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About the Competere Foundation

The Competere Foundation for Trade and Competition Policy is a hon-profit organization
led by Shanker A. Singham that seeks to alleviate global poverty by advancing policies of
open trade, competitive markets, and strong property rights protection. Its work is
grounded in the Anti-Competitive Market Distortions (ACMD) framework and the Singham-
Rangan-Bradley SRB-y model, which assess how policy and regulatory choices affect
growth through three core pillars: domestic competition, international competition, and
property rights. In practice, the Foundation educates policymakers and the public,
produces analytical work on how distortions in trade, regulation, and competition policy
affect GDP per capita and long-run prosperity, and develops reform proposals aimed at
improving market access, productivity, and wealth creation. It also builds on the earlier
capacity-building work of the International Roundtable on Trade and Competition Policy,
founded by Singham in 1997, which convened training programs and policy forums across
Latin America and Asia to promote sound competition and trade policy.

1. Introduction

Dynamic alignment with EU Sanitary and Phytosanitary regulations is the wrong policy. It
will inflict lasting economic damage on the UK through the opportunity costs of
permanently surrendering regulatory freedom, provoke retaliation from the UK's most
important trading partners who have spent decades opposing the EU's anti-competitive
SPS regime, and leave the UK economy caught between irreconcilable legal obligations
with no good exit. The Growth Commission calculates the net cost at £15 billion,
equivalent to 0.5 percent of GDP, and that figure understates the full damage because it
cannot fully capture what the UK will fail to become. The ETS linkage agreement
compounds that damage further: economic modelling finds that dynamic alighment with
EU energy rules would foreclose potential cumulative economic gains of just over £606
billion across the decade to 2036, as this submission demonstrates.

The reaction of the UK's trading partners to dynamic alignment will be determined by what
the UK is aligning to. The United States, Canada, Australia, New Zealand, India and the Gulf
states have a long and documented record of challenging the EU's SPS regime through
WTO dispute settlement, committee complaints and bilateral pressure. They will bring
those same challenges against the UK once its rulebook is the EU's rulebook, in
circumstances where the UK can no longer respond because the rules are not its own to
change. The resulting position is one of structural vulnerability: a UK that cannot defend its



regulatory choices faces litigation from non-EU partners if it maintains alignment and
adverse action from the EU if it abandons it.

Alternatives exist. The Growth Commission has identified two routes to equivalent
reductions in border friction without any surrender of sovereignty: a mutual recognition
agreement modelled on the EU-New Zealand veterinary arrangement, and, where that
proves unachievable in the short term, unilateral recognition of EU SPS approvals on the
model the UK already applies successfully to medicines. Both routes eliminate the friction
the Government seeks to address. Neither requires the UK to pay the price that this
submission demonstrates dynamic alignment demands. This submission makes the case
for those alternatives in full.

2. What is Dynamic Alignment and Why Does it
Matter?

Dynamic regulatory alighment is a treaty arrangement under which a non-EU country
commits to adopting EU regulatory changes into its domestic law as they occur, rather than
agreeing a fixed set of standards at the point of signature. The Common Understanding
agreed at the UK-EU Summit of 19 May 2025 proposes precisely this for the United
Kingdom in the context of common Sanitary and Phytosanitary (SPS) and Emissions Trading
Schemes (ETS) areas: the UK would be required to apply EU rules as they evolve, with no
domestic vote over individual measures. This is different in kind from mutual recognition,
under which each party retains its own rulebook while agreeing to accept the other's
products as meeting equivalent standards, and from equivalence, under which an
importing country accepts that a partner's different regulatory measures achieve the same
level of protection. Both of those models preserve the regulatory autonomy of the
contracting parties. Dynamic alignment surrenders it. Under the proposed arrangement,
disputes about whether the UK has met its obligations would be resolved by the Court of
Justice of the European Union (CJEU), which the Common Understanding confirms as the
supreme authority on questions of EU law. The UK would have consultation rights in the
process by which new EU rules are made, but no vote on the measures it would then be
required to implement.’

