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Section 1 The Key Parts of the TCA: How are the Trading Terms Working for Business?

Tariffs and Rules of Origin

Before the TCA came into force at the start of 2021, over 200,000 UK companies
(including many SME exporters) had only ever traded with the EU on a tari -
free, but also near frictionless, basis. They were aware, though, that the UK would
leave the EU customs union and begin a new relationship with the EU. That
change meant they had to register for EORI (Economic Operators Registration
and Identification) numbers, find customs intermediaries, or speak to their

local Chamber of Commerce or ChamberCustoms about making customs
declarations. They also had to familiarise themselves with relevant origin, safety,
and security certification to accompany consignments of goods moving to the
EU. All of this commenced for outbound goods from Great Britain on 1 January
2021. A temporary waiver on the need to produce suppliers’ certificates for these
cross-border goods movements applied, in both directions, until 1 January 2022
but was then removed. Some companies have chosen to establish entities in the
EU to more e ciently manage cross-border orders from EU customers.

For inbound goods of animal and plant origin coming to Great Britain from the
EU, the controls regime was finally introduced this year, although checks on fruit
and vegetables will not start until 1 July 2025, Customs, VAT and origin evidence
requirements on inbound goods were introduced in 2021. The obligations on
safety and security certificates will come into force for EU goods imports to
Great Britain from the end of January 2025*,

The TCA contains rules on what inputs qualify for zero-tari treatment. In most
cases, goods must contain a requisite percentage of originating material from
either the UK and/or the EU. These percentages are set out in product-specific
rules of origin, which must be met to claim zero-tari treatment. Goods which
contain too much other sourced content do not qualify for zero-tari treatment,
and goods which have not been su ciently processed or made in the UK do not
qualify either.

The TCA has meant two important structural changes for businesses in Great
Britain on tari s and rules of origin:

1. Goods cannot be imported from the rest of the world, then re-exported
tari -free to the EU, without su cient processing. So, movements of non-
originating goods have to be very carefully considered (with use of customs
warehousing where appropriate) to mitigate exposure to additional tari s on
re-export to the EU.

2. Goods cannot be imported from the EU, then distributed tari -free from
the UK (GB) back into the EU, without su cient processing. They are non-
qualifying goods. Some larger firms have mitigated their customs duties by
using customs warehousing and returned-goods relief, but others have had no
choice but to set up distribution networks in the EU. UK member companies
have told us they had to form commercial entities and register for VAT in both
the Netherlands and Germany, to comply fully with commercial and VAT rules.
Distribution infrastructure for a growing number of companies has moved
from Great Britain into the EU.






Customs and Hauliers

TCA customs rules are based on WTO Trade Facilitation Agreement terms, not
the EU Union Customs Code (UCC), as the UK did not wish to align with the
UCC (in respect of Great Britain). This means exporters were required, from
January 2021, to have safety and security certificates, accompanying other
customs documentation, with their consignments. These have added further
costs to exporting to the EU, which traders in Norway and Switzerland do

not experience as their governments have negotiated waivers with the EU. A
comprehensive package of EU customs reforms is expected to be prioritised
by the new mandate of the European Commission. This will likely include a
review of the Union Customs Code (UCC) and prospective abolition of the de
minimis threshold on duties. This would have a considerable impact on low value
e-commerce consignments imported from GB into the EU™.

Over the past four years the borders issues faced by goods importers and
exporters have become less around familiarity with the TCA and more structural
in nature. For example, the EU import control system (ICS2, Phase 2) for air
freight, maritime, road and rail was implemented during 2024. It requires entry
summary declarations for goods transported by these routes into the EU™.

Many traders are also still concerned about the inconsistent application of
customs rules by each member state’s customs authorities™. EU proposals to
create an EU Customs Authority by the end of the decade may help in reducing
these disparities." But we would urge greater cooperation, in the meantime,
between UK and EU customs authorities with those businesses with roles in
cross-border trade and logistics, to resolve ongoing problems now.

The phasing in by the UK government of the Border Target Operating Model
(BTOM), in 2024, has involved additional costs for importers of record of

a ected agri-food products in Great Britain or their EU suppliers. This has been
through the introduction of port health charges and the common user charge
(for goods moving through EuroTunnel and the port of Dover)**. These charges
have proven onerous for small and medium sized businesses owing to the

flat rate nature of the charging per commodity line, capped at five per CHED
(common health entry document). Additional checks for fruit and vegetable
imports are due to introduced from July 2025. We believe these should be
reviewed in the context of agreements which can be reached between the UK
and EU, particularly if checks and some border processes are amended as a
result of those negotiations.
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Agri-food Exports - Export Health
Certificates and Border Checks

Since January 2021, export health certificates (EHCs) signed by a vet have been
required for certain agri-food goods from Great Britain exported into the EU.
These are for consignments of plant products or products of animal origin.
Physical and identity checks are also conducted, alongside other border checks,
on a limited number of trucks and containers crossing from Great Britain into EU
territory. From spring 2024, movements of a ected goods have taken place via
designated Border Control Posts (BCPs), involving documentary, physical and
identity checks for a certain percentage of tra c. This covers movements which
are not within the scope of trusted trader schemes for large or regular importers
of EU fresh produce.

The cost, complexity, and veterinarian signature requirement of EHCs have caused
significant hardship for British agri-food exporters since 2021, particularly SMEs**,
The TCA rules were based upon the relevant WTO rules, but with little more in

the way of facilitation for smoother trade. The UK sought an equivalence-style
relationship on plant and animal products in the TCA negotiations in 2020, but this
was not agreed. Exporting businesses in Great Britain, and their customers in the
EU, have paid the price through delays, wastage of food and higher costs as a result.
In some cases, they have entirely abandoned trade in agri-food products with EU*.

The BCC favours a negotiated veterinary agreement between the UK and EU,
reflecting precedents the EU agreed with both Norway and Switzerland. This
would eliminate the requirement for EHCs in either direction. On balance, we
have concluded this is the right decision, given the nature of agri-food supply
chains both in and out of Great Britain. It would also ensure that some of the
costs involved in Windsor Framework compliance would be reduced or fall away
as well, depending upon the scale of the regulatory commitments undertaken.
Such an agreement would cut the costs of doing trade for UK and EU exporters
and would benefit both sides. We would also recommend that these terms are
extended to trade between the UK and Switzerland, and the UK and Norway,
Liechtenstein and Iceland (the EEA-EFTA 3 states).

