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Implications of the Brexit Vote for the CETA
Accord i ng  to  Canada 's In te rna t i ona l  T rade  M i n i ste r,  Chryst i a  Free l and ,  he r European  coun te rpa rts a re  h i gh l y m o t i va ted  am i dst  the  fa l l  ou t  o f  the  Un i ted
Ki ngdom 's (UK) vo te  to  l eave  the  European  Un i on  (EU) to  dem onstra te  tha t  the  EU i s a  si gn i f i can t  p l aye r on  the  i n te rna t i ona l  stage ,  wi th  o r wi thou t  the
UK. T he  si gn i ng  and  ra t i f i ca t i on  o f  the  Com prehensi ve  Econom i c and  T rade  Agreem ent (CETA) rep resen ts an  opportun i ty to  p rove  i t .  In  a  recen t
i n te rvi ew wi th  The  Gl obe  and  Ma i l,  she  i s quo ted  as sta t i ng :  " I f  anyth i ng ,  the  po l i t i ca l  m om entum  fo r the  CETA i s even  stronger than  i t  was be fo re
because  the  EU i s ve ry de te rm i ned  to  show i t 's ab l e  to  m ove  fo rward ."  In  sho rt ,  M i n i ste r Free l and  i s o ffe ri ng  assu rances to  Canad i ans tha t  wi th  the  CETA
havi ng  taken  on  i m portan t  po l i t i ca l  si gn i f i cance  i n  the  face  o f  the  Brexi t  vo te ,  i t  wi l l  be  si gned  i n  the  fa l l  and  ra t i f i ed  next  yea r,  as p l anned .

Easi e r sa i d  than  done?  No  doub t .

Wh i l e  the  u l t i m a te  goa l  o f  a  Canada-EU trade  ag reem ent com i ng  to  f ru i t i on  wi l l  l i ke l y st i l l  occu r,  rea l i st i ca l l y,  com p l i ca t i ons caused  by the  Brexi t  vo te
m ay si gn i f i can t l y de l ay the  p rocess o f  i ts i m p l em enta t i on .

T he  Brexi t  re fe rendum  quest i on  i s answered .  Bu t ,  i t  has crea ted  a  host  o f  o the rs.  Uncerta i n ty abounds.

What i s the  CETA to  Canada  wi thou t  the  UK? And  where  exact l y wi l l  the  UK, the  European  Un i on 's num ber two  econom y and  Canada 's l a rgest  t rad i ng
partne r,  u l t i m a te l y be  l and i ng  i n  a l l  o f  th i s?  I t  appears m any i n  Bri ta i n  a re  cu rren t l y hop i ng  fo r u top i a :  tha t  Bri ta i n  can  l eave  the  EU bu t  stay i n  the
si ng l e  m arke t  wi th  a l l  the  bene f i ts tha t  f l ow f rom  tha t .  Wi th  a  "#BRENT RY"  hash tag  cam pa i gn  on  Twi t te r i n  fu l l  fo rce  and  a  m assi ve  em a i l  pe t i t i on  to
Bri t i sh  M em bers o f  Parl i am en t,  th i s seem s a  popu l a r co l l ect i ve  wi sh .  Whe the r such  a  resu l t  i s rea l i st i c i s a  l i ve  i ssue ,  wi th  m ore  quest i ons than  answers
on  the  way fo rward  fo r CETA and  Canada 's i n te rna t i ona l  t rad i ng  re l a t i onsh i ps wi th  the  EU and  the  UK.

Potential Complicat ions for the CETA

Gi ven  the  cu rren t  f l ux and  m yri ad  i n te rests and  dynam i cs,  we  fo resee  tha t  CETA com p l i ca t i ons cou l d  a ri se  i n  th ree  a reas.

1 .  A CETA Wi thou t  the  UK i s no t  the  Sam e CETA fo r Canada

Wi th  the  Brexi t  vo te ,  Canada  i s posed  wi th  a  si tua t i on  where  a  cri t i ca l l y i m portan t  com ponen t o f  the  EU econom y, nam e l y the  UK, wi l l  no  l onger be
covered  by CETA. Canada  nego t i a ted  and  ag reed  to  the  te rm s o f  CETA on  the  p rem i se  tha t  the  ag reem ent i ncl uded  the  UK. Wi th  the  Brexi t ,  Canada
has been  p l aced  i n  a  posi t i on  where  i t  m ust  consi de r whe the r the  “ba l ance  o f  concessi ons” f rom  the  nego t i a t i ons has changed  enough  to  m ake  i t
necessary to  m od i fy the  ag reem ent.