This is not how independent countries normally trade with one another. There are 381
regional trade agreements currently notified and in force in the WTO database, with at least

" Cabinet Office, UK-EU Summit: Common Understanding (London: His Majesty's Government, 19 May 2025).



62 further agreements in force but not yet formally notified.? Formal dynamic alignment
appears in only a handful of EU-specific arrangements: the European Economic Area (EEA)
covering Norway, Iceland and Liechtenstein; the Deep and Comprehensive Free Trade
Agreements (DCFTAs) with Ukraine, Moldova and Georgia; the Bilaterals Ill package with
Switzerland, which includes dynamic alignment in food safety and certain internal market
sectors but not across agriculture as a whole; and Northern Ireland under the Windsor
Framework.® It appears nowhere in regional trade agreements such as the Comprehensive
and Progressive Agreement for Trans-Pacific Partnership (CPTPP), ASEAN, the Regional
Comprehensive Economic Partnership, or in North American trade architecture. The global
norm is mutual recognition and equivalence. Dynamic alighment is a feature of
arrangements in which one party has accepted a degree of regulatory subordination to the
EU in exchange for market access. The UK left the EU and is not a candidate for accession.
It should not be accepting terms that accompany that status.

There is a reason dynamic alignment is so rare. The global trading system reflects a
fundamental choice between two competing models of regulatory governance. The first
operates through regulatory competition, with countries setting their own rules and inter-
operating through mutual recognition and equivalence, so that the quality of their
regulatory frameworks becomes a source of competitive advantage. The second conditions
market access on replicating the dominant partner's regulations, harmonising toward the
most restrictive level rather than competing toward the best outcome. Most countries
operate on the basis of the former, and that is how the international trading system was
built. The EU and China operate on the basis of the latter.* Notably, the EU itself applies the
first model in its own external agreements with New Zealand, Canada and Japan, using
equivalence and mutual recognition in the SPS field rather than requiring those countries to
adopt EU rules.® As such, dynamic alignment seems reserved for those the EU treats not as

2World Trade Organization, "Regional Trade Agreements," RTA Database, rtais.wto.org, accessed 25 March
2026; World Trade Organization, "Regional Trade Agreements,"
wto.org/english/tratop_e/region_e/region_e.htm, accessed 25 March 2026.

3 Centre for European Reform, "Should the UK Pursue Dynamic Alignment with the EU?,"
cer.eu/insights/should-uk-pursue-dynamic-alignment-eu, accessed 25 March 2026; Swiss Federal Council,
"Content of the Package Switzerland-EU (Bilaterals lll)," europa.eda.admin.ch/en/content-package-
switzerland-eu, accessed 25 March 2026.

4 Shanker A. Singham, Trade Policy in the Trump Administration: Advancing Reduction of Anti-Competitive
Market Distortions (Washington, DC: Competere, August 2025); The Growth Commission, "Growth
Commission Urges Ministers to Junk EU Alignment Plan that Could Cost £15 Billion," press release, 24
February 2026, growth-commission.com.

5 Shanker A. Singham and Alden F. Abbott, Trade, Competition and Domestic Regulatory Policy: Trade
Liberalisation, Competitive Markets and Property Rights Protection (London: Routledge, 2023), 157-159.



independent trading partners but as regulatory dependants, a category that does not and
should not include the United Kingdom.

The economic consequences of that choice are what the rest of this submission
addresses. The Competere Foundation measures the impact of regulation on economic
performance through the Singham-Rangan-Bradley (SRB-y) econometric model, which
identifies three pillars that together drive GDP per capita: Domestic Competition (DC),
International Competition (IC), and Property Rights (PR).®” Dynamic alignment degrades all
three. A UK that cannot improve its own regulatory framework cannot improve its DC score.
A UK whose trading partners understand that any regulatory concession requires approval
in Brussels cannot make genuine trade opening commitments. And a UK whose domestic
law is subject to continuous amendment by a foreign legislature, with no process at
Westminster, operates with a materially weakened property rights environment for
investment. The model's findings are unambiguous on the relative weight of these pillars: a
one-point improvement in the DC score alone generates an 8.03 percent increase in GDP
per capita. Dynamic alignment places that gain permanently out of reach.