The Trade and Cooperation Agreement Four Years On 1






Section 1 The Key Parts of the TCA: How are the Trading Terms Working for Business?

Services Access and Labour Mobility

The TCA provisions on trade in services are also based on WTO agreements,
including the General Agreement on Trade in Services (GATS). Audio-visual
services are excluded, but market access is provided for in terms of financial
services, accountancy, architecture, design, and most legal services. The terms
of access for these vary with the mode of supply of the cross-border service
with over two-thirds of services being provided via remote or electronic
communications access (Mode 1)*¥". Temporary stays in each other’s areas for
business purposes, for example conferences and internal company meetings,
are permissible, but are restricted to 90 days in any 180-day period. Although
secondment is possible within companies with locations in either market, there
is a lack of comprehensive provisions on mutual recognition of professional
qualifications in the TCA. Some work on this has been conducted between UK
and EU services regulators, but the pace of progress in reaching any mutual
recognition arrangements has been slow. It requires further political steer from
both the UK and EU. A deal on mutual recognition of architects’ qualifications
was rejected by the EU because of concerns over the balance of respective
obligations in the text with the UK. A mutual recognition agreement, reached
during any reset discussions in 2025, could generate the necessary political
impetus and in-depth cooperation between regulatory bodies.

Previous arrangements, involving free movement of workers from the European
Economic Area (EEA), ended on 31 December 2020. However applications for
settled status in the UK by EU nationals have continued, although the system
closed for most applicants on 30 June 2021.

No provisions on youth mobility were negotiated as part of the TCA. This is

now widely seen by business, labour, and third sector stakeholders as a serious
omission. It a ects everything from school trips to summer jobs in either labour
market. By contrast, the UK has agreed a substantial youth mobility scheme with
Australia, covering all under 35s with visas, for up to three years in duration. This
allows young people from either country to work in the other*. Such schemes
are time limited, subject to e ective enforcement, and are di erent from former
arrangements on free movement of workers and dependents, which applied in
the latter period of the UK’s membership of the EU.

The EU proposed a youth mobility scheme in spring 2024 which was not approved
by the previous or current government™. A comprehensive analysis should be
conducted into the elements of di erent youth mobility schemes reached by both
sides, and this should then inform any negotiations between the UK and EU. We
believe balanced arrangements allowing young people to work, study and visit
the other territory would benefit economic growth in both the UK and EU. This is
supported by recent analysis by the Centre for European Reform, which outlines
a prospective long-term boost to economic output from such a scheme **
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Conformity Assessment and Markings
on Industrial and Electrical Goods

Conformity assessment processes on industrial and electrical goods fall within
the category of Technical Barriers to Trade (TBT) within trade rules. The TCA
provisions took the WTO TBT Agreement as the baseline, but no mutual
recognition agreement was reached on conformity assessment. During the
negotiations, the UK made clear it would not seek to remain part of the CE
marking system of conformity assessment and markings. Instead, it would
establish its own UKCA system for Great Britain, with a separate UK (NI) system,
due to the Northern Ireland Protocol.

In the BCC'’s International Trade Survey in October 2021, almost two thirds of
respondents for whom certification marking was applicable, said their preference
was to retain the EU’s CE marking system. This was to keep costs low and allow
for continuity of integrated supply chains. Goods finished and assembled in
Great Britain often contain components manufactured and conformity assessed
in the EU or other countries which are part of the CE marking system. In 2022,
businesses welcomed the extension of the dual system but found it only an initial
step in responding to the reality of complex manufacturing supply chains. We
called upon the UK government to take further action — unilaterally or through
the Trade Partnership Committee - to relieve the burden it placed on businesses.

After a long campaign, the UK government accepted the BCC'’s case in the
summer of 2023. It announced that CE marked goods in most sectors would
indefinitely be permitted to be placed on the market in Great Britain®"i, In
September 2024, this was extended to construction sector products, which we
had also called for>ii, But it does not apply to medical devices, where UKCA
testing and markings are required on those goods placed on the market in Great
Britain. However, the UK government has recently launched a consultation on
product markings on these devices, concluding in January 2025%%,

The decision on CE marked goods has been well received by industry but has
caused problems for the UK conformity assessment body sector. This makes a
powerful case for a mutual recognition agreement on conformity assessment to
be reached by the UK and EU. This would allow standard and regulatory testing
to CE-marking standards across both markets, providing the necessary capacity
for business.

The decision to retain CE marking for Great Britain has shown the wisdom of
retaining a common regulatory approach on traded goods with the EU. But

it has also flagged how di cult the processes are for managing regulatory
divergence across both markets. This is further complicated by the impact of the
Windsor Framework.
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Chemicals

The TCA contained special annexes on trade in chemicals, which created the
means for regulatory cooperation and exchange of information. The UK did not,
however, pursue a relationship based on regulatory alignment. This means that
in respect of Great Britain, it left the EU Registration, Evaluation, Authorisation
and Restriction of Chemicals (REACH) system at the end of the transition period.
Instead, it created a separate UK REACH system. “Grandfathering” of existing
approvals was permitted; but for newly authorised products, duplication of
registration by traders is now required to sell them in both markets.

This has introduced significant added cost pressures. The UK government has
o ered a delay in compliance with the full registration requirements involved
with UK REACH, pushing this back until 27 October 2025. This also gives it time
to consult business and others on these arrangements>*. Compliance burdens
continue to be raised by SMEs trying to trade cosmetics and other chemicals
products in Great Britain and the EU. Solutions are not easily foreseeable here,
given the inclusion of these products within a key part of the EU Single Market
approach to regulation, but there would be clear benefits from enhanced
regulatory cooperation between the UK and the EU in this sector.

In Northern Ireland, under the Windsor Framework, the EU REACH system
continues to apply®.