A t  the i r co re ,  t rade  ag reem ents re f l ect  the  ba l ance  o f  the  g i ve -and-take  be tween  the  nego t i a t i ng  coun tri es.  In  the  con text  o f  CETA, Canada  ag reed  to
open  access to  i ts m arke t  i n  re tu rn  fo r i m proved  access to  the  l a rge r EU m arke t .  Fo r exam p l e ,  Canada  e l i m i na ted  o r reduced  ta ri f fs on  m ost  p roducts,
g ran ted  i ncreased  access fo r da i ry p roducts,  and  ag reed  to  app l y ru l es to  p rovi nci a l  p rocu rem ents.  I f  the  UK does i n  fact  l eave  the  EU fo l l owi ng  the
Brexi t  vo te ,  the  num ber one  dest i na t i on  fo r Canad i an  exports to  the  EU i s no  l onger covered  by CETA. T h i s i s an  i ncred i b l y si gn i f i can t  l oss:  the  UK
accoun ts fo r approxi m a te l y 18% o f  the  to ta l  EU m arke t .

T he  quest i on  thus a ri ses:  Is Canada  now ge t t i ng  enough  fo r wha t  i t  gave  up?

T he  answer i s no t  an  easy one .  On  the  one  hand ,  Canada  was ve ry successfu l  i n  i ts nego t i a t i ons and  the  g i ve -and-take  tha t  was crysta l l i zed  when  the
UK was st i l l  a  go i ng  concern  wi th i n  the  EU con text  m i gh t  st i l l  be  accep tab l e .  However,  a  num ber o f  quest i ons a round  som e o f  the  ho tbed  i ssues i n  the
CETA nego t i a t i ons need  to  be  revi si ted  and  eva l ua ted  to  reconsi de r whe the r the  te rm s a re  st i l l  fa i r fo r Canada .  Fo r exam p l e ,  under the  CETA as
nego t i a ted  (envi si on i ng  the  UK as a  m em ber o f  the  EU),  Canada  ag reed  to  open  fo r the  EU a  new b i l a te ra l  quo ta  o f  17 ,700  tonnes o f  cheese  (16 ,000
tonnes o f  wh i ch  a re  fo r h i gh  qua l i ty cheeses and  1 ,700  tonnes fo r i ndustri a l  cheese).  M oreover,  800  tonnes o f  h i gh  qua l i ty cheese  a re  to  be  added
th rough  a  techn i ca l  ad j ustm en t to  the  EU port i on  o f  an  exi st i ng  Worl d  T rade  Organ i za t i on  Tari f f  Ra te  Quo ta  (T RQ).  T he  e ffect i ve  to ta l  i s thus se t  to  be
18 ,500  tonnes.  T h i s wi l l  m ore  than  doub l e  the  EU's export  o f  cheese  to  Canada .  T h i s wi l l  rep resen t  an  i ncrease  o f  EU cheese  exports i n to  Canada  o f
128% and  co rresponds to  m ore  than  4% o f  the  Canad i an  m arke t .

In  con tem p l a t i on  o f  the  UK's exi t  f rom  the  EU, shou l d  Canada  ag ree  to  con t i nue  to  a l l oca te  the  fu l l  18 ,500  m etri c tonnes to  the  EU and  then  nego t i a te
a  fu rthe r T RQ fo r the  UK? Or,  shou l d  i t  reduce  th i s am oun t to  l eave  som e open  fo r the  UK (fo r exam p l e ,  S t i l ton  b l ue  cheese) so  tha t  the  to ta l  vo l um e
fo r CETA and  the  UK stays the  sam e a t  the  con tem p l a ted  18 ,500  m etri c tonnes?  Other exam p l es o f  whe the r m od i f i ca t i ons to  EU access se t  ou t  i n  CETA
i ncl ude :  o ri g i n  quo tas (m ore  l i be ra l  ru l es o f  o ri g i n  tha t  app l y to  ce rta i n  vo l um es o f  ce rta i n  p roducts),  p rocessed  foods,  dog  and  ca t  food ,  f i sh  and
sea food ,  and  text i l es and  appare l .