The regulatory model the UK would be locking into is not a neutral baseline from which it
could gradually improve. The Growth Commission has assessed the EU regulatory system
as one of the most anti-competitive and growth-destroying in the world, which has
produced stagnant growth across the continent.® That assessment is corroborated by the
EU's own evidence. The Draghi Report, commissioned by the European Commission, found
that EU labour productivity converged from 22 percent of US levels in 1945 to 95 percent in
1995 and has since fallen back below 80 percent, and that the EU has produced no major
technology platform in the past fifty years.® These outcomes are the product of a regulatory
philosophy that places harmonisation above competition and precaution above science.
The mechanism through which this damage operates is what we have called Anti-

8 Shanker A. Singham, International Trade, Regulation and the Global Economy: The Impact of Anti-
Competitive Market Distortions (London: Routledge, 2025), chapters 3-4; Trade Facilitation Commission,
Ensuring Economic Growth (2024), Annex |.

7 See Annex 1 for full details of the SRB-y Model

8 The Growth Commission, "Growth Commission Urges Ministers to Junk EU Alignment Plan that Could Cost
£15 Billion," press release, 24 February 2026, growth-commission.com; Jonathan Barnett, Antitrust Undone:
How Competition Enforcers Are Undermining Competition (Washington, DC: Information Technology and
Innovation Foundation, 2026).

9 Mario Draghi, The Future of European Competitiveness: A Competitiveness Strategy for Europe, Part A
(Brussels: European Commission, September 2024), 23; Erixon, Guinea and du Roy, The Economic Dividend
of Competitiveness, ECIPE Policy Brief No. 02/2023 (Brussels: European Centre for International Political
Economy, 2023); McWilliams and Singham, Making the UK More Successful Through Better Regulation,
Growth Commission Report No. 3 (September 2023), 5-7.
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Competitive Market Distortions (ACMDs): state-created barriers that raise costs for new
entrants while sheltering incumbents from competition. Adopting the EU model through
dynamic alignment would import those distortions into the UK economy and, by treaty
obligation, make them effectively irremovable.

The Competere Foundation's position is that dynamic alignment with EU rules is the wrong
policy. It is inconsistent with the global norm for trade relationships between sovereign
nations, it is damaging to the UK's economic prospects, and it forecloses the regulatory
reform path on which the UK's long-term growth depends. The alternative is mutual
recognition, specifically the kind of mutual recognition agreement that the EU itself has
concluded with New Zealand in the veterinary and SPS field. This submission addresses
the specific questions posed by the Committee, but the answer to each of them flows from
the same analytical conclusion: the Government has chosen the wrong instrument, and
the cost of that choice will compound over time.

3. The Case Against Dynamic Alignment

3.1 The Economic Cost: Opportunity Foregone

The Government has framed SPS alighment as a means of reducing friction in UK-EU trade.
That framing obscures the more important question, which is not what alignment will cost
but what it will forfeit. The £15 billion figure that the Growth Commission associates with
SPS alignment does not represent a charge to be imposed on a neutral economy. It
represents the gap between what the UK economy could become if it used its regulatory
freedom, and what it will remain if it does not. The distinction matters because the UK
already broadly mirrors EU SPS rules as a direct consequence of having ported the entire
EU regulatory rulebook into domestic law at the point of EU exit, with the significant
exception of certain crop protection chemicals, where the two systems have diverged since
2020."" Alignment does not preserve the status quo. It permanently forecloses any
improvement on it.

°The Growth Commission, press release, 24 February 2026, growth-commission.com.

" Singham and Tylecote, Plan A+: Creating a Prosperous Post-Brexit UK, |IEA Discussion Paper No. 95
(London: Institute of Economic Affairs, 2019), 92; The Andersons Centre for CropLife UK, The Economic
Impact on the UK Farming Sector of Aligning Plant Protection Product Regulation with the EU (January 2026),
3.
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Figure 1: GDP per capita foregone by Western European countries as a result of regulatory and property rights barriers
compared to the United States. The area between the lines represents the UK's regulatory headroom that SPS alignment
would permanently forfeit. Source: The Growth Commission (2026).