Data Flows

Data from the EU comprises 75% of the UK'’s overall cross border data flows>,
These are the lifeblood of international trade in goods and services. A transition
period on data flows between the UK and EU applied from January to June
2021, when the EU made adequacy decisions, under the General Data Protection
Regulation (GDPR)*i and the Law Enforcement Directive®V. These permit the
flow of personal data, such as employee or customer data, from the EU to the
UK. These decisions are due for renewal in 2025, and the current UK government
has made renewal a priority of its policies on cross-border data flows. The Data
(Use and Access) Bil*, currently before the House of Lords is deemed to be
compliant with the key elements of the current data adequacy relationship.

The BCC supports renewal of the data adequacy decisions as a top priority for
UK-EU relations in the coming year. We would also welcome a balanced dialogue
on longer-term options for the UK-EU data relationship. These include placing it
on a more permanent footing and removing the uncertainty for business of a five
yearly review and renewal process.
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Windsor Framework

The Windsor Framework provides an underlying basis for two-way trade
between Northern Ireland and Great Britain, and Northern Ireland and the EU.

Its purpose is to maintain an open border between Northern Ireland (part of

the UK) and Ireland (within the EU). In practice, this means providing Northern
Ireland firms with friction-free access to the EU Single Market, avoiding customs
and VAT barriers, alongside retaining Northern Ireland’s role within UK VAT

and customs territories. Over 300 specific pieces of EU law were retained in
Northern Ireland, via the Framework’s predecessor the Protocol on Ireland/
Northern Ireland. This made sure many industrial or agri-food goods made in
Northern Ireland, and sold in the EU Single Market, would be made in accordance
with EU legislation, avoiding any requirement for checks. In doing so, the EU was
prepared to extend to Northern Ireland one of its four Single Market freedoms

— free movement of goods. This was the minimum policy measure needed to
sustain an open land border and trade in many sectors between Ireland and
Northern Ireland.

The Windsor Framework agreement reached in February 2023* has led to

a reduction in physical checks for goods moving from GB to NI. But certain

food products have to be labelled 'not for EU’ to ensure they do not enter the
EU Single Market. Further rollout of labelling is due in summer 2025, extending
to fish, fruit and vegetables, and composite food products. Another major
implementation issue, from April 2025, will be the movement by authorised
operators of postal packets and parcels, particularly from business to business.
There has yet to be any resolution of whether NI will form part of the EU’s
Carbon Border Adjustment Mechanism (CBAM) or the UK'’s version, which is also
leading to business concerns in NI. Further uncertainty for trade with the Internal
Market is flowing from the General Product Safety Regulations, in force in NI
from mid-December 2024 i,

On 10 December 2024, the Northern Ireland Assembly voted by a simple,

but not by a cross-community, majority to continue with the operation of the
Windsor Framework for the next four years. There will also be the establishment
of an independent review into the operation of the Windsor Framework by the
Secretary of State for Northern Ireland, which is likely to be set up in early 2025.
The UK government is very clear in its intent that the UK’s obligations under
agreements with the EU will be implemented in full.
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Section 2 Post 2021 Regulatory Developments in the UK and the EU - Managing Divergence

Regulatory divergence

So far, divergence has, in part, been in relation to some climate standards
policies, and limited parts of the rulebook on agri-food. But the biggest shift
has been on initiatives in financial services and banking, such as the Edinburgh
Reforms»oi,

The EU’s trade and industrial policies have continued to evolve, through

the rollout of its Open Strategic Autonomy approach***, This uses trade
remedies instruments and its own new supply chain rules to be more assertive.
This includes tackling supply chain security issues which arose through the
pandemic and the outbreak of the war in Ukraine. The Chips Act*, Anti-Coercion
instrument?, and its Green Deal*' have all been adopted as part of its industrial
strategy.

In 2024, a pragmatic approach, endorsed by the BCC, resulted in an agreement
by the EU to treat UK companies complying with sanctions against Russia in the
same way as EU companies, following a precedent reached with Switzerland.
This aided many UK companies who could not comply with evidential
requirements on third country exporters providing mill certificates for steel.

Overall, a new approach on regulatory cooperation between the UK and EU

is required in the form of renewed commitments and joint working between
government and stakeholders in both markets. This would involve Ministers,
European Commissioners, and o cials in both the UK and EU. This would
provide greater insight into regulatory approaches being taken and allow closer
working on implementation and guidance.
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Carbon leakage and EU Carbon Border
Adjustment Mechanism

The EU’s Carbon Border Adjustment Mechanism (CBAM) started phasing in from
1 October 2023. It is the EU’s flagship measure to deal with carbon leakage. This
is the importation of products into the EU which use production processes that
release higher levels of carbon dioxide and other Greenhouse Gases (GHGs) than
it allows. This risk of carbon leakage may be higher in certain energy-intensive
industriesi, When fully in place from January 2026, the system will impose
charges on goods which originate from sources which do not operate equivalent
climate regulations. These will be based on the di erence between the assessed
carbon price of goods under the EU’s carbon pricing, through its Emissions
Trading Scheme (ETS), and the origin country of the goods being imported.

The key obligation from the EU CBAM is on the importer of record in the EU

to report on the GHGs embedded into the group of products to which the

rules apply*™. This includes iron and steel (including downstream uses of these
by manufacturers), hydrogen, fertiliser, cement, aluminium, and electricity.
Eventually the scheme will cover more than half of all goods within scope of the
EU ETS. The reporting obligation e ectively requires GB exporters to provide
details of any products in scope of this phase of CBAM being sent to the EU,

as well as direct and indirect emissions (e.g. electricity used in production of
goods). These will have to be reported by the importer in the EU on a quarterly
basis.

In terms of the Implementing Regulation?” and the guidance provided to third
country economic operators®i, businesses in Great Britain sending goods to the
EU are strongly advised to draw up a list of all goods they produce, including
those made with precursors obtained from outside their production facilities.
They should then check the list against the range of products in Annex 1 of the
EU CBAM regulations to establish which of their goods fall within scope.

