will not be passed through

businesses or consumers and therefore has not been monetised.
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BENEFITS (Êm) TotalTransition
(Constant Price) Years

Average Annual
(excl. Transition) (Constant Price)

TotalBenefit
(Present Value)

Low Optional Optional Optional

High Optional Optional Optional

Best Estimate nla nla nla

Description and scale of key monetised benefits by ,main affected groups'
There are no immediate monetised benefits associated with the primary legislation. ln particular, the primary powers
will not affect the nature of regulation in the sector. We consider that their intended use will be limited to procurement
and mutual recognition.

Other key non-monetised benefits by 'main affected groups,
are no immediate benefits to businesses and consumers associated with the primary powers. However,

has been given to the potential direct benefits for the intended use of the powers. The costs will be clearer
the scope of the secondary legislation is determined

The powers within the Bill are only intended to be used to help ensure that obligations in transitioned trade
agreements, particularly in relation to procurement and mutual recognition, and the GPA, are fully implemented in the
UK. This is limited to agreements with those countries with which the EU has already signed a trade agreement
(including the GPA) and will, as far as possible, be a continuation of existing relationships. Therefore, the current
assessment of the proposal, as a whole, suggests there should be limited net direct impacts on businesses/consumers
given that the primary objective is to provide continuity. Therefore, the proposed powers will seek to ensure that the
benefits of existing agreements, such as the continued access for UK businesses to overseas government
procurement opportunities, continue to be available now the UK has left the EU.

Businesses and consumers may also benefit from the reduced uncertainty brought about by having a legislative
framework in place to enable the transition of these agreements in all circumstances.

With respect to the trade remedies investigatory authority, the key expected benefit of ensuring its independence is
that this will help ensure that trade remedies investigations are conducted objectively based on available data,
maintaining the key principle of impartiality. This could reduce the risk of legal challenge and demonstrate the UK's
international attractiveness as a competent, well-regulated country commifted to rules-based globalfree trade.

The proposed powers on data collection/sharing are expected to result in more efficient trade policy development
relative to the baseline.

Key assumptions/sensitivities/risks Discount rate N/A

Currently, there is still some uncertainty around what changes to domestic legislation will be required. As trade
agreement continuity is intended to replicate to the greatest extent possible the effect of existing EU trade agreements,
use of such powers is intended to be as minimal as possible, and related predominantly to procurement and mutual
recognition obligations.

BUSINESS ASSESSMENT (Option 1)

Direct impact on business (Equivalent Annual) fm:

Costs: n/a Benefits: n/a Net: n/a

Score for Business lmpact Target (qualifying
provisions only) tm: Zero Net Cost

N/A
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Evidence Base (for summary sheets)

Ïhe Trade Bill will put in place the legíslative powers that the UK needs to provide continuity for
business, to be a credible player on the world stage and to enable businesses and individuals across the
UK and globally to continue benefitting from the opportunities that internationaltrade brings.

1. Problem under cons¡deration:

Transitioninq international trade aqreements: GPA. TAC (procurement chaptersl and MRAsl

1. The UK currently enters into commitments in international trade agreements as a member state of
the European Union (EU), including Free Trade Agreements (FTAs), Economic Partnership
Agreements (EPAs), plurilateral agreements and the suite of agreements and disciplines which
form our obligations under the World Trade Organization (WTO).

2. The Government has committed to providing continuity as far as possible in existing trade and
investment relationships with third countries now we have left the EU. This will involve the
transition, so far as possible, of existing EU-third country Free Trade Agreements at the point at
which the EU agreements cease to apply to the UK, and other EU preferential trade arrangements,
such as mutual recognition agreements (MRAs), into UK agreements, and the UK becoming an
independent party to the Government Procurement Agreement (GpA).z

3. The Withdrawal Agreement concluded between the EU and UK provides for the continued
application of EU law to the UK for the duration of the Transition Period. That includes trade
agreements to which the EU is a party. Following the Transition Period, EU trade agreements will
no longer apply to the UK and the UK is free to bring into force its trade continuity agreements and
to accede to the GPA as an independent party as part of the UK's independent trade polícy.

4. The trade agreements outlined above aim to reduce or eliminate not only tariff but also non-tariff
barriers and provide a range of economic benefits through enabling deeper economic cooperation
between partner countries (see annex C for further detail on the economic benefits of FTAs). Full
implementation of the obligations arising from these agreements, particularly in relation to
procurement and mutual recognition, will require changes to domestic legislation in the UK
(including the Devolved Administrations).

5. Currently (the status quo), changes required to domestic law to implement such international
agreements are given effect largely via directly applicable EU Regulations or through secondary
legislation made under a power in Section 2(2) of the European Communities Act 1972 (ECA).
When EU law ceases to apply to the UK at the end of the Transition Period, section 2(2) of the
ECA will no longer be available, and the UK will need an adaptable legislative framework to enable
it to fully implement into domestic law commitments arising from international trade agreements.
This will prevent trade disruption and uncertainty for UK businesses where there would othenruise
be potential legislative gaps in implementation.

6. The Taxation (Cross-border Trade)Act 2018 has enabled the UK to implement tariff-related
obligations flowing from international trade agreements.

7. The European Union (Withdrawal) Act 2018 helps to preserve, in domestic law, non-tariff
obligations which arise from existing trade agreements concluded by the EU on the UK's behalf
including the GPA. Sls made under it will allow many of the existíng international trade obligations
relating to procurement which arise under signed and fully implemented agreements (including the

I Government Procurement Agreement, Trade Agreement Continuity and Mutual Recognition Agreements on conformity assessments.
2 The GPA is a plurilateral agreement within the World Trade Organization (WTO) framework. There are currently 20 GPA parties comprising of
48 WTO members. lt aims to mutually open government procurement markets among its parties and address trade barriers in the government
procurement sector.
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GPA) to continue to have effect in domestic law for a period of 18 months which will run from the
end of the Transition Period.

8. However, the European Union (Withdrawal) Act 2018 has significant limitations with respect to
ensuring full ímplementation of procurement obligations arising under international trade agreements
from the end of the Transition Period. This means that, compared to the status quo, after the
Transition Period ends, the UK Government will not be able to fulfil its international obligations with
respect to procurement. Limitations include:

a) lt does not provide powers to implement legislative changes for obligations in international
trade agreements which have not been implemented in EU law prior to expiry of the
Transition Period.

b) lt only incorporates existing procurement obligatíons as they are exactly laid out in EU
international agreements. This means that oblígations in trade continuity agreements and the
GPA which are different from those of the respective, predecessor EU agreements cannot be
implemented in domestic law.

c) 18 months after the end of the Transition Period, existing obligations relating to procurement
will no longer have effect in domestic law and the UK will be unable to implement, and will be
in breach of, its internationalobligations.

9. Specific areas where the Trade Bill powers are required include:

a) UK accession to the GPA as an independent party: The GPA with the UK as an
independent party is legally distinct from the current GPA. The Trade Bill powers are needed
to make textual changes to domestic legislation to ensure operability in a UK context. ln
addition, the UK has included in its coverage schedules for the GPA a footnote which ensures
that central government entities are covered following machinery of government changes and
transfers of functions. The UK also anticipates that GPA parties will expect the UK to commit
to commence the process for updating its of central government entities to reflect the
footnote within three months of the GPA coming into force for the UK.3 The Trade Bill powers
are required to make changes to domestic law to reflect these updates. Additionally, new

. parties may accede to or withdraw from the GPA in the near future. The Trade Bill powers are
required to make changes to domestic law to grant rights to suppliers from newly acceded
parties (and, where necessary, to remove rights from the suppliers from withdrawing parties).

b) Procurement provisions in Trade Agreement Continuity (TAC) agreements are legally
distinct from the respective EU agreements, and textual changes are needed to domestic law
to ensure operability in a UK context. The Trade Bill powers are necessary to ensure that
these obligations can be implemented in domestic law.

c) Mutual Recognition Agreements (MRAs) on conformity assessmentsa: specificities in the
UK agreements that potentially arise will need to be given legal effect.

