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THE EUROPEAN UNION AND THE UK GOVERNMENT 
 
SUBMISSION FROM PROFRESSOR CHRISTOPHER GREY 

 
Preamble 
 
I am Professor of Organization Studies in the School of Business and Management at 
Royal Holloway, University of London, having previously held Professorships in the 
same subject at Warwick Business School, University of Warwick and the Judge 
Business School, University of Cambridge, where I was also a Fellow of Wolfson 
College. I have also been a Visiting Professor at Université Paris-Dauphine, France 
and at Copenhagen Business School, Denmark. I am a Fellow of the Academy of 
Social Sciences. I have researched the interface of business and politics for over 30 
years and for the last four years have analysed Brexit, especially in relation to its trade 
and business implications. 
 
I am delighted to give evidence to the Committee and sorry that circumstances 
preclude me from doing so in person. You have asked me to address a series of 
questions/issues, which are shown below in italics followed by my responses. 
 
Extending the transition period 
 

• Views on whether the UK government should request an extension to the 
transition period; 

• Your reasons why an extension to transition is or is not required; 
• If you believe an extension to transition is required, how long such an extension 

should be for (one or two years). 
 
RESPONSE: My view is that an extension to the transition period (TP) is vital, although 
it need not necessarily take the form of the UK request. The Withdrawal Agreement 
(WA) would allow it to be agreed by the Joint Committee without publicly having been 
initiated by either side. This is an important and often overlooked point, which might 
be significant in terms of UK domestic politics. 
 
Before coming to my reasons why an extension is needed, I will very briefly review the 
main arguments made by government ministers and others against such an extension. 
 
Reason not to extend Assessment 
It would be tantamount to thwarting Brexit/ 
the Referendum result. 

This is plainly false. Brexit has happened and the 
referendum result has been upheld. The issue 
now is how to deliver it in the most orderly and 
beneficial manner possible. 

The current date for the end of the TP is 
‘enshrined’ in British law. 

Parliament can amend the legislation. 
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It would mean following EU state aid rules 
which would hinder dealing with economic 
effects of CV-19 

It is unclear what, concretely, the UK would want 
to do that state aid rules preclude. In any case, 
the EU has shown its willingness to relax state aid 
rules for CV-19 

It would mean paying to support EU CV- 
19 recovery and/or the Euro. 

Under the WA, the UK contribution in extension 
would be a matter of negotiation. The EU show no 
expectation of seeking CV-19 funds from UK. 
The UK already has no obligations to support the 
Euro. 

It would mean paying money to the EU 
which would be better spent on the NHS. 

The cost of ending the TP with no deal or a 
minimal deal would be much greater than these 
contributions 

It would mean obeying EU laws which 
would hamper tackling the CV-19 crisis. 

It has never been specified which EU laws would 
have this effect. Health policy is not, mainly, an 
EU 
competence. 

It would prolong business uncertainty. Businesses are not in general against extension, 
and logistics and haulage bodies have already 
called for it. Business certainty in these particular 
circumstances would not necessarily be good for 
the UK economy, jobs and taxes if the certainty 
was of a less propitious trading environment. 
Instead, it would be likely to lead to relocations 
and/or diverted investment. 

The EU always blinks at the last moment, 
as it did over the revised WA, so no 
extension is needed 

This may apply to intra-EU summits, but there’s 
no evidence of it in 3rd country negotiations. The 
revised WA was possible as it moved back to the 
previously accepted Irish Sea border plan. It is a 
very risky strategy, as by the time the last moment 
arrives (December) it will be too late for an 
extension. One immediate consequence of taking 
such a risk would be the likely adverse impact on 
the value of sterling. 
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It is also worth mentioning that the EU would not necessarily welcome an extension, 
mainly because it would mean overlapping the transition period with the 5-year budget 
cycle and also because it would mean Brexit rumbling on when the EU has other 
priorities. However, my understanding is that the overwhelming consensus of opinion 
is that the EU would agree to extension if the UK were amenable. 
 