The £15 billion figure represents a 0.5 percent reduction in UK GDP, calculated using the
SRB-y model. As set out previously, the SRB-y model identifies the domestic competition
pillar, DC, as the dominant driver of GDP per capita growth, with a one-point improvement
generating an 8.03 percent increase. It is this pillar that dynamic alignment most directly
degrades, by removing the UK's freedom to improve its own regulatory framework. The
figure already incorporates the trade facilitation benefits that reduced border friction with
the EU would deliver. The additional damage flows from the ACMDs embedded in the EU's
hazard-based, precautionary regulatory approach. Regulatory costs impose deadweight
losses on an economy, but where those costs also limit competition and exclude new
entrants, theirimpact far exceeds what compliance cost estimates capture: the entire
competitive dynamic of the market is degraded.’? It is this dynamic effect, operating
through suppressed entry, entrenched incumbency, and reduced innovation, that the SRB-
y model measures and that conventional regulatory impact assessments miss. The
evidence for this mechanism is consistent across multiple jurisdictions. The Growth
Commission (using the Singham ACMD model) calculates that the EU's own SPS rulebook
imposes approximately €39 billion annually on the 27 member states through ACMDs, '
and Growth Commission analysis of the UK's broader regulatory burden finds a total

2 Douglas McWilliams and Shanker A. Singham, Making the UK More Successful Through Better Regulation,
Growth Commission Report No. 3 (September 2023), 7.
3 The Growth Commission, press release, 24 February 2026, growth-commission.com.
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negative impact of approximately £143 billion, equivalent to 6 percent of GDP.' The
European Centre for International Political Economy (ECIPE) estimates that reducing anti-
competitive regulation in the EU could generate GDP gains of 3 to 4 percent,’® and
independent research by Shikhar Singla of Goethe University finds that 31 to 37 percent of
incumbent market share gains in the US are directly attributable to regulatory barriers that
exclude new entrants, confirming that incumbents lobby successfully for anti-competitive
regulation as a tool to protect their market position.'® In each case the story is the same:
compliance costs understate the true damage because they do not capture what
competition, entry, and innovation would otherwise have produced.

The concrete impact of dynamic alignment on UK agriculture is set out in detail by the
Andersons Centre in a report commissioned by CropLife UK in January 2026. Analysing the
effect of aligning Great Britain's Plant Protection Products (PPP) regime with EU rules and
decisions, the report finds that an immediate cliff-edge alignment would reduce the Gross
Value Added of UK crop production by 3 to 6 percent in the first year, with Total Income
from Farming falling by between £500 million and £810 million. Wheat volumes could fall
by 9to 16 percent, potatoes by 4 to 6 percent, and apples by 3 to 7 percent. These losses
arise not from any change in safety standards but from the retrospective application of EU
regulatory decisions made for EU-specific conditions without reference to GB farming
practices. Unlike the ACMD model, it is based on only business compliance costs. The UK
has maintained equivalent legal, scientific and technical standards to the EU since leaving;
itis the different operational decisions of the two systems, not a divergence in underlying
standards, that creates the exposure. Aligning retrospectively with EU decisions, without
consideration for GB-specific uses and concerns, would strip UK farmers of crop
protection tools approved under an equivalent system of standards for legitimate GB-
specific reasons.” The economic damage, however, extends well beyond domestic supply
chains. A country's external trade policy is entirely dependent on its domestic regulatory
settings, and by adopting the EU's restrictive, method-based SPS barriers, the UK
fundamentally destroys its ability to negotiate independent, high-value trade deals with the
rest of the world.

4 McWilliams and Singham, Making the UK More Successful Through Better Regulation, 5-7.

8 Frederik Erixon, Oscar Guinea, and Oscar du Roy, The Economic Dividend of Competitiveness, ECIPE Policy
Brief No. 02/2023 (Brussels: European Centre for International Political Economy, 2023).