10. ln summary the Taxation (Cross-border Trade) Act 2018 Act and European Withdrawal Act 2018
both help to ensure that tariff and non-tariff obligations of existing trade agreements are
transitioned at the end of the Transition Period. Post-Transition Period, the UK will not be able to
fully implement its international agreements, particularly in relation to procurement and mutual
recognition, over time and in all circumstances using existing legislation.

11. The UK Government therefore proposes to create powers to ensure full implementation, via
secondary legislation, of: MRAs with third countries, procurement obligations flowing from
transitioned EU trade agreements and procurement obligations arising from the UK
becoming a member of the GPA in its own right. Existing legislation may be suffícient to

3 Th" UK made a similar commitment recorded in an earlier GPA Committee decision (GPA/CD/2), relating to the UK's accession to the GpA as
an independent party.
4 Conformity assessment refers to the procedures used to determine whether a product fulfils the requirements of a particular technical
regulation or standard.
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12.

13

14

15.

16.

17

ensure the continuation of some obligations. The proposed powers would only apply where
changes to domestic legislation are needed.

Trade Remedies

WTO Agreements allow countries to impose restrictions - primarily in the form of duties - to
combat the effects of both "unfair" trade and unexpected surges of "fairly" traded imports which
cause, or threaten to cause, injury to domestic industry. Collectively these are known as Trade
Remedy Measures. The three relevant agreements aret Agreement on lmplementation of Article Vl
of GATT 1994 ("theAnti-dumping Agreemelt')5, The Agreement on Subsidies and Countervailing
Measureso and the Safeguards Agreement.T

At present, trade remedies are in the remit of the European Commission. The UK government has
therefore undertaken to create powers to establish an independent trade remedieJsystem, with
the legal framework for this set out in the Taxation (Cross-border Trade) Act 2018.s Óurrenily,
responsibility for operating the UK system, and conducting trade remedy investigations, sits within
the Department for lnternational Trade (DlT). However, it is preferable to have alegally
independent body to perform this function to help ensure that trade remedies investigátions are
conducted objectively.

The proposed powers would therefore establish the Trade Remedies Authority (TRA) as an
independent non-departmental public body (NDPB) of DtT, to act as the UX tráOè remedy
investigatory body.

Data collection and sharing

DIT is looking to develop the UK's independent trade policy post Transition Period.

However, the UK Government currently does not have complete data on the UK exporter
population which would be needed for more effective policy development. The infoimation that is
currently collected does not sufficiently cover all exporters, and does not cover financial services,
government services, agriculture, companies below the VAT threshold and without employees, or
below exporter thresholds set by HMRC.

DIT does not currently collect its own trade data apart from data related to export control licencing;
trade data is collected by Her Majesty's Revenues & Customs (HMRC) and there is currenfly no

5 WTo Anti-dumpino Aqreement
6 WTO Aqreement on Subsidies and Countervailinq Measures
7 WTO Safequards Aqreement
I The lmpact Assessment for the Taxation (cross-border Trade) Bill https://publications.parliament.uldoa/b¡lls/cbill/2017-201g/0128i1A17-
014.pdf
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formal trade data sharing agreement between HMRC and DIT to cover the needs of the new
Department.

18. The UK government therefore proposes to create powers that will enable the collection of
robust trade data and the sharing of trade data between HMRG and DIT to enable effective
trade policy development, defence of unfair trade and support of UK businesses.

2. Rationale for intervention:

Overarchinq rationale for intervention

19. The Government has committed to ensure maximum certainty for consumers and business; as well
as the continuity of UK trade and investment relationships with third countries covered by existing
signed agreements.

20. This will involve the transition of existing EU Free Trade Agreements or other EU preferential trade
arrangements, including Mutual Recognition Agreements on conformity assessment, and
becoming an independent member of the Government Procurement Agreement (GPA). These
agreements aim to reduce or eliminate both tariff and non-tariff barriers (NTBs) and provide a
range of economic benefits through enabling deeper economic cooperation between partner
countries.

21. Full implementation of nontariff obligations, specifically in relation to government procurement
(see annex A for further detail on non-tariff obligations) arising from these agreements will require
changes to domestic legislation in the UK, including the Devolved Administrations (DAs). The
Government and the DAs will need the ability to make these changes in UK law in order to ensure
that they can be transitioned in their entirety and remain operable in UK law in future.

22. The aim of this primary legislation is therefore to ensure that the UK has the full set of powers
necessary to enable full implementation of these agreements in all circumstances. This will ensure
continuity for businesses and consumers and provide them with certainty that the Government is
able to deliver on its commitment of continuing the effect of these agreements. Without the
proposed powers, the UK is at risk of breaching its international procurement obligations under the
agreements.

23. The legislation will also help ensure that UK businesses are protected from unfair trading practices
and unforeseen surges in imports now the UK has left the EU and help address information failures
by ensuring that the Department for lnternational Trade has access to relevant trade data to enable
effective trade policy development and support of UK businesses.

3. Policy Obiectives

24. The overarching policy objective is to ensure maximum possible continuity and certainty for
consumers and business in UK trade and investment relationships with third countries covered by
existing signed agreements, post Transition Period, as well as for the third countries themselves.
This will involve the transition of existing EU Free Trade Agreements or other EU preferential trade
arrangements (e.9. Mutual Recognition Agreements on conformity assessment) as far as possible
in a bilateral context, becoming a member of the Government Procurement Agreement (GPA) in
the UK's own right, and establishing an independent Trade Remedies Authority.

25. The Taxation (Cross-border Trade) Act 2018 Act and European Union (Withdrawal) Act 2018 help
to preserve, in domestic law, tariff and non{ariff obligations which arise from existing trade
agreements concluded by the EU on the UK's behalf, now the UK leaves the European Union. The
proposed powers will ensure that the existing agreements are implemented in their entirety and to
ensure that the agreements remain operable in UK law in the future. Without the proposed powers,
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the UK is at risk of breaching its international obligations under transitioned agreements and under
the GPA.

26. The powers within the Bill will predominantly be used to ensure that these agreements and the
UK's independent GPA membership are operationally effective for the UK post Transition Period.
These agreements, and the GPA, are currently being used by businesses, so their retention would
be, as far as is possible, a preservation of the status quo for businesses and consumers.

27. The proposed powers will also help ensure help ensure that UK businesses are protected from unfair
trading practices and unforeseen surges in imports now the UK has left the EU and that DIT has
appropriate access to robust trade data to help the Department meet its ambition of delivering effective
trade policy and be able to support UK businesses.

4. Description of options cons¡dered

28. Two options are considered:

a) Option I - A'Do nothing' option was ruled out on the basis that it would not achieve the
policy objectives outlined above, as the UK Government would risk not being able to fully:

- implement all obligations of continuity agreements in their entirety, particularly in relation
to procurement and mutual recognition;

- implement obligations arising from the UK's independent membership of the GPA;

- ensure a fully independent Trade Remedies Authority with limited risk of political
interference/legal challenge; nor

- collect or share the relevant trade data between Government Departments to ensure
more effective trade, policy development and business support.

b) Option 2 - the 'Preferred optionn is the introduction of the powers to ensure continuity which
will broadly cover:

i. The full implementation of all obligations of existing international trade agreements
with third countries, in particular:
Government Procurement Aqreement (GpA)

The powers in the Trade Bill will allow the UK to amend, where necessary, its domestic
procurement regulations in order to give legal effect to all its obligations as an independent
memberof the GPA.