WHY EXTENSION IS REQUIRED 
 
An extension is required, firstly, because the TP was already very short to complete 
trade negotiations. Most trade experts thought it impossibly short. A persistent 
misnomer is that a trade deal with the EU would be quicker than a normal deal because 
– unlike a normal trade negotiation - tariffs and quotas are already set at zero and 
regulations are already converged. This is a misnomer precisely because it isn’t a 
normal trade negotiation in that its aim is to worsen terms of trade and to create 
conditions for divergence rather than convergence. 
 
The implications of this are two-fold. One is that in a normal trade negotiation a major 
factor that slows them down is discussions with domestic businesses/ business groups 
seeking to be excluded from the agreement (e.g. for fear of losing existing tariff 
protections). In the Brexit case such discussions still need to occur but, more likely, 
with businesses/ business groups lobbying for inclusion in the agreement so as to 
protect existing EU market access. The second implication is that a major negotiating 
task is to agree the extent to which future regulatory alignment is to be secured (the 
current EU aim) or avoided (the current UK aim). Current regulatory alignment is 
irrelevant to this task. 
 
Other trade experts thought the original time period might be just about possible, 
especially to achieve only a minimal or ‘bare bones’ deal. The latter means, probably, 
one in which most but not all tariffs and quotas were removed. However, even this 
would not be straightforward and would not (as some think) mean the EU dropping the 
Level Playing Field (LPF) Conditions which the UK objects to. Moreover some argue 
that a more minimal deal could actually take longer, since it would require line-by-line 
negotiation of which tariffs were to be set to zero and which not. 
 
In the event, the unforeseen disruption caused by CV-19 has reduced and probably 
destroyed even the small possibility of doing any meaningful trade deal by December 
(let alone ratifying it). Several rounds of planned negotiation have already been 
missed, key personnel on both sides have been ill, and videoconferencing is a poor 
substitute for face-to-face meetings for matters of this complexity. It must also be borne 
in mind that, as was also the case with the Article 50 negotiations, chunks of time are 
unavailable or semi-available for logistical and political reasons (summer holidays, the 
UK Party Conference season etc). So even in the most propitious of circumstances 
there is very little negotiating time left. These are not the most propitious of 
circumstances, and given the demands of CV-19 neither the UK nor the EU have the 
necessary governmental bandwidth to meet the original negotiating timetable. 
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TRADE NEGOTIATIONS ARE NOT THE MOST IMPORTANT REASON FOR 
EXTENSION 
 
However, in my judgment, the trade negotiations timetable is not the only, and actually 
not even the most important, issue here. More significant is that of business 
preparedness, whether or not there is a Free Trade Agreement (FTA). The adaptations 
to supply chains and to customs formalities needed will be formidable and on customs, 
in particular, there is a very serious shortage of expertise both as regards business 
compliance and HMRC enforcement/ port facilities. This would have been so in any 
case, but businesses have been, and will continue for some time to be, fully 
preoccupied with the severe disruptions caused by CV-19. The situation will be 
especially acute for SMEs which lack the resources of larger firms. 
 
As someone whose academic specialism is the study of organizations, I am bound the 
say to the Committee that in my professional judgment it would be an act of 
irresponsibility to inflict the additional burdens of ending the TP - with or without an 
FTA – on businesses (and other organizations) which are already undergoing the most 
challenging circumstances encountered since the Second World War. 
 
Additional to this, although somewhat related, is the issue of regulatory preparedness. 
The stated approach of the UK government is to exit all forms of EU regulation by the 
end of the TP, and to replace these with domestic regulatory bodies. The governmental 
and business effort needed to do this will be massive and complex in both legislative 
and operational terms. Whilst in some areas (e.g. nuclear safeguarding) this work is 
well-advanced and should not present any problem, to the best of my knowledge this 
is not true in most areas, and industries such as chemicals (replacing REACH) or 
aviation (replacing EASA) will be especially vulnerable as they are significantly 
dependent upon EU licensing/ regulatory systems. Again, this will be especially true 
for sectors hard-hit by CV-19, with aviation being a prime example of the overlap 
between those and the sectors most vulnerable as regards regulatory preparedness. 
 