6 Shikhar Singla, "Regulatory Costs and Market Power," LawFin Working Paper No. 47 (February 2023).

7 The Andersons Centre for CropLife UK, Analysis of the Impact on UK Crop Production of GB Aligning with EU
Rules and Decisions on Plant Protection Products (January 2026), Executive Summary and sections 5.1-5.2.
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3.2 How the UK’s Trading Partners will React to Dynamic Alighment

3.2.1 Broader Multilateral Reactions

The reaction of the UK's major trading partners to dynamic alignment will be shaped by one
consideration above all others: what the UK is aligning to. Because the proposed common
SPS area binds the UK to the EU's regulatory rulebook, the relevant question is how those
trading partners have historically regarded that rulebook. The answer is unambiguous. The
EU's SPS regime has generated sustained, organised and growing opposition from across
the global trading system, expressed through formal WTO dispute settlement, specific
trade concerns raised at the WTO's Committee on Sanitary and Phytosanitary Measures
(the SPS Committee), and bilateral trade pressure. The EU is consistently the most
complained-about member in the SPS Committee, and the number of specific trade
concerns raised against it reached a record 76 at the March 2026 meeting alone.’® Dynamic
alignment does not resolve that tension for the UK. It imports it permanently and removes
the UK's ability to respond to it.

The history of that opposition is extensive and well-documented. The EU has repeatedly
lost WTO SPS disputes. In the beef hormones case brought against the European
Communities by the United States in 1996, the WTO Appellate Body found that the EU's
ban on imports of meat from hormone-treated cattle violated Articles 3.1, 5.1 and 5.5 of
the WTO Agreement on the Application of Sanitary and Phytosanitary Measures (the SPS
Agreement). The EU chose non-compliance, accepting retaliatory trade sanctions rather
than bringing its regime into conformity with the ruling.’ In the GMOs case brought by the
United States, Canada and Argentina, a WTO Panel found that the EU's effective
moratorium on the approval of genetically modified products violated the SPS Agreement.?°
Beyond formal dispute settlement, a broad coalition of WTO members has raised
sustained complaints in the SPS Committee about the EU's hazard-based approach to
pesticide regulation. In July 2019, the United States and fifteen other countries, including
Australia, Brazil, Canada, Colombia, New Zealand and Peru, submitted a joint statement to
the WTO Council for Trade in Goods condemning the EU's approach as "unnecessarily and

BWTO, "Members Review Record SPS Trade Concerns," news item, 11 March 2026, wto.org; Food Safety
News, "EU WTO SPS Notifications Increased in 2023," 1 March 2024, foodsafetynews.com.

" WTO Appellate Body, European Communities: Measures Concerning Meat and Meat Products (Hormones),
WT/DS26/AB/R and WT/DS48/AB/R (16 January 1998); Shanker A. Singham, Fertile Ground: How the UK Can
Use Brexit to Build a Competitive Agricultural Economy (London: Institute of Economic Affairs, April 2019),
28-29.

2 WTO Panel, European Communities: Measures Affecting the Approval and Marketing of Biotech Products,
WT/DS291/R, WT/DS292/R, WT/DS293/R (29 September 2006).
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inappropriately" restricting trade and diverging from science-based risk assessment.?' At
the November 2017 SPS Committee meeting, around twenty members, including
Argentina, China, the United States, Australia, Brazil, Canada, India and New Zealand,
raised concerns about the EU's proposed criteria for identifying endocrine-disrupting
chemicals, criticising the EU for applying a precautionary stance that disregarded scientific
evidence presented by relevant international organisations.?? The direction of travel of EU
regulation makes this worse, not better. The EU's Farm to Fork strategy, which aims to halve
chemical pesticide use by 2030, is accelerating the restriction of active substances and
tightening residue limits across a broad range of products. Trading partners who have
complained about the EU's SPS regime in the past will have more to complain about in
future, and the UK, once dynamically aligned, will be unable to address those complaints
because the rules will not be its own to change.