T here  a re  a l so  EU quo tas tha t  app l y to  Canad i an  ou tbound  t rade ,  i ncl ud i ng  those  to  p rocessed  sh ri m p , f rozen  cod ,  whea t ,  swee tco rn ,  bee f  and  vea l ,
and  po rk.  Fo r these  quo tas the  sam e concerns a ri se  a l be i t  i n  respect  o f  accessi ng  the  UK and  EU m arke ts.  How wi l l  they be  d i vi ded  be tween  the  UK and
EU? I f  Canada  ag rees to  the  cu rren t  CETA text ,  wi l l  i t  have  to  nego t i a te  new access wi th  the  UK? Wou l d  the  EU agree  to  open i ng  i ts m arke t  to  the  sam e
exten t  g i ven  tha t  the  UK i s no  l onger the re?

De l ays i n  i m p l em enta t i on  m ay be  i nevi tab l e  i f  a  reba l anci ng  exe rci se  o f  the  g i ve -and-take  o f  the  CETA i s ca rri ed  ou t .  T here  has been  no  o ff i ci a l
announcem ent o f  Canada 's i n ten t i on  to  da te ,  a l though  an  unnam ed governm ent o ff i ci a l  o f  In te rna t i ona l  T rade  recen t l y quo ted  i n The  Gl obe  and
Ma i l  sta ted  tha t  Canada  does no t  wi sh  to  renego t i a te  the  CETA due  to  concerns i t  cou l d  p l ace  the  en t i re  t rea ty a t  ri sk.  Whe the r the  CETA wi l l  be  re -
opened  o r no t  rem a i ns l i ve ,  wi th  p ros and  cons i n  bo th  approaches.

2 .  T he  Loss o f  the  UK as a  CETA Advoca te

T he  UK has been  a  l ongstand i ng  p roponen t  o f  the  CETA. Wi th  the  UK now u l t i m a te l y posed  to  exi t  the  EU and  bow ou t  o f  CETA, i t  m ay p rove  m ore
d i ff i cu l t  to  ob ta i n  ra t i f i ca t i on  o f  the  ag reem ent by the  i nd i vi dua l  EU m em ber sta tes.  On  a  posi t i ve  no te ,  the  UK has undertaken  to  vo te  i n  favour o f
CETA as i t  wi l l  i n  a l l  l i ke l i hood  st i l l  be  pa rt  o f  the  EU when  the  vo te  occu rs as nego t i a t i ons fo r wi thd rawa l  wi l l  take  t i m e .

3 .  CETA One  o f  M any Com p l ex Issues Now Requ i ri ng  At ten t i on  f rom  EU and  UK

T he  vo te  by the  UK to  l eave  the  EU has resu l ted  i n  the  re l a t i onsh i ps be tween  the  EU, UK, Sco t l and  and  I re l and  com i ng  under d i scussi on .  Eng l and
vo ted  fo r Brexi t ,  vo t i ng  “Leave” by 53 .4%, as d i d  Wa l es,  vo t i ng  "Leave"  by 52 .5%. However,  Sco t l and  and  Northe rn  I re l and  bo th  backed  stayi ng  i n  the
EU. Sco t l and  backed  "Rem a i n "  by 62%, wh i l e  55 .8% i n  Northe rn  I re l and  vo ted  "Rem a i n " .



T hese  d i ve rgences m ean  tha t :  (i ) the re  i s uncerta i n ty as to  the  coverage  and  na tu re  o f  the  EU and  the re fo re  the  coverage  o f  the  CETA; and  (i i ) the  EU
and  the  UK have  m any com p l ex i ssues to  address as qu i ckl y as possi b l e .  I t  i s uncl ea r a t  th i s po i n t  whe the r the  CETA wi l l  be  g i ven  a  h i gh  enough
pri o ri ty to  ge t  the  necessary a t ten t i on  to  m ove  i t  fo rward  as schedu l ed .  I t  i s l i ke l y tha t  the  l eng th  o f  de l ay i n  m ovi ng  fo rward  wi th  the  CETA wi l l  depend
on  where  i t  stands on  the  l i st  o f  EU and  UK p ri o ri t i es.  T he  UK now f i nds i tse l f  i n  the  posi t i on  o f  havi ng  to  nego t i a te  new t rade  ag reem ents wi th  a l l  o f
the  coun tri es wi th  wh i ch  the  EU cu rren t l y has f ree  t rade  ag reem ents.  T he  CETA wi l l  be  one  o f  m any i n  the  m i x.  Rea l i st i ca l l y,  t rade  ag reem ent
nego t i a t i ons wi l l  l i ke l y ove rwhe l m  the  UK i n  the  short  te rm .