It should also be borne in mind that trade, business and regulation are not the only 
relevant matters here. Though this is not an area where I have specific expertise, 
agreements in relation to e.g. security, policing and judicial cooperation are also 
needed by the end of the TP. 
 
LENGTH OF EXTENSION 
 
Here the crucial point is that under the terms of the WA there can only be a single 
extension. It is not the same situation as with extending the Article 50 negotiating 
period. Even if CV-19 is ‘over and done with’ by the end of the current TP, a one year 
extension might well not be sufficient but, in fact, we do not know – and are not likely 
to know by the end of June 2020, when the decision on extension has to be made – 
how long CV-19 will continue to impact. I  have no expertise in that area, but media 
reports about the possibility of developing and distributing a vaccine suggest that the 
impact could last well into 2022, if not longer. Prudence would therefore suggest 
seeking the maximum extension of 2 years. If it turns out not to be needed then it need 
not be used, but it seems likely that even this maximum period may not be enough – 
still, it is the most available and should be sought as a precaution. 
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The only merit in a shorter extension would (arguably) be a purely political one rather 
than an operational, commercial or technical one. 
 
Leaving transition with a deal 
 

• Whether you believe a deal will be agreed between the UK government and the 
EU by the end of 2020; 

• Given the EU negotiating mandate and the UK government’s negotiating 
priorities as set out in The UK’s Approach to Negotiations, what an agreement 
might look like; 

• Which sectors and policy areas you believe need to be covered by any deal. 
• Any areas that you believe won’t be or don’t need to be covered by a deal. 

 
RESPONSE: This partly depends on what is meant by “a deal”. It is clear that the EU 
and the UK government now have fundamentally different versions of what, in 
schematic terms, this looks like. For the EU, the clear preference is, indeed, for “a 
deal” – that is, a single and definitive agreement wrapped inside an overall governance 
framework for monitoring and enforcement (akin to an ‘Association Agreement’). The 
UK government’s position since the publication of the February 2020 negotiating 
approach document seems to envisage a ‘series of deals’ on a range of issues, based 
upon precedents from a variety of third country arrangements that the EU has entered 
into (e.g. with New Zealand as regards veterinary inspections, Japan as regards 
financial services regulation etc). Some of these might be done even if there were no 
single, over-arching deal. This approach seems to derive partly from an earlier (pre-
WA) idea of ‘managed no deal’, whereby if no WA was reached there would 
nevertheless be a series of side deals. 
 
These approaches are fundamentally irreconcilable and so, as things stand, it is 
difficult to envisage a deal (or deals) being made on this basis. The EU position as 
regards ‘managed no deal’ was, and I think would continue to be, that it would put in 
place a series of temporary ad hoc mitigations (e.g. on air travel) which would reduce 
the damage caused to the EU and which might, to an extent, but only coincidentally, 
reduce damage to the UK. 
 
Otherwise, one or other of the sides is going to have change stance on the overall 
shape of the agreement. If it is the UK, then the question of sectors and policy areas 
to be covered largely disappears as what would be in prospect would be an over-
arching deal covering all or most of these (as per earlier comments, though, it is very 
hard to see that this could be achieved by the end of 2020). If the EU changes stance, 
and accepts a series of mini-deals then, as a minimum, it and the UK would require a 
satisfactory deal on fisheries. Since this is perhaps the most contentious area for both 
sides (for reasons of political symbolism more than economics) it is also the hardest 
to envisage agreement on. The other priority area for both parties would be security 
(where the UK has substantial capabilities). 
 