3.2.2 United States Reaction

The United States has already reacted to the UK’s continued regulatory alignment with the
EU. That reaction is visible in the US government’s own formal statement of significant non-
tariff barriers, The 2026 National Trade Estimate (NTE) Report on Foreign Trade Barriers. The
NTE is the Office of the United States Trade Representative’s (USTR) annual report to the
President and Congress identifying the most important foreign barriers affecting US
exports, investment, and commerce. In the 2026 report, USTR makes clear that, in SPS
terms, it already treats the UK as already being fully aligned with the EU’s restrictive SPS

regime. USTR states this position directly

To avoid any break in existing legal coverage and mechanisms, the UK Government
enacted the European Union (Withdrawal) Act 2018 to incorporate EU laws and
regulations into domestic UK law, replacing references to EU entities and laws and
regulations with corresponding UK references. As a result, beginning January 1,
2021, the UK and EU had nearly identical legal and regulatory structures, although
the UK is now able to change its laws and regulations independently of the EU.....

Following withdrawal from the EU, the UK transposed existing EU SPS measures into
UK law in 2021, thus creating close alignment between UK and EU SPS measures.
On May 19, 2025, the UK and EU announced a “Common Understanding” that
includes commitments to negotiate an SPS agreement between the two parties. The
UK has agreed that as part of an SPS agreement, the UK will dynamically align with
the relevant EU laws and regulations that cover sanitary, phytosanitary, food safety,
and general consumer protection rules applicable to the production, distribution,

2'Tom Miles, "U.S. and 15 Others Slam EU Regulation of Farm Products at WTO," Reuters, 4 July 2019.
2 WTO, "Pesticide Residues Top of Agenda of WTO Food Safety Body," news item, 2 November 2017, wto.org.
ZWTO, "Members Review Record SPS Trade Concerns," 11 March 2026, wto.org; Singham, Fertile Ground, 29.

10



and consumption of food products, the regulation of live animals and pesticides,
and the rules on organics as well as marketing standards applicable to certain
sectors or products. Due to the continued and future alignment with the EU, many
trade concerns outlined in the SPS section of the EU Chapter in this National Trade
Estimate Report therefore remain with respect to the UK....

The United States is concerned that existing UK measures, and the likely future
dynamic alignment with the EU, unnecessatrily restrict trade without furthering
safety objectives because they appear to be applied beyond the extent necessary to
protect human, animal, or plant life or health, or appear to be not based on risk or

science....

17. The significance is considerable. The EU is already one of the principal objects of US trade-

18.

barrier concern, with the second longest (at 45 pages) and detailed entry in the 2026 NTE
cataloguing a wide range of barriers across sectors. In the US government’s own analysis,
the UK already sits within the orbit of the EU’s SPS problem after transposing EU law into
domestic law at the point of exit, and because continued and future alignment preserves
that position. Dynamic alignment would deprive the UK of the only meaningful route by
which it could distinguish itself from the EU regulatory model in US trade policy terms. If
the UK proceeds with formal dynamic alignment, it would remain exposed to US trade
consequences aimed at EU-type SPS barriers, while forfeiting the ability to differentiate its
own rulebook from the EU’s in order to seek relief. In other words, the UK is already in a
precarious position with the US, dynamic alignment with the EU would eliminate its only
path out of this situation. Furthermore, the 2026 NTE does not list the UK as one of the
countries with which the US is taking measures to address trade barriers through
Agreements on Reciprocal Trade (ARTs). One can only assume this omission is a reflection
of heightened concern in US trade circles about the UK’s direction of travel.

The implications for the US response are immediate and severe. The May 2025 US-UK
Economic Prosperity Deal was projected to create a $5 billion opportunity for new US
agricultural exports, including beef and ethanol, and to reduce or eliminate non-tariff
barriers that unfairly discriminate against American producers.?* Dynamic alignment
renders those gains unrealisable. The Growth Commission and Competere Foundation,
applying the SRB-y ACMD model to the specific EU-derived barriers that dynamic
alignment would lock in, including restrictions on gene-edited agricultural products,
pesticide residue limits set below Codex Alimentarius benchmarks without scientific
justification, the ban on beef from hormone-treated cattle, the prohibition on ractopamine

24 Cabinet Office, UK-EU Summit: Common Understanding (London: His Majesty's Government, 19 May
2025); The Growth Commission, "Growth Commission Urges Ministers to Junk EU Alignment Plan that Could
Cost £15 Billion," press release, 24 February 2026, growth-commission.com.