A specific template for communications between the exporting producer,
outside the EU, and the importer of record, inside the EU, is recommended

for use. This provides a comprehensive picture of embedded emissions within
CBAM goods which is required to meet the reporting obligations. Producers in
Great Britain now have to adopt processes for weekly, and in some cases daily,
monitoring of gas usage, to provide the information related to the reporting
requirements. Implementation of EU CBAM has gained momentum throughout
2024, with accurate data on emissions now required. Although the EU guidance
provides some flexibility on enforcement i,

The status of CBAM in Northern Ireland has yet to be resolved by the European
Commission and UK government as of mid-December 2024. The question is if it
will be treated as part of the UK for this purpose, or whether it is treated in terms
of EU legislation given e ect by the Windsor Framework (or added thereto)*Vi,
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EU VAT changes

The EU’s current legislative proposals, as part of its VAT in the Digital Age
(ViDA) policy reforms, prepare European companies for the further expansion
of e-commerce and trade digitalisation. The reforms also seek to reduce the VAT
gap between the taxes potentially recoverable from businesses and the revenues
actually paid. The aim is to cut the gap by up to €1lbn per year over the next
decade. They are also the first major change to EU VAT laws since the UK left
the common VAT area as part of the Brexit process. They will nevertheless a ect
UK companies - some of this will be welcome, but other e ects will likely prove
more challenging. It should also be remembered that Northern Ireland continues
to apply EU VAT law on traded goods but not services, and these reforms will
have relevance there for its trading relationship with the EU.

Some of the reforms will simplify compliance burdens for third country exporters
like Great Britain. For example, registering in one EU state for VAT will be all that
is required for a company, rather than having to register in multiple EU states
where commercial activity is conducted. The introduction of this is likely to be
delayed until 2026.

The deemed supplier principle will be extended, potentially from 2026, into

new sectors such as transport and hotel accommodation, which use online
platforms". They will assume liability to levy VAT if the individual suppliers

have not done so. A major change will be a mandatory requirement on online
platforms to use the import One Stop Shop (i-OSS) for goods being sent to EU
customers from outside the EU. As previously stated there will also be a broader
obligation for other transactions of goods entering the EU to use i-OSS. The
current rules apply to goods under €150 in value only.

In services, third country exporters of services via remote means into the EU
will be brought within the scope of VAT rules. They will have to account for

the VAT due on the supply of services to individual EU customers via the OSS.
On balance, these measures appear to fulfil the remit of tackling the fiscal gap
from VAT fraud. But while some of them will o er simplifications for UK traders,
others will mean greater complexity and compliance burdens for those o ering
cross-border services.
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Conclusions

On regulation more widely, there is good sense in keeping business costs as
low as possible, by the UK aligning with the decisions adopted by the European
Union on traded goods. This is particularly true for those in highly regulated
sectors, where there is a strong export relationship between the UK and EU.
More generally, there is also a powerful case for closer regulatory cooperation
between the EU and UK. This would smooth business compliance frictions,
particularly given key new regulatory developments a ecting UK traders set to
come into force in the coming years. On services, a di erent approach is more
suitable, allowing divergence where it is in the economic interest to do so.

23






What Businesses Have Told Us In 2023 About Using The TCA

The BCC'’s Insights Unit runs an extensive research programme which has
been surveying businesses on attitudes towards trade for many years. Since
the start of 2021, we have been assessing the ease or difficulty with which
businesses have adapted to TCA rules and seeking business views on wider
trade issues. This report draws on the most recent data collected by the BCC
Insights Unit, in its annual International Trade Survey from July to August
2024. This received 1,111 responses from businesses across the UK (up 80% on
the number of respondents from 2023), with 33% in the manufacturing sector,
56% in services, and 11% in the public sector or third sector. A total of 92%

of participants were SMEs (fewer than 250 employees). Additionally, 45% of
respondents reported that they export, which is relatively consistent with the
profile of Chamber member businesses.

The survey revealed issues with current economic and trading conditions for

SMEs, including:

e Ongoing compliance issues for businesses following the rules of the TCA,
particularly around exporting requirements related to customs;

e Some optimism from current exporters around expectation to grow exports
over the next twelve months; and

e Strong lack of awareness of incoming changes to trade and regulatory policy,
such as CBAM.
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What Businesses Have Told Us In 2024 About Using The TCA

“Dealings with the EU have got much
more of a problem since Brexit....
Shipping to all markets overseas has
become more of a problem as a result
of Brexit too.”

“Brexit was a disaster for companies
like ours. Creating unnecessary red
tape and restricting significant trade to
the EU and beyond.”

“The border forces at the point of
entry into the importing country seem
to be getting better at processing all
of the documentation. We never have
an issue getting produce out of the UK
but it can still hit a wall at the other
side when a customs o cer doesn’t
process the delivery correctly and ticks
the wrong box.”

“We have much more paperwork than
we used to. It is more bureaucratic
exporting to the EU and getting
worse.”

“We import from Italy and sell to all
other EU countries but have to pay
Import Duty and experience delays in
delivery. A lot of hassle for our
customers some of which have
sourced their products from other
countries without these regulations
and costs.”

26

“We're competing against bigger
competitors based in the EU who now
all have a significant structural
advantage. This is an imbalance we’re
unable to address on our own.”

“Customs and export processes and
barriers to export to the EU. Health
Certificates for food products are our
main barrier to expand. The di culties
of free trade with Northern Ireland are
still a huge barrier to increase our
sales.”

“We were sold untruths of how trade
would be after Brexit by assuming ALL
27 countries would interpret the rules
the same way which is clearly not the
case. Animal products such as honey
or minor ingredients such as a small
amount of dairy in a product should
not have to carry a veterinary
certificate. Labelling goods in the UK
as unsuitable for sale within the EU
should not be allowed to happen, it
devalues the product to the UK
consumer.”

“We are unable to export e ciently to
EU customers from the UK, so we took
the decision back in 2021 to open a
depot in France. We export to 23 EU
countries from here, but it is too
expensive and time consuming to do
so from the UK.



Section 5 What Businesses Have Told Us In 2024 About Using The TCA

To what extent do you agree or disagree that the UK-EU Trade and Cooperation
Agreement (TCA) is enabling your organisation to grow or increase sales?