SOVEREIGN EQUALS AND THIRD COUNTRY PRECEDENTS 
 
There is a serious problem with the UK’s negotiating approach as set out in the 
February 2020 ‘approaches’ document and subsequently reiterated in his ‘Brussels 
speech’ by David Frost, the UK’s chief negotiator, and others. This approach entails 
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that any and every agreement that the EU has with third countries is, or should be, 
available to the UK since their existence creates a ‘precedent’ for such availability. 
However, there are no ‘rules’ about this nor is the quasi-legal concept of precedent 
meaningful here. In fact, all FTAs are different to some degree. What is negotiated 
always depends on context (e.g. Economic or geographical specificities). It is 
sometimes suggested that ‘the Barnier Staircase’, showing a Canadian flag as an 
achievable outcome implies the availability of a Canada-model deal (see below) but 
the diagram also shows the South Korean flag. The implication is that an FTA is 
available but not that there is a single model for this. 
 
The fact that the UK is a ‘sovereign equal’ of the EU, as emphasised in recent 
government statements, is true, but also irrelevant. In international relations generally, 
and trade negotiations particularly, abstract political theory does not matter much. 
Realpolitik does. The issue is not one of ‘precedents’ but whether a deal can, in any 
particular circumstances, be done. In this regard, taken literally, the UK insistence on 
inalienable (and therefore non- negotiable) rights of national sovereignty effectively 
sets up the negotiations to fail. Incidentally, the same would be true if the UK were to 
take that approach in non-EU trade negotiations (e.g. with the US) and would even be 
true in relation to trading ‘on WTO terms’ (see below) as this, too, entails a diminution 
of theoretical sovereignty. 
 
It should also be questioned whether the UK rejection of an Association Agreement 
(AA) type arrangement is well-founded. The objection appears to be that this is 
something for countries aspiring to become EU members, rather than a country which 
has left. Yet whilst this has been so, there is no reason why an AA could not serve the 
UK well. Clearly there is no template for a departing member (the Greenland case is 
so limited it can hardly serve) but adapting the AA approach (sometimes called the 
‘Ukraine model’) would provide a single, unified re-definition of UK-EU relations. The 
danger for the UK – apart from that of there being no deal at all – of a more piecemeal 
approach is that there will be years of endless negotiations about this or that aspect 
of the relationship. An AA could provide a means of ‘putting Brexit behind us’. The only 
objection would be the purely doctrinaire one that in the Ukraine model the ECJ has a 
backdoor role, but to object to that on grounds of ‘sovereignty’ if the alternative is 
‘subjection’ to WTO terms would seem highly perverse. 
 
CONFUSIONS OVER THE ‘CANADA MODEL’ 
 
On the other hand, it is also necessary to question the UK’s preferred option of a 
‘Canada-style’ FTA. I will leave aside issues of services trade and of Non-Tariff 
Barriers (which are discussed below). Instead, I want to make the point that, until very 
recently, such an FTA was described by government ministers as a ‘best in class’ deal, 
with zero tariffs and quotas, but is now being described (for example by the Chancellor 
of the Duchy of Lancaster in his recent appearance before the House of Lords EU 
Committee) as a kind of compromise deal entailing some tariffs, but, for that reason, 
avoiding EU LPF demands. 
 
There appears to be considerable confusion here. The EU-Canada deal (CETA) is not 
a completely zero tariffs deal and so in that sense making it the (revised) aim of UK 
negotiations does not represent any compromise with what was previously described 



CTEEA/S5/20/12/1 

 
 

as a ‘best in class’ deal. Moreover, CETA does have some LPF conditions, so 
‘downgrading’ the UK aim to CETA does not obviate the need for these. 
 
In any case, the LPF conditions the EU seeks from the UK for a Canada-style deal are 
greater than those required from Canada because of the geographical proximity and 
historical inter- connectedness of the UK and the EU (in this sense, not only do 
precedents not matter, they do not even exist). Thus it is important to understand that 
if the Canada model has been re-badged to imply that it is a low, or compromise, ask 
from the UK which makes the EU demand for LPF redundant then that is mistaken as, 
in fact, it is neither of those things. 
 
