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Brexit means UK becomes a third country for the EU and for each of the member 

states. That means that business relationship will be for EU businesses a 

relationship with third country firms. Unfortunately the question is when this can 

happen. I belong, as a remainer, to the group of those who believe that Brexit 

process has already reached its inertia stage and will happen.  

But, theoretically, at the moment there are two major options for Brexit one should 

con consider. First, exit based on an agreement between EU and UK, meaning 

leaving in an orderly manner, where there is a legal certainty of Withdrawal 

Agreement  for all those affected by Brexit. This is nothing new, has been our, EU, 

preferred option for the British request for Brexit. In this situation there will be a 

transition period based on status quo, when European law applies and UK does not 

participate in decision-making. Transition will last till the end of 2020 and there will 

be the option of two annual extension if both sides agree.  

And the second possibility is the exit based on a no deal approach. This, as we 

know, can also happen by accident. As a result, one can say we can still face twice 

the cliff edge, after third extension at the end of January 2020 and after each 

transition if there is no agreement on the future relationship.  

Where we are now? The third extension lasts until the end January 2020 and there is 

no appetite for a further one.  

Results of UK election are unknown, ratification of Withdrawal Agreement might be 

not possible before end January, and Prime Minister Boris Johnson has been 



reassuring permanently during election campaign he will not ask for further 

extension. I can only hope that he takes into account the fact that, after ratification by 

the British Parliament, the European Parliament will have to give its consent and the 

Council make its final decision.  So, among adults here we can imagine that a 

technical extension for ratification might be necessary.  

So there is a possibility, as well by accident, of one cliff edge in January and a crash 

out of UK. Another cliff edge might come, as I said before, at the end of 2020 when 

the transition comes to end.  

So there are two stages. There is exit and there are future relations because exit is 

not a final destination. 

As you can imagine negotiating future after no deal will be more challenging than if it 

takes place on the basis of an orderly withdrawal.  

Looking at the Political Declaration as agreed with Johnson’s government, it is clear 

that agreement on the future relationships will cover many areas leading in total to a 

mixed agreement, where unanimity is required and ratifications in twenty seven 

national parliaments. But among those individual agreements regarding the future 

there are areas where the EU competence approach applies. For example FTA, 

fisheries, many elements of external and internal elements are EU competence. 

Here we can go faster with both negotiations and consent. Still, imagining that this 

can be done in ten months goes too far.  

What is important for businesses is of course the future. What is in the Political 

Declaration now is a bare bone, minimal, conventional, CETA like FTA, with zero 

tariffs, zero quota, no quantitative barriers, covering goods only. Major issue will be 

LPF measures, rejected in principle by the British Parliament. Our approach is very 

clear. They will have to be in function of the depth of FTA. For businesses, it is very 

important what FTA and what LPF measures - which include state aid rules, 

environmental standards, consumer protection standards, labour standards - will 

come out from the negotiations. It is hard to imagine but there is a risk of competition 

on the basis of lower standards in UK. There are declarations from UK side that they 

aim is a regulatory divergence, they are leaving with an aim to take control back, 

develop their own standards. 



So for SMEs it will be crucial whether there is transition implying additional eleven 

months for preparedness or two more years provided by the transition extension.  

Due to political uncertainty that has been accompanying Brexit process from day one 

the EU has launched back in December 2017 the so called preparedness process, 

which means preparing for no deal. SMEs have been a prominent element in it.  

One cannot be prepared for a no deal Brexit, one can only mitigate, reduce 

unavoidable dramatically negative consequences for a no deal based Brexit.  

What is important, when we look at costs of no deal, cost of preparation, it is useful 

to remember that the preparedness effort is going to be useful once UK becomes a 

third country after transition. Even if new FTA enters into effect, UK will be a third 

country with dramatically weaker relationship and regulatory alignment than now. So 

preparedness effort is in reality a necessary effort to reduce risks of relationship with 

UK as a third country.  

Preparedness is a very complex process. It has been taking place at all levels of 

governance. It is a joint effort of European Union, national, regional and local levels, 

economic operators meaning business where one should point to a huge difference 

between the preparedness capacity of big firms compared to the SMEs, business 

associations and all institutions around businesses, as well as individual citizens.  

Preparedness is about investing in capacity to mitigate the worst disruptions of 

Brexit. All actors must assume responsibilities.  

Preparedness means identifying and implementing the adaptations to legislations 

at EU (19 at EU level) and MSs level and about administrative and practical 

measures. The European Commission adopted 63 non-legislative measures and 

published on its website 102 technical notices covering all areas of single market. 

Preparedness is about preparing for enforcement of new EU legal instruments at the 

member states level.  Exit helped to discover how many national competences still 

dominate the EU relations with third countries. At national level preparedness means 

creating capacities to enforce EU law toward UK as third country. It means 

legislating and enforcing new laws. It is about monitoring and performing checks and 

controls. It is also about increasing employment in national administrations 

responsible for performing checks and controls. For many areas where national 

competencies instruments apply there is a need of performing effective 



coordination by the Commission. It’s purpose is to avoid bilateral solutions. Of 

course there are financial costs of these indispensable activities to be put in place.  