11
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in pork, and the ban on pathogen reduction treatments for poultry, estimate the foregone
US upside at a central estimate of approximately $27.4 billion in foregone exports and
$33.8 billion in foregone GDP, rising at the high end to $58.7 billion in foregone exports,
$72.6 billion in foregone GDP, and approximately 352,000 jobs.?®* These are method-based
barriers with no scientific justification that apply disproportionately to US production
systems. By adopting them, the UK structurally improves the competitive position of EU
suppliers while disadvantaging American producers whose methods the EU has chosen to
prohibit for political rather than scientific reasons.

Members of Congress representing farm districts are likely to press the Administration to
treat dynamic alighment as grounds for suspending preferential terms under the Economic
Prosperity Deal. The Deal's automotive provisions alone are substantial: the first 100,000
UK cars exported to the US annually benefit from a 10 percent tariff rather than the
standard 27.5 percent rate, a quota that almost equals the total number of UK cars
exported to the US in 2024, and which would revert to 27.5 percent outside the quota if the
Deal were suspended.? The December 2025 Pharmaceutical Trade Deal, under which UK
pharmaceutical exports valued at over £11 billion enter the US at zero tariff, could face the
same risk.?” The US has already signalled impatience: in December 2025 it suspended
implementation of the memorandum of understanding underpinning the Economic
Prosperity Deal, citing the UK's reluctance to address non-tariff barriers.®

3.2.3 Regional and Bilateral Trade Agreement Reactions

The CPTPP creates a separate and legally enforceable set of obligations that dynamic
alignment has already begun to compromise and would make permanently irresolvable.
The concrete evidence of this damage is not theoretical. The Canadian Cattle Association
has stated that the UK has failed to meet its commitments under the CPTPP's SPS
provisions, which require science-based and transparent trade measures. It has called on
the Canadian government to terminate the Canada-UK Continuity Agreement, and bilateral
UK-Canada trade talks collapsed over the UK's retention of the EU-derived hormone-

% The Growth Commission and Competere Foundation, modelling conducted using the SRB-y ACMD model
(2026).

% White House, "Fact Sheet: Implementing the General Terms of the U.S.-UK Economic Prosperity Deal," 17
June 2025, whitehouse.gov; House of Commons Library, "US Trade Tariffs," CBP-10240, updated 25 March
2026, commonslibrary.parliament.uk.

27 The Growth Commission, press release, 24 February 2026, growth-commission.com.

2 House of Commons Library, "US Trade Tariffs," CBP-10240, updated 25 March 2026,
commonslibrary.parliament.uk.
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treated beef ban.?® As a result, there were no Canadian beef exports to the UK in 2024 or
2025.%

Dynamic alignment would make this conflict permanent. CPTPP Article 7.9(2) requires
each party to ensure that its SPS measures either conform to relevant international
standards or are based on documented and objective scientific evidence rationally related
to the measure.®' The EU's precautionary model is structurally incompatible with this
requirement. Specific EU-derived rules that directly conflict with Article 7.9(2) include
pesticide residue limits that deviate significantly below Codex Alimentarius benchmarks
without documented scientific justification, restrictions on gene-edited agricultural
products, the ban on hormone-treated beef, and the prohibition on pathogen reduction
treatments. CPTPP Article 7.8(6) separately requires the UK to recognise the equivalence of
a CPTPP member's SPS measures where that party can objectively demonstrate that its
measures achieve the same level of protection, and this obligation is subject to CPTPP
dispute settlement.®> Dynamic alignment structurally prevents the UK from making honest
equivalence determinations in good faith, because any refusal would be driven not by
independent scientific assessment but by the need to remain consistent with EU regulatory
outcomes. It is worth noting the structural asymmetry this creates: the UK-EU Trade and
Cooperation Agreement (TCA) does not require either party to recognise the equivalence of
the other's SPS measures, yet the UK has binding equivalence obligations toward Australia,
New Zealand and other CPTPP parties. Dynamic alignment inverts this hierarchy,
subordinating binding CPTPP commitments to the preferences of a trading partner to which
the UK owes no equivalence obligations whatsoever. Article 7.9(7) provides CPTPP parties
with a standing mechanism to raise scientific and trade concerns with the UK, Cooperative
Technical Consultations under Article 7.17 are mandatory before formal dispute
settlement, and the Committee on SPS Measures established under Article 7.5 provides a
further institutional forum for ongoing pressure.*®* CPTPP Chapter 25 on Regulatory
Coherence requires parties to rely on the best available scientific and technical
information, conduct regulatory impact assessments, and review regulatory measures to