Government procurement chapters of Trade Aqreements Continuitv (TAC) aqreements
The powers in the Trade Bill will allow the UK to amend, where necessary, its domestic
procurement regulations in order to give legal effect to procurement provisions in the trade
continuity agreements.

Mutual recoqnition aqreements on conformity assessments with third countries
The powers in the Trade Bill will allow the UK to amend its domestic legislation relating to
Mutual Recognition Agreements (MRAs).

¡¡. lndependent Trade Remedies Authority
The powers will establish the Trade Remedies Authority (TRA) as a NDPB of DIT to act as
the UK trade remedy investigatory body.

ii¡. Data collection and sharing
The powers willenable the collection of new data relating to businesses that export and the
sharing of trade data between HMRC and DlT, and bodies that have a public trade function,
to enable trade policy development, defend cases of unfair trade and support UK businesses
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29. Option 2 is the preferred option as it is a prerequisite of the UK government's objectives to ensure
continuity and certainty for consumers and businesses.
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5. Monetised and non-monetised costs and benefits of each option

30. This lmpact Assessment accompanies the primary legislation that will ensure continuity and
certainty for consumers and business ín UK trade and investment relationships with third countries
currently covered by EU agreements post Transition Period as well as for the third countries
themselves. The primary legislation will also establish the Trade Remedies Authority (TRA) and
ensure that DIT has appropriate access to robust trade data for effective policy making. The Bill will
also make several commitments to producing reports which are expected to be absorbed within
existing government resources.

31 There are no ímmediate costs and benefits to businesses associated with the primary powers as
they will not affect the nature of regulation in the sector until their scope has been defined via
secondary legislation. However, consideration has been given to the potential impacts on business
for the proposal as a whole i.e. on implementation of secondary legislation. For each of the
proposed powers, the analysis considers the potential direct costs and benefits to businesses,
consumers and government. Overall, the current assessment suggests that there should be no
significant additional costs as a result of each of the powers and no significant additional cost in
totalfrom their implementation over and above the baseline.

32 It should be recognised that there is some uncertainty at this stage around the potential impacts as
they will largely be determined by subsequent policy development and legislation. This assessment
should be viewed as indicative at this stage and where appropriate will be clarified within
subsequent lA(s) to accompany secondary legislation where equivalent annual net direct cost to
business (EANDcB) will be estimated for one-in-three-out (olro) purposes.

Options 1 and 2 have been compared against the status quo i.e. a continuation of the existing
agreements with third countries and membership of the GPA (outlined in subsequent sections
below). This is the most appropriate baseline for comparison because the policy measure involves
the replacement of an already existing level of provision provided by existing agreements and the
GPA. This will give the most meaningful assessment of the impact on those affècted but is different
from the'do nothing' option.

33

Backoround on existinq EU Free Trade Aqreements (FTA) or other EU preferential trade arranoements

The scope ofthe proposed powers

34. The proposed powers will cover all countries that the UK has with third parties via the EU upon EU
Exit. Annex B provides a breakdown of countries or groups of countries that have signed trade
agreements with the EU as of the 18th December 2019. The power will not allow the
implementation of a free trade agreement where there was not a free trade agreement signed by
the EU before exit day. lt will also not allow implementation of a future agreement between the UK
and the EU. The following sections províde further background information on these agreements
as wellas the GPA.

The Government Procurement Agreement (GpA)

35. The GPA is a plurilateral agreement within the World Trade Organization (WTO)framework. There
are currently 20 GPA parties comprising of 48 WTO members.lt mutually opens government
procurement markets worth an estimated Ê1.3trn annually among its parties.e

36. The GPA protects UK suppliers against discriminatory treatment by procuring governments in
covered procurements. Rules prevent discrimination against locally established suppliers on the
basis of "foreign affiliation or ownership" or on the origin of goods and services offered by these
suppliers. The UK also benefits from GPA parties' suppliers having access to the UK public
procurement market, as it maintains contestability, provides greater choice for procurers (reducing
cost), and ensures there are sufficient competitive pressures on UK suppliers.

37. The powers provided by the Trade Bill will enable the UK to fully implement obligations arising from
its independent membership of the GPA, including changes to its schedule of cõverage, in
domestic legislation. ln particular, The UK anticipates that GPA parties will expect the UK to

e https ://www.wto.org/english/tratop_e/gproc_e/gp_gpa_e. htm
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commit to commence the process for updating this list within three months of the GPA coming into
force for the UK as an independent member. lf no party objects to the update within 45 days, the
UK would be required to implement the changes in domestic law. Additionally, if a new party
accedes to (or withdraws from) the GPA after end of the Transition Period, the UK would be
required to reflect this in domestic law. Whilst no accessions or withdrawals are imminent, Kyrgyz
Republic and Tajikistan are in the final stages of accession, and China has recently submitted its
sixth revised market access offer.

Trade agreement continuity

38. Ïhe Government is seeking to replicate the effect of existing EU trade agreements, as far as
possible.l0 These are split into the following categories:

a) Traditional FTAs - these tend to be the broadest and most detaited agreements in trade terms;

b) Economic Parfnership Agreements (EPAs) - fhese are development focused FTAs that aim to provide
long-term, predictable frameworks to help increase trade and investment, and support sustainable
growth and poverty reduction. EPAs are asymmetric in their degree and pace of market liberalization;
and

c) Association Agreements - fhese are usually much broader agreements in generalterms (e.g. covering
political cooperation, energy, etc.) but with a notable trade component.

As of 8th January 2020, the UK Government has signed trade continuity agreements with 48
countries.ll This means that the UK has secured continuity for Ê109.4 billion of UK trade so far.
Please check GOV.UK for the most up{o-date information on signed trade continuity
agreements.lz These agreements would not come into effect before the existing EU agreements
cease to apply to the UK. These statistics do not estimate the value or impact of the trade
agreements themselves, they provide, for context, the overall value of the UK's trade with countries
covered by these trade continuity agreements. ln particular, these statistics cover the UK's bilateral
trade with partner countries covering all exports and imports of goods and services

As outlined previously, the proposed powers will cover all countries that the UK has with third
parties via the EU upon EU Exit. At this stage, it is not possible to say definitively which UK
agreements will require the implementation power as discussions are ongoing with some trade
continuity partners. ln addition, implementation powers may not be needed in respect of every
agreement.

The existing agreements facilitate easier movement of goods and services with some of the UK's
major trading partners, help promote investment, and bring direct benefits to UK businesses and
consumers, for example through more competitive pricing, greater choice and recognition of UK
product standards. The agreements also promote the UK's development agenda (through the EPA
deals) and political goals (through strengthening bilateral relationships).

The proposed powers are intended particularly to help implement obligations arising from
transitioning the procurement chapters of existing trade continuity agreements. lt is not possible to
quantify the exact benefit that the individual non-tariff obligations within all of these agreements
have brought the UK and will bring the UK in the future. However, evidence suggests that, in
general, FTAs do enhance bilateral trade. Head & Mayer considered the impact across a wide
range of studies (with a total of 2,508 estimates obtained from 159 papers) and found the median
impact of a regional trade agreement or FTA on bilateral trade flows to be an increase of 32 per
cent.13

Consumers benefit from existing preferential agreements through cheaper imports, as do
businesses that rely on imports as part of their supply chains. Consumers could also benefit from a
greater choice of products or services from abroad. Liberalising trade creates greater competition
which leads to a reduction in domestic prices and encourages businesses to serve consumers

39.

40.

41

42.

43.

10 Regarding Japan, the EU-Japan Economic Partnership Agreement (EPA) entered into force in February 2019. The UK and Japan have
agreed to use this EPA as the basis for a future UK-Japan free trade agreement (FTA), enhanced in areas of mutual interest.