We have in the EU around 25 mln of SMEs, 99,5% with less than fifty employees, of 

which 99% with less than nine workers. Huge majority of them never functioned 

outside single market and custom union. Some of them are in direct relations with 

British firms, some are part of supply chains and indirectly dependent on the 

evolution of trade with UK. Focus on support for SMEs has been important across 

the Union. It goes without saying that some member states, regions and economic 

sectors will be affected more than others. Also the increase of cost for national 

administrations that perform checks will vary across the Union.  

Some member states had to invest heavily in expanding the necessary 

infrastructure.  

It is also clear that SMEs trading with UK are worse equipped to prepare for Brexit 

than large businesses, in particular in terms of building administrative and legal 

capacities to prepare and implement full contingency plans.  

All contingency measures are temporary and unilateral. I mentioned above that the 

European Commission has established the preparedness website where 102 notices 

have been published so far in all languages covering all areas of European policies 

covered by the need of preparedness. 

They are very detailed and technical. Regarding issues important for SMEs there are 

also guidelines, including on what the businesses can request from governments.  

I hope all European companies have reached out to them.  

There have been tens of seminars and hearings organised by the Commission for 

member states institutions responsible for preparing their economies to Brexit.  

There have been 6 communications issued by the Commission between 19 July 

2018 and 4 September this year. In these communications, contingency action plan, 

its implementation, the Union’s coordination approach have been presented. The 

September 2019 communication sums up and finalises the preparedness process 

with a view of the then Brexit deadline of October 31, 2019. I do not expect anymore 

in terms of communications in the context of end January extension. There will be 

still the need to extend equivalence decisions for some areas of the financial sector.  



 

Let me underline that in all those preparedness communications there are special 

chapters dedicated to SMEs. The September communication provides a very useful 

check-list for companies doing business with UK to double check their own 

preparedness for the situation without a withdrawal agreement. Of course all that 

cannot be exhaustive because matters can arise which cannot be identified now. In 

particular, when the EU rules for single market and the EU customs union will cease 

to apply to the UK and the regulatory divergence announced so many times by the 

representatives of British government will hit. So once again, preparedness toolbox 

is needed for any type of Brexit.  

All the available material prepared by the Commission is a result of a detailed 

scoping of the whole of acquis and identifying issues where Brexit means change. 

There are of course regulations where the provisions on third country already exist.  

Good communication on Brexit challenge is essential but SMEs must be active 

themselves in reaching out for information.  

The last September communication looks into all European programs and 

instruments across all sectors to see where disruptions will be strong in spite of 

contingency measures, and to make those programs and instruments available for 

using to support those most affected. The scope of European Solidarity Fund has 

been extended, allowing to support state aid schemes for SMEs, measures to 

preserve employment and ensure the functioning of controls, in particular in the area 

of SPS. Also European Globalization adjustment fund will be available to support 

workers made redundant in no deal Brexit.  

The European Commission has made it clear that it will be acting fast if member 

states want to amend their structural funds programs based on national envelopes. 

Also, Commission in cooperation with EIF showed its readiness to amend COSME 

program for competitiveness to flexibilise support for SMEs. The Commission also 

reminds member states about the existing flexibility of the EU state aid rules 

regarding national support measures for SMEs. SMEs can use state aid exemptions 

for consultancy and also for training to better prepare for future formalities.  

There are also guidelines in notices on how to solve liquidity problems caused by 

Brexit. This can be a serious problem for many SMEs. Bankruptcy of small firms at 



risk of cash flow issue, at high costs of adjustment, can happen because many 

SMEs function with a rather narrow narrow profit margin.  

Temporary restructuring support schemes for SMEs can be financed. There are in 

the notices the rescue and restructuring guidelines. There are several possibilities to 

access financing, state financed lending schemes or state guarantees for example. 

This can be found in the guarantee notice.  

On state aid the Commission ready to work with most affected states to see how to 

solve the liquidity issue.  

There is also technical assistance funding in structural funds programs. Peace and 

Interreg programs for NI and Ireland will continue. They can be an important source 

of support within the preparedness framework. 

It is also very useful to reach out to national level preparedness information. This 

process has been launched quite early in most of the member states. There are task 

forces, web pages, financial support schemes. Of course the Republic of Ireland has 

been the first member state to embark on this preparedness effort, collaborating 

closely with business community. The Irish government started the process already 

in mid-2016. There are available materials showing the scope and scale of the 

preparedness there. It also shows the amount of effort by the business community 

itself. Another example could be the Dutch government that also offered financial 

assistance to its close to thirty thousand SMEs related with UK in a form of vouchers 

of 2500 euro to hire experts. The Dutch have been as well among the first to 

increase employment in specialised administration to be responsible for checks and 

controls. 

In general, I would say in member states there was a special focus on some sectors 

and SMEs. Business organisations have been particularly active. A lot of studies and 

surveys, regarding consequences of Brexit and preparedness need regarding the 

most affected sectors and business not longer allowed to operate freely between EU 

and UK have been released. It seems that there are still too many unprepared and 

uninformed SMEs.  

Both the commission and member states have paid a lot of attention to the issue of 

individual data transfer to UK. Support for member states with regard to application 



of the available GDPR transfer toolbox has been offered by the European 

Commission.  

Let me, however, finish with a strong call on the business community encouraging 

them to get ready and prepared because most of the effort stays with them. 

 

 