BASE: (Total: N = 1067; Exporters: N = 446)

Exporters

3% 12% 24% 17%

Total

2% 9% 17% 15% 57%

45%

0%

100%

Strongly agree

Somewhat agree

Somewhat disagree

Slight disagree

Don’t know

40%

OF EXPORTERS
DISAGREE THE TCA IS
ENABLING THEM TO
GROW OR INCREASE
SALES, A SLIGHT FALL
COMPARED WITH
2022/2023 WHEN HALF
DISAGREED

15%

AGREEIT IS
HELPING THEM

Here are some potential changes to UK-EU trade that could be taken forward
by the UK government. Which three of the following would you advise the UK

government to prioritise, if any?
BASE: (Total N = 920)

Easier movement of personnel between UK and EU
Reduction in VAT requirements for exports to the EU
Linking to the EU’s preferential rules of origin system

Mutual recognition of professional qualifications
Veterinary deal on the movement of food products
Reciprocal youth mobility scheme

Would not advise on any specific priorities

Other change to UK-EU trading arrangements, please specify
Linking to EU’s Carbon Emission rules (CBAM)

Need more information

46%

0%

50%

46%

ALMOST HALF OF
BUSINESSES WANT
THE UK GOVERNMENT
TO PRIORITISE EASIER
MOVEMENT OF
PERSONNEL BETWEEN
THE UK AND EU IN ANY
NEGOTIATIONS WITH
THE EU

WHILE UNSPECIFIED
CHANGES HAD THE
LOWEST RESPONSE
RATE OF RESPONSES
EXPRESSING A VIEW
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Top Trade Barriers

45%

CITE CUSTOMS
PROCEDURES AND
DOCUMENTATION
AS A BARRIER TO
EXPORTING

34%

CITE TARIFFS

Section 2 What Businesses Have Told Us In 2024 About Using The TCA

39%

CITE EXPORT
DOCUMENTATION
(EG. RULES OF
ORIGIN)

25%

LOGISTICS
AND SHIPPING
ISSUES

36%

CITE REGULATIONS
AND STANDARDS

10%

SAY THEY
DO NOT
FACE TRADE
BARRIERS

Regardless of whether or not your business exports, which of the following,

if any, would you consider to be barriers to exporting?

BASE: (Total: N =1093)

Customs procedures and documentation
Export documentation (e.g. rules of origin)
Regulations and standards

Tari s

Logistics and shipping

Exchange rates

Legal obligations and incoterms

Finding international buyers or suppliers
Payments and financing

Do not feel my products or services are suitable for export
Political risks

Intellectual property protection

Don’'t know where to start

Language and cultural di erences

Other barrier, please specify

Do not face any barriers

45%

0%

50%

28



What Businesses Have Told Us In 2024 About Using The TCA

The majority of respondents have a lack of familiarity of upcoming changes to
trade policy, including remaining elements of the Border Target Operating Model

to be implemented and the EU Carbon Border Adjustment Mechanism. The

forthcoming EU Entry/Exit System (EES) had the highest levels of awareness.

BASE: (Carbon Border Adjustment Mechanism (CBAM): N = 488; Border Target Operating Model (BTOM): N = 490; EU Entry/Exit System, biometric data
collection for UK nationals entering EU from Oct 2024: N = 492; New requirements for GB/NI postal packets and meat/dairy products from Oct 2024: N
= 491, Safety and security certificates for consignments from the EU from Oct 2024: N = 489; UK entry into CPTPP from Dec 2024: N = 491)

1% 9%
10%

65%
55%

Carbon Border

Border Target

Adjustment Operating Model
Mechanism (BTOM)
(CBAM)

. Preparing (or have
prepared) for this change

OF TRADERS DID NOT
KNOW ABOUT REPORTING
REQUIREMENTS

AND LATER FISCAL
REQUIREMENTS ON
EXPORTS OF GOODS
CONTAINING STEEL,

AND SELECTED OTHER
PRODUCTS, TO THE EU

12%

EU Entry/Exit
System, biometric
data collection
for UK nationals
entering EU from
Oct 2024

Know some details
but not preparing

OF TRADERS WERE
EITHER UNAWARE OR
UNPREPARED FOR

NEW SAFETY AND
SECURITY DECLARATION
REQUIREMENTS ON EU
IMPORTS INTO GB FROM
(NOW) THE END OF
JANUARY 2025.

Date of implementation
changed after survey data
obtained

New requirements
for GB/NI postal
packets and meat/
dairy products
from Oct 2024

Aware but know no details

9% :373
14%

Safety and UK entry into
security CPTPP from Dec
certificates for 2024

consighments
from the EU from

Oct 2024

. Not aware of this

OF TRADERS WERE
UNAWARE OF THE NEW
RULES ON BUSINESS-TO-
BUSINESS MOVEMENTS
OF PARCELS AND POSTAL
PACKETS FROM GB TO NI
TO BE INTRODUCED (NOW)
IN APRIL 2025.

Date of implementation
changed after survey data
obtained
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What Businesses Have Told Us In 2024 About Using The TCA

CONCLUSIONS FROM THIS YEAR’S SURVEY

The compliance burdens from the structural barriers to trade introduced under
the TCA are still difficult for large numbers of traders, particularly SMEs, hoping
to export to the EU. There is still widespread unhappiness with the continuing
scale of the paperwork burden. Four years on from the TCA being negotiated,
40% of exporters actively ‘disagree’ that it is helping them grow. Worryingly,
there are very low levels of knowledge of key elements of the Safety and
Security declaration requirements. Awareness of other key regulatory changes
affecting the competitiveness of UK exports in the EU Single Market and
additional regulatory and compliance burdens is also weak at best.

This emphasises the key role that enhanced regulatory dialogue and
cooperation has between the UK and EU, and the need for business to be
involved. A more inclusive approach would help companies fully prepare. It is
vital that they receive practical, clearer guidance on the rising number of policy
changes which affect their ability to trade with customers in the EU.
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Upcoming Policy Implementation Affecting Cross-Border Movement
of People, Services and Goods Between the EU And UK

KEY CHANGES IN THE NEXT TWO YEARS

30 January

Safety and security declarations required in GB to accompany goods
consignments arriving from the EU.