1 t https://www.qov.uUouidance/uk-trade-aoreements-with-non-eu-countries-in-a-no-deal-brexit
12 rbid
13 Head & Mayer (2013) 'Gravity Equations - Workhorse, toolkit and cookbook', p33-34, http://www.cepii.frlpdf pub/wp/2o13/wp2013-27.pdf
Looking specifically at structural gravity models, which refers to using country fixed effects or a ratio-type method.
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better by innovating, giving them greater choice, and better value for money. Further evidence
relating to the economic impact of signing different trade agreements is summarised in Annex C.

M utual Recognition Agreements (MRAs)

Conformity assessment refers to the procedures used to determine whether a product fulfils the
requirements of a particular technical regulation or standard. For most products, the manufacturer
or the supplier can declare that the product meets the specified legal requirements. However, for
some products a conformity assessment must be carried out by a third-party Conformity
Assessment Body (CAB), which must be designated by the relevant national authority for that
product.

Mutual Recognition Agreements (MRAs) are bilateraltools that provide a practicalway to reduce
duplicating efforts to demonstrate regulatory compliance. MRAs allow two or more countries to
agree to recognise the conformity assessment results of tests carried out by the other countries
respective CABs. ln practice, an MRA enables a business to get their product tested at a
designated CAB in their home country against the destination country's regulations, and for this to
be recognised and accepted in the country to which they are exporting.

The EU has MRAs on conformity assessment with Australia, lsrael, Japan, New Zealand,
Switzerland, and the United States. Bilateral commitments on mutual recognition of conformity
assessment can cover a range of sub-sectors subject to third-party conformity assessments (ê.g.
pharmaceuticals, motor vehicles, construction).

The proposed powers are intended to ensure that, where the UK has agreed continuity of effect of
EU Mutual Recognition Agreements (MRAs) with the US, Australia, New Zealand, lsráel, Japan
and partial continuity with Switzerland, these MRAs can be fully transitioned.

The evidence shows there are expected economic gains from MRAs. Benefits arise from
lowering the costs to UK businesses associated with testing and certification, reducing the overall
cost of demonstrating compliance with trading partners'technical requirements. Seveial studies
(both qualitative and quantitative) have shown positive impact on trade following the
implementation of MRAs.14 The size of the impact though varies depending on ðeveral factors,
including the existing volume of trade and the sectors covered. Higher regulatory cooperation is
argued to improve administrative efficiency and enhance knowledge sharing between regulators -
potentially improving the efficiency of regulation and long-run regulatory convergence.

5.1 Option I -'Do nothing'

i. Existing internationalagreements and continuity agreements with third countries

There is a risk that the uK Government may not be able to fully implement:

a) its obligations as an independent party to the GpA;

b) the UK's legal obligations in procurement chapters of existing trade agreements; and/or
c) specific obligations under Mutual Recognition agreements.

ln the absence of the proposed powers, the UK will not be able to fully implement its government
procurement obligations arising from its independent membership of the GPA or frorntransitioned
EU internationaltrade agreements into domestic law. Amendments to existing legislation made
under powers in the European Union (Withdrawal) Act 2018, as amended by theEuropean Union
(WithdrawalAgreement) Billwill, once in force, enable the UK to preserve, in domestic law,
procurement obligations which arise from existing trade agreements concluded by the EU on the
UK's behalf (for a period of 18 months from the end of the Transition Period). However, as

48

49

50

1a OECD (2016)'The contribution of mutual recognition to international regulatory co-operation,
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described in paragraph 8, the legislation is limited with respect to ensuring full implementation of
obligations arising under international trade agreements, from the end of the Transition Period.

51. Accordingly, while it may be possible to ratify some or many of these agreements outlined above,
we still require changes to legislation in order to make these agreements work for the UK after the
Transition Period and ensure full implementation of the transitioned deals and the GPA. Not being
able to deliver on commitments would cause significant reputational damage in the eyes of UK
industry and foreign partners. lt could also result in action being taken by the party against the UK
for breach of our obligations under the agreement.

lmpact on trade flows

52. lt is not necessarily the case that the entire effect of each agreement will disappear if the UK
Government or Devolved Administrations are not able to make any necessary changes to domestic
legislation. Tariffs will not automatically revert to MFN rates nor will all NTBs automatically revert to
what they were.

53. A failure to fully implement specific obligations within an agreement would constitute a breach of
the agreement. There is some uncertainty around the likely impact on trade flows around this
option, this ranges from limited to potentially significant. A party could elect to use a dispute
mechanism under the agreement to engage in consultations to reach a solution, pursue remedy for
breach under the agreement, or impose retaliatory measures, if obligations were not fully
implemented effectively. The precise scope of remedies and retaliation available, including in
respect of the areas and sectors covered under the agreement as well as the extent of
remedy/retaliation permissible, depend on the specific provisions of each agreement.

54. lf retaliation is taken, it may take a long time for some of the benefits to be lost from reducing some
non-tariff barriers and some of the gains may endure even in the long run. For example, the UK
may still benefit from any previous regulatory arrangements as a result of commitments within
agreements and any networks formed as a result of the agreements may remain intact. The
potential size of the impact on trade flows will also depend on the following factors:

- the scale of existing trade flows between country partners;

- the specific procurement or mutual recognition provisions within the agreement that have not
been fully implemented, including how deep and broad the provisions are and how significant
the preferential arrangements are;

- how long the existing deals have been in place and whether all of the benefits following
implementation have been realised yet (some agreements in scope have only been ratified for
a few years or are still being provisionally applied), in general these types of estimates of the
impacts of signing agreements are usually applied in the long run, rather than for a 'cliff-edge'
scenario;

- the responsiveness of aggregate trade flows to increases in trade costs brought about by the
potential loss of specific provisions relating to procurement or potential retaliation measures.

55. For these reasons, we are unable to estimate the exact potential impact on trade flows.

lmpact on Business

56. There is some uncertainty around.the likely impact for businesses around this option, this ranges
from limited to potentially significant. For example, at the upper end, doing nothing could result in a
loss of access to preferential arrangements for UK businesses if specific provisions were not fully
implemented due to potential retaliatory measures from partner countries. This could result in
exporUimport opportunities to and from these countries becoming more expensive and/or more
restricted relative to the status-quo. The implied relative change in prices/quantities could be
absorbed by business, passed on to consumers or the change in relative pricesiquantities may
lead to importers switching to goods from other countries. This could impact UK competitiveness,
and lead to disruptions in supply chains and job losses.

57. The GPA provides access to an important market for UK businesses, covering government
procurement contracts worth an estimated Ê1.3 trillion each year globally. ln the absence of
delegated powers, the UK will not be able to fully implement its obligations as an independent
member of the GPA and risks being in breach of its international obligations. ln the extreme
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scenario this could lead to retaliatory measures from other GPA parties, both under the GpA and
bilaterally, and call into question the integrity of the domestic procurement regime. lt is not possible
to quantify the impact that this would have on UK businesses, but the UK has a clear interest in
maintaining the goodwill of GPA parties given the size of the GpA market.

ln the absence of continuity of existing MRAs, UK exporting businesses that currenfly utilise MRAs
could incur additional costs from having to have products conformity assessed abroad in the
destination country, instead of domestically in the UK. Conformity Assessment Bodies (CABs)
(private bodies) based in the UK could lose revenue if current UK customers have to obtain
conformity assessments in the destination country. lf the UK was unable to fulfil its obligations
under the continuity MRAs, it would not be possible for the UK to recognise conformity àssessment
carried out against UK rules by a CAB in the partner country, rendering the MRAs ineffective.

ln addition to the above, it is important to consider the uncertainty businesses may experience if it
is unclear whether the UK has a legislative framework which is sufficiently flexible to enable the
transition of these agreements in all circumstances. ln some cases, businesses may take
preparatory action, which can be costly, if they consider there is a rísk that they will lose the
preferential trading terms provided for by an existing EU agreement.