Leaving transition with no free trade agreement in place 
 

• The likelihood of leaving transition without a trade agreement in place; 
• What would be likely to happen in terms of the negotiations and to UK-EU 

relations after the end of the transition period if there is no free trade agreement 
in place; 

• The UK’s preparedness for leaving the transition period at the end of 2020 
without a free trade agreement in place. 

 
RESPONSE: The answer to this is clearly bound up with the previous set of questions. 
However, more specifically on trade, it is difficult to see how the current UK and EU 
positions on LPF conditions can be reconciled. So, again, if neither side changes 
position then no FTA will be made. The statements and reports following the third, 
most recent, round of negotiations which concluded on 15th May 2020 suggest that 
the two sides are, if anything, diverging rather than converging. There are a huge 
number of uncertainties, so prediction is difficult, but my current judgment is that it is 
more likely than not that the UK will leave without a trade agreement in the sense of a 
fully-fledged FTA. 
 
PREPAREDNESS: WHAT IS AT STAKE? 
 
If no FTA is made, this would mean the imposition of tariffs and quotas on goods trade 
in both directions between the UK and the EU. However it is crucial to realise that, with 
or without an FTA, the core issue of Non-Tariff Barriers (NTBs) to goods trade and 
especially to services trade will be highly problematic for UK businesses. There has 
sometimes been a failure in political debate to understand that the European Single 
Market is not a Free Trade Area and nor can its provisions be replicated by an FTA. 
That is because the Single Market does not just remove tariffs but also (aspirationally) 
NTBs on both goods and services trade. 
 
Crucially, this means having a common framework for setting and enforcing 
regulations which by definition entails trans-national governance. This is ruled out by 
the UK government’s view of sovereignty and ‘sovereign equals’. The economic price 
to be paid for that is profound, especially for services trade, which is crucial to the UK 
economy and in which the UK has a surplus with the EU. 
 
In some discussions, this argument has been flipped round to claim that, in that case, 
there is not very much difference between having an FTA or not (i.e. because, at all 
events, it would do little more than remove some or all goods tariffs and quotas). On 
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this argument, having no trade deal does not matter very much. However it should not 
be forgotten that even this relatively minimal difference is, for firms engaged in 
international goods trade and their customers (who will ultimately bear the cost of 
tariffs), a highly significant one. So the damage to UK services trade that is inevitable 
in all scenarios would be added to by additional damage to goods trade. 
 
It is also sometimes said that the only firms affected by goods tariffs and quotas on 
UK-EU trade are those which actually engage in such trade themselves. However, it 
should be remembered that there is also a knock-on effect to businesses which, whilst 
they may not themselves be engaged in international trade, or trade with the EU, are 
nevertheless upstream or downstream in the supply chains of such firms. The ripple 
effects of tariffs on these businesses are considerable. 
 
PREPAREDNESS: WTO TERMS 
 
In the event of there being no trade deal, the oft-quoted idea of trading on ‘WTO terms’ 
is not a satisfactory solution. These, the most basic or entry-level terms of trade, would, 
by definition, introduce (in some cases substantial) new costs to business to an even 
greater degree than those already entailed by moving from single market membership 
to an FTA. 
 
It is a misnomer that ‘WTO terms’ – alone – are the basis for most of the UK’s non-EU 
trade, and so would be perfectly adequate for trade with the EU. In fact, this is mostly 
undertaken either under the aegis of EU FTAs – some but not all of which have been/ 
will be ‘rolled over’, and then not necessarily on such advantageous terms - or via 
agreements such as those the EU has with the US and China, which, whilst not 
amounting to an FTA, are nevertheless augmentations of basic WTO terms. In other 
words, even to trade with EU on the same terms as the UK currently trades with the 
rest of the world would still require a deal, or deals, of some sort between the UK and 
the EU. 
 
Even leaving all this aside, the idea that trading with the EU on basic WTO terms is 
desirable is contradicted by the government’s own desire to undertake FTAs with non-
EU countries. If basic WTO terms were adequate for trade with those countries, then 
there would be no need to seek such FTAs. If basic WTO terms are not deemed 
adequate for trade with those countries it is contradictory to think that they would be 
adequate for (the much higher volume of) trade with the EU. 
 