April

The UK will extend its Electronic Travel Authorisation (ETA) system to EU
nationals entering the UK from 2 April.

EU nationals with settled or pre-settled status or right of abode, UK or Irish
nationals and those with valid UK visas are exempt). New arrangements for
movement of parcels and postal packets from GB to NI, with particular e ects
upon business-to-business movements of parcels and packets from GB to NI.

EU Entry/Exit System to come into operation for third country nationals entering
the EU at a date to be specified in 2025. This means fingerprints and captured
facial images to be recorded, as well as the name of the individual, type of travel
document, date, and place of entry to the EU. This is intended to replace manual
stamping of passports, but there are concerns the system may increase delays at
ports, transport hubs, and other border crossing points.

July

Third stage of Windsor Framework compliance measures come into e ect,
including labelling of fish, fruit and vegetables, composite food products moving
from Great Britain to Northern Ireland with ‘not for EU’ labelling.

December

EU Deforestation Regulation (EUDR) set to enter into e ect for larger businesses
—including UK companies — covering cattle, co ee, palm oil, rubber, soya and
wood products and derivations thereof, including meat, leather, chocolate, paper
and printed books produced on or after 29 June 2023.

Date TBC

Introduction of visa waivers for short stays (up to 90 days out of each 180-day
period) and pre-travel authorisation system for UK nationals seeking to travel to
the EU. This will be through the rollout of the European Travel Information and
Authorisation System (ETIAS).



(C=D
(C=D

(D
(D

Upcoming Policy Implementation Affecting Cross-Border Movement
of People, Services and Goods Between the EU And UK

+ Fiscal element of the Carbon Border Adjustment Mechanism to be introduced
from January 2026. EU CBAM rollout to be completed, with charges
introduced.

* Application of aspects of the EU VIDA VAT reform package for online
platforms and other operators.

* EU Corporate Sustainability Due Diligence Directive for implementation by EU
member states in 2026.

 EU Deforestation Regulation set to enter into e ect for smaller and micro
businesses from end of June 2026.

UK CBAM due to be implemented from January 2027.

Proposed cap by UK Payment Systems Regulator on interchange fees for
cross-border digital transactions.
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Section 5 Our Policy Recommendations

7.

10.

.

12.

13.

14.
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Negotiate the UK re-joining the Pan-Euro-Mediterranean (PEM) Convention,
to provide additional supply chain flexibility. This new agreement should
permit the PEM rules on cumulation on rules of origin to sit parallel to those
within the TCA. This would provide firms with choice of preferences without
requiring amendment of the TCA rules of origin.

Extend the scope of rules of origin provisions on electric vehicle batteries
beyond 2027, to take account of the current and future contours of electric
vehicle battery supply chains. Produce a common strategy for supply chain
adjustments and critical imports to increase UK/EU battery sourcing, as
required by the TCA rules of origin.

Reach an agreement on VAT cooperation and data sharing with the EU to
remove the requirement for UK (GB) companies to hire a fiscal intermediary
in the EU to conduct cross-border trade. This already exists for companies in
Norway, under the Norway-EU VAT cooperation accord.

Prioritise professional and regulatory bodies reaching balanced agreements
with their regulatory counterparts in the EU on mutual recognition of
professional qualifications. This should be underpinned by a new UK-EU
mutual recognition agreement on professional qualifications.

Ensure the Emissions Trading Schemes of the UK and the EU are formally
linked by an agreement. Develop bridging mechanisms, where required,
between January 2026 and the date such an agreement enters into force.
Linkage could be achieved through the legal basis provided for in the TCA.
This would mean CBAM would not apply on affected goods moving between
the UK and EU. It would provide certainty to boost investment potential in
the European neighbourhood for green technologies and energy, and avoid
new, unnecessary barriers to trade, including in Northern Ireland.

Extend the scope of the energy market access provisions, due to expire in
mid-2026, to have effect permanently. This would facilitate energy security
and investment continuity, across key cross-border energy supply and
trading sectors.

Develop a closer regulatory policy partnership to ensure better co-ordination
between the EU and UK across key sectors. Businesses must not face new
trade barriers through passive regulatory divergence, without appropriate
scrutiny and the ability to have their voices heard by policymakers.

Ensure the UK takes policy and legislative measures to make the strongest
case for renewal of the EU’s data adequacy decision in respect of the UK in
2025. This is needed so that data can continue to flow seamlessly between
both markets.



Section 5 Our Policy Recommendations

Medium Term

1. Engagement between the UK government and the European Commission
(and in the future, the proposed European Customs Agency) to develop
simpler guidance on customs, rules of origin and other key issues. This
should be consistently applied across all 27 EU member states and in the UK.
Joint guidance should be produced which is clear, practical, and accessible
for business in both the EU and UK.

2. Ensure the trusted trader arrangements, introduced from 2024 for inbound
Great Britain border control of goods, are as open and usable as possible
by importers of all sizes, and their suppliers. This should keep compliance
burdens, on animal and plant product controls, light touch.

3. UK should build upon the Product Regulation and Metrology Bill to facilitate
alignment of UK regulation with relevant primary, secondary and tertiary EU
decisions in the traded goods sectors. New UK regulations or decisions not
to regulate should be evaluated to check whether they increase net trade
costs for importers and exporters in the economic sectors concerned.

4. Boost capacity within the UK government, particularly the Department for
Business and Trade, the Cabinet Office and across other Departments to
comprehensively evaluate the impact on UK economic sectors of future
passive regulatory divergence with the EU.
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Section 5 Our Policy Recommendations

Longer-Term
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Consider the balance between reservations and market access for services.
This should take into account the economic priorities for both sides in a
global context, where services exports provide the greatest opportunity to
boost growth.

. Examine the case for a permanent Treaty-based commitment, with appropriate

enforceable obligations, on cross-border data flows. This would remove the
uncertainty of five yearly reviews of the data adequacy relationship.

. Deepen VAT cooperation and adopt common regulatory approaches.