It is not possible to give an exact number of businesses affected by the powers. Administrative
data from HMRC shows that in 2018 over 150,000 VAT registered businesses in the UK traded
goods with non-EU countries.ls This only covers trade in qoods. so is likely to be an underestimate
of the number of businesses affected by the power. lt will also include businesses that export to
countries not in scope of the power. For context, survey data from the ONS shows that in 2018 just
over 340,000 (non-financial) registered businesses in GB either exported or imported goods or
services or both; this was around 14 per cent of all VAT/PAYE registered businesses that were
surveyed.16 This survey does not cover the whole business population, as there are admin sources
for some sectors. The survey also does not break the numbers down by partner countries, so
would be an overestimate for the number of businesses that could be affected. Both sources do
not include businesses trading below the VAT registration threshold.

The evidence on signing trade agreements suggests that whether certain types of businesses are
disproportionately affected will depend on the sectoral impact of the signing each individual
agreement and the specific trade barriers that are reduced in these agreements.lT lt is difficult to
know at this stage what the sectoral impact doing nothing will be. This will depend on:

- the relative comparative advantage of the partner countries;

- the significance of the preferential arrangements for the provisions that are not fully
implemented;

- where supply and demand are most sensitive to potential price changes; and

- where domestic consumption relies heavily on imported inputs.

lmpact on consumers

62 There is some uncertainty around the likely impact for consumers around this option, this ranges
from limited to potentially significant. For example, at the upper end, imported products could-be
more expensive for consumers if our rights within existing agreements were lost and resulted in
retailers passing on increased costs to consumers through increases in domestic prices. This may
disproportionately affect certain groups of consumers, for example those at the lower end of the

15 HM Revenue and customs'2018 uK VAT Registered lmporter and Exporter population,
https://ww'w.gov.uugovernmenvstatistics/2018-uk-importer-and-exporter-population
16 ONS Annual Business Survey: Great Britain Annuál Bus]ness imþorterd and exporters importers, 2018 provisional results This survey only
covers registered businesses (for PAYE or VAT, listed in IDBR) in the Great Britain non-financial Business Economy (around ZlSrdr oi tn" Cg
economy) i.e' the data excludes very small traders not registered for VAT/PAYE and the following industries: much ôf'the finance, insurance and
agricultural sector, and all of Government services.

e/business/busi ices/datasets/annualbusinesssurvev¡mportersandexporters
17 lbid.
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income distribution, depending on the specific sectors where the price rises occur. Consumers may
also see a reduction in choice of products and services available.

lmpact on the Government

63. ln general, this option risks damaging the UK's reputation as an outward facing global trading
nation. However, there is some uncertainty around the likely impact on government, at the upper
end the UK Government could lose out from the loss of international competition on government
procurement contracts, which result in better value for money. The GPA contains many of the
largest globaleconomies such as the US, EU, Japan, Canada and Korea, and provides the UK
with increased choice, competition and value for money in the public sector where the Government
has chosen to open up procurement opportunities to international competition.

¡i. Establishing an lndependent Trade Remedies Authority

64. The Trade Billwill establish the Trade Remedies Authority (TRA) as a Non-Departmental Public Body
of DIT to act as the UK trade remedy investigatory body. Continuing to conduct trade remedies
investigations within DIT could make these investigations more open to the perception of political
interference. This could increase the risk of legal challenge and could damage the UK's reputation as a
country committed to rules-based global free trade. lt has not been possible to quantify this potential
impact nor to provide an order of magnitude for the potential risk of political interference of doing
nothing. However, it is considered that the risk of successful challenge would be greater without
ensuring independence. Consequently, option t has been ruled out on the basis that it would not
achieve the policy objectives outlined previously.

¡¡¡. Data collection & sharing

65. The proposed powers will enable the collection of robust export data and the sharing of trade data
between HMRC and DIT (and bodies with a public trade function) to enable effective trade policy
development, defend cases of unfair trade and support UK businesses.

66. Without the proposed powers the additional data would not be collected; Government
Department's would continue to use alternative data sources. These include surveys and admin
data that does not currently provide a complete picture of exporters. This prevents Government
from targeting its resources effectively to support exporters, especially smaller businesses and
those in financial services. As a result, doing nothing is not expected to result in significant impacts
on businesses, consumers but would limit Government in the information it has for decision-making
on policy and operations.

67. Without the proposed powers, sharing of relevant trade data between HMRC and DIT would not
occur. Doing nothing, is not expected to result in any significant impacts to businesses or
consumers, but the lack of information would severely hamper the ability of Government to carry
out new trade functions needed at the end of the Transition Period. Doing nothing could result in
less effective trade policy development than would otheruvise have occurred with the powers which
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Overall
assessment:

There is some uncertainty around the overall impact of doing nothing as it
could range from limited to significant. lt has not been possible to quantify the
potential additional costs to businesses, consumers and the government as
these will depend on the final number and scope of the agreements that would
need to utilise the power.

Overall
assessment:

Doing nothing could result in an increased risk of perception of political
interference/legal challenge in trade remedies investigations. lt has not been
possible to quantify this impact.



could in turn result in indirect costs to consumers and businesses. Option t has been ruled out on
the basis that it would not achieve the policy objectives ouilined previously.

5.2 Option 2 - 'The preferred option'

i. Existing international agreements and continuity agreements with third countries

68. Under this scenario, the UK would have the necessary powers to ensure it would be able to fully
implement obligations under transitioned EU Free Trade Agreements, under other EU preferential
trade arrangements, like Mutual Recognition Agreements on conformity assessment, or under the
GPA post Transition Period. This means businesses and consumers would be able to continue to
benefit from trade through these existing preferential agreements.

69. The primary legislation does not specify what these changes to domestic legislation will be as they
will be dependent upon the terms of individual agreements. As trade agreement continuity is
intended to replicate the effect of existing EU preferential trade agreements, use of such powers is
intended to be as minimalas possible.

lmpact of ensurinq that the UK can fullv implement its obliqations in continuitv agreements

70. The policy objective is to ensure maximum continuity for any UK business and to ensure that the
current level of provision provided by existing agreements, particularly in relation to procurement
and mutual recognition, is retained as far as possible once the UK is no longer bound by the EU's
agreements, as well as to ensure continued protection from injury caused by unfair trade and

. unforeseen surges in imports.

71. As the EU agreements which the UK is seeking to transition are already in place (or will be at least
provisionally now that the UK has left the EU) and are being used by business, their retention
would be, as far as is possible, a preservation of the status quo for businesses and consumers. As
a result, there should be no significant costs to business and consumers.

lmpact on businesses. consumers and qovernment

72. The powers to enable the implementation of transitioned agreements (GPA, procurement provisions in
trade continuity agreements and MRAs) in their entírety are not expected to result in any direct
costs/benefits to businesses as they will need secondary legislation to implement change.
Consideration has been given to the potential impacts that could arise from the intended use of the
powers.

73. By the UK continuing to participate in the GPA, UK businesses would benefit from continued
access to external public procurements opportunities with an estimated value of Ê1.3 trillion each
year. The UK will be joining the GPA on substantially the same terms as we have now. UK
businesses will not be required to adapt their existing practices when bidding for overseas
contracts as a result of joining the GPA in the UK's own right. These changes will not impose new
organisational, operational, procedural, training, or reporting requirements for businesses and only
arise as part of 'business as usual' practices. lt is not possible to estimate the number of UK
businesses which engage in cross-border procurement activities, directly or indirectly. Given that

Overall
assessment:

Doing nothing with respect to data collection/sharing could result in less
effective trade policy development that would othenruise have occurred with
the powers. lt has not been possible to quantify this.
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the objective of the powers is to ensure continuity for businesses there should be no significant
costs to business.