4 .  Ra t i fyi ng  and  Im p l em ent i ng  the  Agreem ent Now and  Sort i ng  i t  ou t  La te r

One  op t i on  i s fo r Canada  and  the  EU to  ra t i fy and  i m p l em ent the  ag reem ent now and  so rt  ou t  the  UK's exi t  f rom  the  EU a t  a  fu tu re  da te .  In  theory,  the
UK cou l d  i nhe ri t  the  p re -separa t i on  EU trea t i es i ncl ud i ng  the  CETA. However,  a t  l east  i n  the  case  o f  the  CETA, ce rta i n  ri gh ts and  ob l i ga t i ons,  such  as
the  quo tas re fe rred  to  above ,  wou l d  have  to  be  apport i oned  be tween  the  EU and  the  UK. Such  an  exe rci se  wou l d  i nvo l ve  th ree -way nego t i a t i ons
be tween  the  EU, UK and  Canada  and  cou l d  be  ve ry com p l i ca ted  and  d i ff i cu l t  g i ven  how such  apport i onm ent cou l d  i m pact  the  o ri g i na l  ba l ance  o f  the
g i ve -and-take  re f l ected  i n  the  CETA.

What can we Expect any Modificat ions to Look Like?

T here  i s no  quest i on  tha t  i t  i s i n  bo th  Canada  and  the  EU's i n te rests to  f i na l i ze  and  i m p l em ent CETA. From  Canada 's pe rspect i ve ,  the  EU i s a  key
m arke t .  T he  CETA i s a  l andm ark ag reem ent tha t  i s vi ewed  by m any as rep resen t i ng  a  go l d  standard  fo r t rade  ag reem ents to  com e. Asi de  f rom  the  t rade
bene f i ts,  a  t rade  ag reem ent wi th  Canada  post-Brexi t  wou l d  se rve  to  send  a  m uch  needed  posi t i ve  si gna l  to  cu rren t l y testy g l oba l  m arke ts.

St i l l ,  the  quest i on  rem a i ns:  does i t  now need  to  be  m od i f i ed?  I t  i s no t  possi b l e  to  specu l a te  on  the  changes.  T he  si tua t i on  i s f l u i d  as i t  has no t  ye t  been
de te rm i ned  now wha t wi l l  happen  be tween  the  UK and  the  EU and  be tween  I re l and  and  Sco t l and  and  the  EU as re l a t i onsh i ps a re  consi de red  and
rede f i ned .

Possi b i l i t i es i ncl ude  the  fo l l owi ng :

A CETA m i nus the  UK o r Bri ta i n ,  wi th  o r wi thou t  a  reba l anci ng  o f  concessi ons to  re f l ect  th i s;

A t ri l a te ra l  ag reem ent be tween  Canada ,  the  EU and  the  UK wh i ch  cou l d  l ook ve ry si m i l a r to  the  cu rren t  CETA; o r

Two separa te  ag reem ents be tween  Canada  and  the  EU and  Canada  and  the  UK wh i ch  m i gh t  no t  l ook l i ke  the  cu rren t  CETA (No te  tha t  the  bene f i ts
access to  the  UK m arke t  b ri ng  m i gh t  be  d i m i n i shed  by the  change  i n  access be tween  the  UK and  EU).

Wh i l e  the re  a re  cu rren t l y m any uncerta i n t i es,  wha t  i s ce rta i n  i s th i s:  the re  has been  a  tecton i c sh i f t  i n  the  t rade  l andscape  tha t  wi l l  requ i re  t i m e  fo r
Canad i an  t rade  o ff i ci a l s to  consi de r and  de te rm i ne  the  best  way fo rward .
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