Facilitate e-commerce and greater cross-border trade in goods, by cutting
cross-border VAT red tape. Produce a cost benefit analysis on a cross-EU-UK
framework for VAT on traded goods.

. Look afresh at whether adjustments to certain product-specific rules of origin

would be of mutual benefit to both the UK and the EU; for example in pan-
European supply and sourcing chains.

. Deepen provisions on digital trade and facilitate trade in green goods and

services, to ensure these can be traded in both directions at lower cost and
with fewer barriers on market access.

. Broaden the categories for cross-border labour mobility and increase the

qualifying days in each six-month period.

. Develop deeper regulatory cooperation on conformity assessment, chemicals

and technical barriers to trade. Where strong economic and business
arguments exist then trade volumes can be increased, and regulatory
compliance costs lowered.

. Consider the convincing case for the UK rejoining the Lugano Convention,

to allow businesses certainty on enforcement of civil and commercial
judgements in the UK and the EU.



SECTION 6
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Section 6 Conclusions

Four years of the TCA, together with aftershocks from the pandemic, the

war in Ukraine, and extreme inflationary pressures, have created powerful
economic headwinds for UK trade with the EU. There is conclusive evidence
that companies have withdrawn from exporting to our largest market because
of the regulatory compliance burden involved.

Trade with the EU accounts for 42% of all UK exports. Some of these headwinds
may yet prove cyclical, but others are now clearly structural in nature. They have
already led to changes in commercial behaviour and operations, particularly
around business mobility, labour market access, rules of origin and VAT. The
difficulties in using the TCA have not significantly improved for many firms as
the years have passed.

This should provide deep pause for thought by decision makers on both sides of
the Channel. Dissatisfaction about what is not in the TCA has remained strongly
felt among businesses. Businesses in many sectors have expressed frustration
with the growing list of non-tariff trade barriers adding to their costs. They have
concluded this is not what ‘free trade’ is meant to look like.

The real experiences of exporting companies we have presented here must lead
to a broader vision of how the TCA can be made to work more effectively. Firms
want to see action on customs, energy, business mobility, and VAT. This would
help generate more economic growth and tax revenues, needed by the UK and
EU alike. We have offered a range of policy options, which could be adopted
both before, and subsequent to, the review of the TCA’s operation in 2026.
They will be particularly relevant to any reset negotiations taking place in 2025
following the Leaders’ Summit in the spring.

We hope the UK government, EU member states and European Commission
will listen carefully to these ideas. They can ensure our trade and economic
relationship can be an engine for reinvigorated growth, exports, supply chains,
and competitiveness across our continent.

40



Section 1 The Key Parts of the TCA: How are the Trading Terms Working for Business?

REFERENCES

Vi.

Vii.

viii.

Xi.

Xii.

Xiii.

XiV.

XV.

XVi.

XVii.

XViii.

XiX.

XX.

Part of the UK Withdrawal Agreement from the EU.

See J Du et al, How Did Brexit Affect UK Trade? (2023) 18 Contemporary Social Science, vol 2,
pages 266-283. Accessed at https://doi.org/10.1080/21582041.2023.2192043 on 2 December 2004..

See J Du, G Messenger and O Shepotylo (2024), Enhancing the Brexit Deal: Exploring the Impact
of a UK-EU Veterinary Agreement on Agri-food Trade (Centre for Business Prosperity Research
Papers).

See Regulation (EC) No 1907/2006 accessed at https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:02006R1907-20221217 on 2 December 2024.

https://www.britishchambers.org.uk/news/2024/11/customs-procedures-still-holding-back-uk-
exports/ accessed on 2 December 2024.

Regulation (EU) 2023/956 accessed at https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:32023R0956 on 2 December 2024.

Regulation (EU) 2023/1115 accessed at https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:32023R1115 on 2 December 2024.

Directive (EU) 2024/1760 accessed at https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=0J:L_202401760 on 2 December 2024.

See https://www.gov.uk/government/news/easement-of-import-checks-on-medium-risk-fruit-and-
veg-extended#:~:text=The%20government%20has%20today%20(13,associated%20fees%20until%20
this%20date. Accessed on 2 December 2024,

See https://www.gov.uk/government/publications/preparing-for-the-new-safety-and-security-
declaration-requirements accessed on 2 December 2024.

Cumulation is the concept whereby content which is not wholly obtained or transformed from the
parties to a bilateral or plurilateral trade agreement may be included as qualifying content for the
purpose of product specific rules of origin. It can apply in several forms, including diagonal or full
cumulation with other trading partners. The UK negotiated extended cumulation provisions on EU
content in its continuity rollover trade deals with Canada and South Korea around the expiry of the
Brexit transition period.

See https://taxation-customs.ec.europa.eu/customs-4/international-affairs/pan-euro-mediterranean-
cumulation-and-pem-convention_en accessed on 2 December 2024.

See https://www.gov.uk/government/news/tariffs-on-electric-vehicles-avoided-as-uk-and-eu-
extend-trade-rules#:~:text=Press%20release-,Tariffs%200n%20electric%20vehicles%20avoided%20
as%20UK%20and%20EU%20extend,today%20(Thursday%2021%20December) accessed on 2
December 2024.

See https://assets.publishing.service.gov.uk/media/6711176c386bf0964853d747/industrial-strategy-
green-paper.pdf accessed on 2 December 2024.

See https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13316-Revision-of-the-
Union-Customs-Code_en accessed on 2 December 2024.

See https://taxation-customs.ec.europa.eu/customs-4/customs-security/import-control-system-2-
ics2-0_en accessed on 2 December 2024.

See eg. on application of rules on Authorised Economic Operators in this EU Court of Auditors
report accessed at https:/www.eca.europa.eu/en/publications/SR-2023-13 on 2 December 2024.

https://taxation-customs.ec.europa.eu/customs-4/eu-customs-reform_en accessed on 2 December
2024.

See https://www.gov.uk/guidance/common-user-charge-rates-and-eligibility accessed on 2
December 2024.

See J Du et al (2023), supra.

britishchambers.org.uk The Trade and Cooperation Agreement Four Years On 41



XXi.