74. Similarly, for MRAs and the procurement provisions within trade continuity agreements, the
intention is to ensure continuity for businesses and minimise changes to businesses' current
trading practices.

75. The specific changes to secondary legislation may potentially result in some transitionalor
familiarisation costs for businesses, however these are expected to be negligible given that
continuity for business is the overarching objective as outlined above. Any potential familiarisation
costs will affect businesses that currently export to or import part of their supply chain from third
countries within particular sectors and most likely involve reading and understanding specific
changes to secondary legislation, if required, to transition the existing agreements. lt is not
possible to provide a precise estimate for the number of businesses that will be affected by the
proposed measures, however as stated previously, over 150,000 VAT registered businesses in the
UK traded with non-EU countries and therefore would be in scope of the power.

76. Although we expect that the majority of changes will relate to procurement and mutual recognition,
due to the uncertainty over the specific changes to domestic legislation that will need to be made
as outlined previously, it is not possible at this stage to quantify these potential familiarisation
costs, or any other consequential costs or benefits. This will depend on the number and detail of
specific proposals to be brought fonrard through secondary legislation, the number of businesses
affected and the resulting size of these costs. However, given the aim is to replicate current
provisions and ensure continuity for business, these costs are expected to be minimal.

77. There will also be benefits to business and consumers from the reduced uncertainty brought about
by having a legislative framework in place to enable the transition of these agreements in all
clrcumstances. ln addltlon, any potential changes brought fonrard will be with the intention to
provide stability and maintain existing policy rather than deliver policy changes.

78. The proposed measures are not expected to result in any additional cost to Government. There
may be some costs associated with producing the necessary legislation to support the necessary
change, however these are not expected to be significant and would be absorbed within existing
Government resources.

i. lndependent Trade Remedies Authority

79. The primary legislation will establish the Trade Remedies Authority as an arms-length body to act
as the UK trade remedy investigatory body. The estates and staff for this investigatory body are
already established; the staff are temporarily part of DIT (in the Trade Remedies lnvestigation
Directorate) untilthe TRA is legally established following which they will be transferred to TRA
under ïransfer of Undertakings (Protection of Employment) provisions. There is therefore not
expected to be any cost to this option. Business engagement with the TRA would be almost
identical to under option 1, and therefore there is no expected cost to business to establishing an
independent investigatory authority.

80. The change in legal status is not expected to result in any additional costs to Government; any costs
incuned by Government in developing the necessary legislation will be absorbed within existing
resources and will not be passed through businesses or consumers and therefore has not been
monetised.

The proposed measures are not expected to result in any additional direct
costdbenefits to busrnesses, consumers and Government. Consideration has
been given to the potential impacts that could arise from the intended use of
the powers (i.e. in relation to procurement and mutual recognition
obligations): fhis is cunently assessed as a small/limited impact on busrness
(i.e. /ess than t5 million EANDCB), as the purpose of the powersis fo ensure
continuity for þusrnesses posf Transition Period.
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81 Although it is not possible to monetise it, the primary indirect benefit of establishing an independent
investigatory authority is that it will ensure that trade remedies investigations are cônducted
objectively, based on available data and evidence, maintaining impartiality. This is important so
that investigations are always conducted, and measures applied, in compliance with \MfO rules
and UK legislation, and take appropriate consideration of the views of different stakeholders. Trade
remedies investigations often involve strong opposing views from different stakeholders, and many
findings are legally challenged either domestically or via WTO disputes (around 40o/o of WTO
disputes relate to trade remedies). A greater degree of independence could lower the risk of legal
challenge and demonstrate the UK's international attractiveness as a competent, well-regulateð
country committed to rules-based global free trade. The Secretary of State has the power to reject
recommendations where measures are not in the UK public interest, which means that such
matters can still be considered where necessary.

ii. Data sharing & collection

Data collection

82. The powers to enable the collection of new data are not expected to result in any direct costs/benefits
to businesses as they will need secondary legislation to affect change.

83. Consideration has been given to the potential impacts that could arise from the intended use of the
powers. The question will ask businesses whether they have exported goods, seryices, or both in the
previous year.

84. To minimise the burden on businesses, HMRC, DIT and OGDs have agreed to introduce a single
voluntary and binary (yes/no) question for businesses to respond within the Corporation Taxãnd
lncome Tax forms. Consequently, it is considered reasonable to assume that the additional costs to
businesses (of filling out the additional questions) would be limited (<Ê5 miltion EANDCB). Agents who
support businesses in filling out tax returns have also been consulted, including companies that build
tools to facilitate in completing tax forms.

85. Additional costs incuned by Government in developing the necessary legislation and/or administration
costs relating to the new data collection are not expected to be significant given that existing processes
are already in place and will be absorbed within existing resources.

Data sharinq

86 The powers to enable the sharing of data between HMRC and DIT (or other bodíes that have a public
trade function) are not expected to result in any direct costs to business given the nature of the change

The proposed power could result in additional administration costs to Government as a result of the
potential need for technology upgrades and digital transfers. However, these are not expected to be
significant as a lot of the necessary infrastructure is already in place and any additional costs will be
absorbed within existing resources.

The proposed powers on data collection/sharing are expected to result in more efficient trade policy
development relative to the baseline, however it has not been possible to quantify this.
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measures are not expected to result in any additionalcosfs fo
busrnesseg consumers or the government given that the primarily purpose is
a change in legal status only.
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The proposed measures will not result in any additional direct costs to
businesses, consumers and Government. Consideration has been given to
the potential impacts that could arise from the intended use of the powers: this
is currently assessed as a small/limited impact on business (i.e. less than Ê5
million EANDCB).

Small and Microbusiness Assessment (SMBA)

89. The policy objective is not intended to bring about substantive changes to UK businesses in trade and
investment relationships with third countries covered by existing agreements, especially businesses
with fewer than 50 employees because the objective is to ensure continuity. However, if there are any
familiarisation costs, they may affect smaller businesses more significantly.

90. In 2018, 94 per cent of GB businesses that either exported or imported goods or services or both were
small and micro businesses (fewer than 50 employees).18 This survey does not break the numbers
down by partner countries, so will include those SMEs that trade with EU countries and is likely to be
an overestimate. lt is also worth noting that these trading businesses only make up a minority of the
total small and micro business population. From the Small Business Survey, in 2018, 25 per cent of
small business (10-49 employees), 18 per cent of micro businesses (1-9 employees) in the UK
reported that they exported goods or services.le

91. As well as exporting by selling directly to a foreign consumer or firm, SMEs can be involved in
trade through supply-chains. Analysis at the link below illustrates that where a certain proportion of
UK SMEs export directly, a further proportion would participate in their supply chains (while the
analysis is specific to EU exports, the principle would hold for other destinations):
https://www.qov.uldqovernmenUuploads/svstem/uploads/attachment data/file/524847lbis-16-230-
smes-su pplv-chai ns-exporters. pdf

92. As an independent member of the GPA, the UK will be in a position to contribute to the work of a
specific GPA working group which is considering best practice in how to support the participation of
small and micro businesses in government procurement. UK businesses will be able to benefit
from any resulting adoption of this best practice by GPA party governments in relation to their own
tendering processes.20

93. The Department regularly engages with a wide range of stakeholders, including the Federation of
Small Businesses (FSB), through various events including quarterly trade policy briefings that
cover issues around legislation and regulatory impacts on business. More specific smalland
medium-sized business engagement activities will occur as the Trade Bill passes through
Parliament.

94. The Great.gov.uk website contains guidance on navigating rules and regulations, which is
particularly aimed at smaller businesses. More generally, the Department has regional
lnternational Trade and lnvestment (lTl) teams which help businesses develop the skills they need
to export and access relevant information.