Finally, it should be noted that the WTO itself, as a stable source of international trade 
rules, is somewhat under threat, and arguably in crisis, for various reasons, most 
notably the hostility of the current US Administration. And, it need hardly be said, the 
WTO does not provide a framework for any of the non-trade matters that need to be 
agreed between the UK and the EU. 
 
PREPAREDNESS: HUMAN RESOURCES/ IMMIGRATION 
 
Apart from having to deal with tariff and non-tariff issues, many UK businesses and 
other organizations are highly unprepared to exit the TP at the end of 2020, whether 
or not an FTA is in place, as regards human resources. Staff shortages in agriculture 
and food processing, as well as in public services including the NHS, are already 
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apparent as a result of the vote for Brexit (i.e. for both economic reasons in terms of 
the value of sterling and for cultural reasons in terms of feeling unwelcome). There is 
no good evidence that domestic labour can make up this shortfall. 
 
Moreover, many UK services businesses operating within the EU rely upon freedom 
of movement to do so. This is also the case for ‘Mode 5’ services (i.e. services 
embedded in goods e.g. maintenance contracts), and in this sense the good-services 
distinction is somewhat (and arguably increasingly) redundant. 
 
Government immigration policy might be able to address these problems, but it is 
important to note that any such policy will inevitably be far less flexible than that of 
freedom of movement. 
 
Whilst I have said that these issues will exist with or without a trade deal, they would 
be likely to be worse without since it is probable that a deal would include some 
measures to ease restrictions on, for example, UK firms deploying personnel within 
the EU. 
 
PREPAREDNESS: TIMING ISSUES 
 
A final point to make on UK preparedness to leave without a trade deal in place is this. 
It has been said by some government ministers that businesses have had since June 
2016 to prepare for Brexit. This is deeply misleading for several reasons. The Vote 
Leave campaign actually promised that future terms would be negotiated prior to 
beginning the legal exit process. This of course was legally impossible and did not 
happen. Even so, businesses (and the public) were repeatedly told that a deal would 
be made, and indeed would be easy to make. 
 
So it is unreasonable to expect them to have prepared for leaving without deal. Whilst 
some will have made some preparations at the time of the earlier no-deal (i.e. no WA) 
scenario, these were limited by the lack of information about what was entailed and 
reviving them during the ongoing CV-19 crisis will be extremely difficult. Again, as 
noted above, this is especially so for SMEs, who were also the businesses least well 
prepared for the previous no-deal scenario. 
 
FUTURE UK-EU RELATIONS 
 
I have skipped over the question of what UK-EU relations would be like if the TP ends 
with no FTA as this is outside of my area of expertise. However, common sense would 
suggest that such a scenario would be one of antagonism and, in particular, one might 
expect the already fractious issues about the implementation of the Northern Ireland 
Protocol of the WA to intensify. The political and security implications of this could be 
very considerable. 
 
I would assume that some form of negotiation over trade would continue. However, I 
should stress that even a short period in which the UK was trading with the EU on 
basic WTO terms and also without workable substitutes for EU regulatory bodies 
would have a major and deleterious effect on many businesses and, in turn, on the tax 
base and employment. 
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The macro-economic forecasts which project the impact of ‘no deal’ on GDP confirm 
this, but their abstract quality perhaps makes it easy to forget that what underlies them 
is the concrete practical effect on individual businesses, whether small and large, and 
whether or not they directly engage in trade with the EU. If this unfolds on top of the 
very substantial damage and disruption of CV-19 then I would anticipate that the 
business consequences – and their knock- on social effects – would be extremely 
harsh. 
 
I would be more than happy to elaborate on my responses should that be of value to 
the Committee. 
 
Professor Christopher Grey BA (Econ), PhD, FacSS Royal Holloway, University of 
London 
 
May 18th 2020 
 