XXii.

xXiii.

XXIV.

XXV.

XXVI.

XXVil.

XXVili.

XXiX.

XXX.

XXXI.
XXXIl.
XXXiii.
XXXIV.

XXXV.

XXXVi.

XXXVil.

XXXViil,

XXXiX.

xl.

xli.

xlii.

42

See M Gasiorek et al, The Challenges Facing UK Firms: Trade and Supply Chains (UKTPO, 2023)
drawing upon BCC research accessed at https:/blogs.sussex.ac.uk/uktpo/files/2023/03/73-final.pdf
on 2 December 2024.
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13186-VAT-in-the-digital-
age/public-consultation_en accessed on 2 December 2024.
https:/www.britishchambers.org.uk/news/2018/08/bcc-comments-on-brexit-notices-a-start-but-
businesses-need-more-detail accessed on 2 December 2024.

See Annexes 21-22 of the Trade and Cooperation Agreement and this explainer at https://
trade.ec.europa.eu/access-to-markets/en/content/eu-uk-trade-and-cooperation-
agreement#:~:text=The%20EU%2DUK%20Trade%20and%20Cooperation%20Agreement%20
(TCA)Y%20provides,computer%2Drelated%20and%20digital%20services%2C accessed on 2
December 2024.

See eg. https:/minister.homeaffairs.gov.au/AndrewGiles/Pages/changes-to-working-holiday-maker-
and-uk-youth-mobility-scheme.aspx accessed on 2 December 2024.

See https://ec.europa.eu/commission/presscorner/detail/en/ip_24_2105 accessed on 2 December
2024.

See https://www.gov.uk/government/news/uk-government-announces-extension-of-ce-mark-
recognition-for-businesses, supra.

See https://www.gov.uk/guidance/construction-products-regulation-in-great-britain accessed on 2
December 2024.

See https://www.gov.uk/government/consultations/consultation-on-medical-devices-regulations-
routes-to-market-and-in-vitro-diagnostic-devices accessed on 2 December 2024.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/
file/1038660/20211206-reach-letter-chemicals-industry.pdf accessed on 2 December 2024.

See https:/www.daera-ni.gov.uk/articles/reach-regulation accessed on 2 December 2024.

See https://assets.publishing.service.gov.uk/media/5a8203daed915d74e3401461/The_exchange_
and_protection_of_personal_data.pdf accessed on 2 December 2024.

Article 45 (1), GDPR.
Directive (EU) 2016/680.
See https://bills.parliament.uk/publications/56527/documents/5211 accessed on 2 December 2024.

See https://www.gov.uk/government/collections/the-windsor-framework-further-detail-and-
publications accessed on 2 December 2024.

Regulation (EU) 2023/988 accessed at https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:32023R0988 on 2 December 2024.

See https://www.gov.uk/government/collections/financial-services-the-edinburgh-reforms accessed
on 2 December 2024

See https://ec.europa.eu/commission/presscorner/detail/en/ganda_21 645 accessed on 2 December
2024.

Regulation (EU) 2023/1781 - see https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:32023R1781 accessed on 2 December 2024,

See https:/www.consilium.europa.eu/en/press/press-releases/2023/10/23/trade-council-adopts-a-
regulation-to-protect-the-eu-from-third-country-economic-coercion/ accessed at 2 December 2024.

See https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal_
en accessed on 2 December 2024.



xliii.

xliv.

xlv.

xlvi.

xlvii.

xIviii.

xlix.

liv.

*k

Section 1 The Key Parts of the TCA: How are the Trading Terms Working for Business?

https://climate.ec.europa.eu/eu-action/eu-emissions-trading-system-eu-ets/free-allocation/carbon-
leakage_en#:~:text=Carbon%20leakage%20refers%20to%20the,increase%20in%20their%20total%20
emissions accessed on 2 December 2024.

https://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en accessed on 2
December 2024.

See Commission Implementing Regulation (EU) 2023/1773 at https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32023R1773 accessed on 2 December 2024.

See https://taxation-customs.ec.europa.eu/system/files/2023-11/CBAM%20Guidance_non-EU%20
231M21%20for%20web_O.pdf accessed on 2 December 2024.

See https://taxation-customs.ec.europa.eu/document/download/013fa763-5dce-4726-a204-
69fecO4d5ce2_en accessed on 2 December 2024,

In terms of Annexes 2 and 3 of the Windsor Framework.

See https:/www.gov.uk/government/consultations/addressing-carbon-leakage-risk-to-support-
decarbonisation accessed on 2 December 2024.

See https://assets.publishing.service.gov.uk/media/672a00dfabb279b2dele8b8a/_
Updated___4038_-_Introduction_of_a_UK_Carbon_Border_Adjustment_Mechanism_from_
January_2027_-_Government_response_to_the_policy_design_consultation.pdf accessed on 2
December 2024.

See https://citp.ac.uk/publications/the-economic-significance-of-the-eu-cbam-in-the-uk accessed
on 2 December 2024.

| Garcia Bercero, A trade policy framework for the European Union-United Kingdom reset (2024,
Bruegel) accessed at https:/www.bruegel.org/policy-brief/trade-policy-framework-european-union-
united-kingdom-reset on 2 December 2024.

Article 392 (6), Trade and Cooperation Agreement.

Regulation (EU) 2023/1115.

This where online platforms or marketplaces facilitating the supply of goods are in certain
circumstances under VAT rules deemed to have supplied the goods themselves.

See https://taxation-customs.ec.europa.eu/document/download/c976dcae-6434-40f8-98ff-
2044db2e65ed_en?filename=TAXUD_7948663_23%20ADD.1_en_Annex.pdf accessed on 16
December 2024.

See https:/www.cer.org.uk/insights/gap-between-brexit-reset-rhetoric-and-reality accessed on 16
December 2024.

43



British British Chambers of Commerce | 65 Petty France, London, SW1H 9EU
Chambers of britishchambers.org.uk | @britishchambers | 020 7654 5800
" B Commerce

British Chambers of Commerce is a Company Limited by Guarantee, registered in England and Wales No. 9635.

Designed by iloveclive.co.uk