Assumptions

95. To ensure that we have the necessary powers to implement obligations arising from our
independent membership of the GPA, or from trade continuity agreements, we would ideally want
Royal Assent by 31 October 2020 to allow us to make the necessary regulations to come into force

18 Ottls Annual Business Survey: Great Britain Annual Business importers and exporters importers, 2018. This survey only covers registered
businesses (for PAYE or VAT, listed in IDBR) in the Great Brita¡n non-financial Business Economy (around 2/3rds of the GB economy) i.e. the
data excludes very small traders not registered for VAT/PAYE and the following industries: much of the finance, insurance and agricultural
sector, and all of Government services.
https://vvww.ons.qov.uldbusinessindustrvandtrade/business/businessservices/datasets/annualbusinesssurveyimportersandexoorters
19 Department for Business, Energy & lndustrial Strategy: Small Business Survey 2018
https://assets.publishino.serv¡ce.qov.uuoovernment/uploads/svstem/uploads/attachment data/f¡le/803646/LSBS 2018 emplovers -
data tables.xlsx

20 https://www.wto.orq/enolish/tratoo e/qproc e/annexc e.pdf
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at the end of the Transition Period. Hence, the assessment of impacts is assumed to accrue from
2021, on the basis of a situation where necessary regulations have not yet come into force

96. As the overarching objective of this measure is to ensure continuity for businesses, the proposed
measures have been assessed against a continuation of the existing agreements with third
countries and independent accession to the GPA. This is the most appropriate baseline for
comparison because the policy measure involves the replacement of an already existing level of
provision provided by existing EU agreements and the GPA. lt is considered that this will give the
most meaningful assessment of the impact on those affected.

Risks and uncertaintv

97. lt should be recognised that, while we expect that the majority of changes will relate to enabling us
to meet our procurement and mutual recognition obligations under the GPA and trade continuity
agreements, there is still some uncertainty around the full extent of changes that could be needed.
As a result, a full robust assessment of all the potential impacts associated with the intended use of
the primary powers cannot be provided at this stage. Consideration has been given to the potential
impacts of the current intended use of the powers, these are indicative in nature and will be revised
in any subsequent lmpact assessment(s) that accompany secondary legislation where relevant.

Summarv of impacts

98. There are no immediate costs and benefits to businesses associated with the primary powers as
they will not affect the nature of regulation in the sector until their scope has been defined via
secondary legislation. However, consideration has been given to the potential impacts on business
for the proposal as a whole i.e. on implementation of secondary legislation.

99. For each of the proposed powers, the analysis considers the potential direct costs and benefits to
businesses, consumers and government. Overall, the current assessment suggests that there
should be no significant additional costs to business as a result of each of the powers and no' 
significant additional cost in total from their implementation over and above the baseline.

100. There is still some uncertainty around the potential impacts, these assessments will therefore be
refined in subsequent impact assessments where relevant which will beneflt from specificity on the
contents of the secondary legislation.

101 . The measures will not result in any additional costs to government, as the proposed changes will
be absorbed within existing government resources.

6. Rationale and evidence that justifies the level of analysrs

102. The analysis contained in this lmpact Assessment is considered proportionate at this stage of
policy development and to accompany primary legislation. The analysis considers the direct
costs/benefits to businesses, consumers and the Government associated with the primary powers
as well as the potential use of the primary powers i.e. on implementation of secondary legislation.

103. The One-in, Three out (OITO) rule ensures that any new regulatory measure that is expected to
result in a direct net cost to business and civil society organisations must be offset by
compensatory deregulatory measures providing savings to business of at least triple that amount.

104. While the policy is in scope of the OITO rule, the introduction of powers in primary legislation will
not result in immediate impacts on business and therefore should be considered as zero net cost,
at this time. Where possible this lmpact Assessment provides qualitative assessments of the
potential impacts associated with implementing the proposal as a whole, as outlined in the
preceding sections the intended use of the powers are currently assessed as likely to have a
negligibleilimited impact on businesses given that the sole policy objective is to ensure continuity
for businesses.
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105. lt should be recognised that there is some uncertainty at this stage around the potential impacts as
they will largely be determined by subsequent policy development and legislation. This assessment
should however be viewed as indicative at this stage and will be clarified within subsequent lA(s) to
accompany secondary legislation where EANCB will be estimated for One-in-three-out (OITO)
purposes where appropriate.

7.Post lmplementation Review (PlR)

106. The Government is commítted to undertaking post ímplementatÍon reviews of any subsequent
changes to secondary legislation where appropriate. We do not propose to undertake a PIR of the
power as a whole because the power will simply enable us to make any necessary corrections to
domestic law which arise from transitioning existing agreements. Therefore, the impact of the
power in and of itself will be to ensure that real world impact of a legislative changeover is kept to a
minimum.

Annex A: Glassifications

1. What types of non-tariff obligations arise in the context of international agreements?

Non{ariff obligations, also known as non{ariff measures (NTMs) are policy measures other than
ordinary custom tariffs. Where these measures have the potential to hinder internationaltrade and
investment, they are known as non-tariff barriers (NTBs). Trade agreements often aim to remove or
alleviate such barriers.

There are various different types of NTBs, however examples relating to the powers include:

o Restrictions to selling products to a foreign government;

o Technical barriers to trade (TBT): these are implemented to regulate markets, protect consumers
or preserve natural resources, among other objectives. TBTs are primarily on manufactured goods,
although some TBTs such as labelling requirements can impact agricultural goods too.
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Annex B: Trade Agreements in the context of UK

Table 1: UK trade by country or groups of countries with EU agreements, as of 20 December
2019

Switzerland, Liechtenstein 32,438 2.5%
lceland, Nonray 30,613 2.3%
Japan 29,207 2.2%
Canada 18,996 1.4%
Turkey 17,099 1.3o/o
South Korea 14,906 1.1o/o
Singapore 14,139

1.1o/o
Botswana, Lesotho, Mozambique, Namibia, South
Africa, Eswatini (Swaziland)

10,258
0.8%

Mexico 4,663 0.4o/o
lsrael 4,211 0.3o/o
CARIFORUM (see note 1) 3,707 0.3Yo
Peru, Colombia, Ecuador 3.380 0.3Yo
Egvpt 3,130 0.2o/o
Alqeria 2.794 0.2%
Morocco 2,471 0.2%
Chile 2,004 0.2o/o
Madagascar, Mauritius, Seychelles, Zimbabwe,
Comoros

I,995
0.21o

Kenva 1,522 0.1o/o
North Macedonia I,505 0.1Y"
Ukraine I,358 0.1o/"
Ghana 1,349 0.1%
Costa Rica, El Salvador, Guatemala, Honduras,
Nicaragua, Panama

I,166
0.1o/o

Lebanon 762 0.1o/o
Serbia 631 0.0o/"
Tunisia s42 0.0%

486 0.0%
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Jordan 448 0.0%
Côte d'lvoire 371 0.0o/o

Faroe lslands 252 0.0o/o

Cameroon t89 0.0%
Fiii. Paoua New Guinea. Samoa r66 0.0%
Bosnia and Hezeoovina 132 0.0o/o

Georoia 123 0.0%
Monteneqro 76 0.0%
Andorra 59 0.0%
Albania 50 0.0%
Palestinian Authoritv 41 0.0o/o

San Marino 14 0.0%
Kosovo I 0.ÙYo

Source: Office for National Statistics (ONS) statistics on UK total trade: all countries, non-seasonally adjusted April to June 2019

Note 1: The CARIFORUM countries are: Barbados, Belize, Commonwealth of Dominica, Grenada, The Republic of Guyana, Jamaica, St
Christopher and Nevis, St Lucia, St Mncent and the Grenadines, Republic of Trinidad and Tobago, Dominican Republic, Antigua and
Barbuda, Commonwealth of Bahamas, Republic of Suriname.

The following tables (Table 2 and 3) give a breakdown of the top goods and services exported to and
imported from some of the potential countries in scope of the power based on the TAC countries
(outlined in table 3).21

Table 2-Top 5 goods exported to and imported from countries or groups of countries w¡th EU
agreements,20l8

Source: ONS UK trade: October 2019
Data presented is in nominal terms

Table 5 shows the top 5 services that the UK exported to and imported from with 20 (due to data
availability - see table 6 for further detail on the countries included) potential countries in scope of the
power including countries such as Switzerland, Canada, Chile, Mexico, South Korea and South Africa.

Table 3 - Top 5 services exported to and imported from 20 countr¡es w¡th EU agreements, 2018

21 httos:i/www.gov.uUoovernmenVoublications/uk{rade-aqreement-continuitv-statistics-and-analvsis/uk-trade-with-trade-aqreement-continuitv-
tac-cou ntries-stat¡stical-ad-hoc-release
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Crude oil t2,L88
Gas 8,237

4,372Mechanical power generators (intermediate)

Cars 4,O73

Mechanical power generators (intermediate)

Non-ferrous metals

6,639

3,090

Cars 5,639

Medicinal & pharmaceutical products 3,779

Crude oil 3,4L2

UK imports

UK exports

Non-ferrous metals L,gLL

Other Business Services 9,L70
Travel 5,482
Financial 3,509

Transportation 2,97L

Financial

lntellectual EgP9$J.
9793

Other Business Services 8031

Travel 4656

Transportation 4346

UK imports

UK exports

lnsurance and Pension 3088



Source: ONS UK trade in services: service Wpe by partner country, non-seasonally adjusted
Data presented is in nominal terms
The data for services only includes information for some of the countries in scope of the power due to confidentiality reasons.

Table 6: List of countries included in Table 5

Annex C: Economic benefits of Free Trade Agreements
This section provides a qualitative assessment of the impacts of signing comprehensive Free Trade
Agreements (FTAs).

The evidence shows that FTAs enhance bilateraltrade. Head & Mayer22 considered the impact
across a wide range of studies (with a total of 2,508 estimates obtained from 159 papers) and found that
the median impact of a regional trade agreement or FTA on bilateral trade flows to be an increase of 32
per cent.

The impacts will tend to depend on the precise provisions of the FTA, the characteristics of the
partners and the existing degree of liberalisation. Several factors affect the scale of trade effects of
FTAs including:

o The scale of existing trade flows between country partners within an FTA.

o Specific provisions within the FTA, including how deep and broad its provisions are, how much
policy change they inspire and how quickly changes are implemented;

. The responsiveness of aggregate trade flows to reductions in trade costs brought about by the
provisions within the FTA.

o The relative importance and direction of trade-related policies falling outside the scope of the
FTA; and

o Broader supply-side characteristics of those signing the FTA (i.e. what goods and services they
can produce efficiently, and how quickly they are able to shift resources into sectors for which the
FTA increases demand and out of those where it reduces demand for domestic output).

The coverage of FTAs has widened over time; reviews of the provisions included in 'modern'
FTAs show that the majority go beyond the removal of tariff barriers to include provisions which
address non-tariff impediments to trade and investment. These nontariff impediments include
issues such as custom procedures, regulation of domestic production which discriminates against
foreigners, product standards which differ from international norms (or where testing of products is

22 Head & Mayer (201 3) 'Gravity Equations - Workhorse, toolkit and cookbook', p33-34, http://www.cepii.frlpdf pub/wp/201 3iwp2013-27.pdf
Looking specifically at structural gravity models, which refers to using country fixed effects or a ratio-type method.
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Switzerland lsrael Singapore

Canada lceland Serbia

Chile Liechtenstein Montenegro

Mexico Norway Colombia

South Korea Albania Egvpt

South Africa Ukraine Morocco

Turkey Japan



complex and often exclus¡onary), regulation of inward investments, competition policy, intellectual
property protection and rules surrounding access to government procurement.

The evidence suggests that addressing NTMs to trade is important to maximising the benefits of
FTAs23. For example:

a) Deeper agreements lead to larger increases in trade flows. The evidence suggests that
deeper agreements - which address NTMs - lead to greater increases in trade flows than
agreements than more shallow agreements (which include less liberalisation in fewer areas).

b) The relative importance of NTMs in relation to tariffs has increased. ln light of the longer-
term decline in 'Most Favourable Nation tariffs' (tariffs applied to all World Trade Organisation
(WTO) members), the relative importance of non-tariff impediments to trade has increased in
recent years.

c) Addressing NTMs is centralto boosting trade in services. ln addition to boosting goods
trade, FTAs which address NTMs, pursue opportunitíes for regulatory alignment and improve
policy certainty have greater scope to increase trade in services. Services trade is particularly
important for the UK; the UK is second largest exporter of services in the world and around 35
per cent of total UK trade (exports and imports) were services in 201524.

d) Deeper agreements enhance the ability of businesses to benefit from the formation of
international supply chains. There is some evidence to suggest that deep agreements
facilitate the development of cross-border production networks for businesses. These

23 
t ¡ Egger et al. (2015) 'Non{ariff barriers, integration and the transatlantic economy'. 2) WTO (201 1 ) 'World Trade Report 201 1 .The WTO and

preferential trade agreements: From co-existence to coherence', p6-7,
https://wwwwto.orq/enolish/res e/booksp e/anrep e/world trade reportl 1 e.odf
2a Source: ONS UK Balance of Payments. The Pink Book: 2016
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maximise the ability of businesses to fragment their production and thereby benefit from
international differences in input costs

The table below provides some examples of previous estimates of the impacts of signing specific FTAs:

Table 7: Examples of previous estimates of signing specific FTAs

Overall, the evidence suggests that FTAs enhance trade flows: the impact on trade flows and
benefits for businesses can be greater for agreements which address NTMs and sometimes
require changes to domestic legislation.

25 Copenhagen Economics (March 2007) 'Economic lmpact of a Potential Free Trade Agreement (FTA) Between the European Union and
South Korea'
26 Copenhagen Economics (February 2011) 'Ex-Post Assessment Of Six EU Free Trade Agreements: An Econometric Assessment Of Their
lmpact On Trade' http://trade.ec.europa.eu/doclib/docs/201 1/mav/tradoc 147g0b.pdf
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EU-South KarcaFTA

EU-Korea FTA entered fully into force on 1 October 2015 following ratification by all EU Member States (including the UK).
Most of the agreement has been provisionally applied since 1 July 201 1.

Copenhagen Economics2s assessed the economic impact to the UK from the FTA between the EU and Korea using a
general equilibrium model in 2007.They concluded signing the FTA would result in a net annual welfare gain to the UK
economy of around Ê0.5 billion per year which corresponds to a 0.05 per cent increase per year in UK real income.

This scenario was designed prior to the completion of the actual negotiations and can be seen as providing an estimate of the
potential effects rather than an estimate of the benefits of the actual agreement. However, the scenario used in the modelling
is fairly accurate, if a slight overestimate, of the outcome of the actual agreement.

Ex.Poet assessment Of Six EU Fres Trade Agreements

Copenhagen Economics on behalf of the European Comm carried out an ex-post evaluation of six EU FTAs (South
Africa-1999, Mexico-2000, Morocco-2000, Tunisia-1998, Chile-2003 and Jordan-2002). They found there was a strong
impact of FTAs where there was comprehensive liberalisation (such as EU-Chile).

The report found that EU exports to Chile, Tunisia and Morocco show strong evidence of increasing as a result of the FTAs.
Although EU exports to South Africa were found to have increased, this result was not statistically significant, and there was
no evidence of an increase in EU exports to either Mexico or Jordan. FTAs signed with Tunisia and Morocco increased EU
exports by 80 per cent, and EU exports to Chile appeared to more than double as a result of the FTA. EU imports from
Mexico were found to have increased by 92 per cent.