2 Canadian Cattle Association, "Canadian Beef Producers Request Termination of the Canada-UK Continuity
Agreement," press release, 23 October 2025, cattle.ca; RealAgriculture, "CCA Calls on Ottawa to End
Canada-UK Continuity Agreement over Beef Trade Barriers," 28 October 2025, realagriculture.com.

30 Canadian Cattle Association, press release, 23 October 2025, cattle.ca.

31 CPTPP, Article 7.9(2).

32 CPTPP, Article 7.8(6).

33 CPTPP, Articles 7.5, 7.9(7), 7.13 and 7.17.
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ensure they remain effective and proportionate.®* A UK whose SPS obligations are
determined by the European Commission cannot in practice satisfy those requirements.

Beyond the CPTPP, the same structural damage applies to every major non-EU bilateral
relationship. The Australia Free Trade Agreement is directly affected: Australia approves
pesticides and veterinary medicines that the EU prohibits, and dynamic alignment would
eliminate the SPS divergence the agreement was premised on, making the agri-food
concessions negotiated into it unrealisable in practice.®** The New Zealand Free Trade
Agreement faces the same problem: dynamic alignment would reduce the UK's ability to
recognise New Zealand's SPS and plant health systems, placing at risk the preferential
access negotiated for New Zealand dairy, lamb, apples and wine.*® Both agreements, along
with the CPTPP as a whole, were premised on the UK's ability to approve different agri-food
technologies, including wider pesticide approvals, recognition of different animal health
standards and wider acceptance of genetically modified products and precision breeding.
Dynamic alignment removes that ability, not by renegotiating those agreements but by
making their agricultural provisions impossible to honour.?” India is itself negatively
affected by the EU's SPS regime, elements of which the UK has already ported into its
rulebook, and any meaningful UK-India trade agreement will require the UK to bring its SPS
rules into conformity with WTO standards. A UK locked into dynamic alignment cannot
offer India the regulatory improvements that a substantive agreement would require.*® The
specific products at stake include basmati rice, where EU-level pesticide residue limits
would restrict Indian exports, and Indian shrimp aquaculture, where EU aquaculture
standards would impose barriers that an independent UK could negotiate around but a
dynamically aligned UK could not.** The Gulf Cooperation Council (GCC) countries will
expect the same. In each of these relationships the conclusion is the same: trading

34 CPTPP, Article 25.5; note that Chapter 25 is not subject to CPTPP dispute settlement pursuant to Article
25.11.

% HM Government, UK-Australia Free Trade Agreement, Chapter 6: Sanitary and Phytosanitary Measures
(London: HM Government, 2021), gov.uk; Australian Pesticides and Veterinary Medicines Authority, Our
Legislative Framework, apvma.gov.au.

% New Zealand Ministry of Foreign Affairs and Trade, New Zealand-United Kingdom Free Trade Agreement:
Key Outcomes (Wellington: New Zealand Government, 2023), mfat.govt.nz.

7 Centre for International Trade Policy, An EU-UK SPS Agreement: The Perils and Possibilities of
(Re)alignment, CITP Briefing Paper No. 17 (December 2024), citp.ac.uk, 12-13.

% Trade Facilitation Commission, Ensuring Economic Growth (2024), 12.

% Government of India, Ministry of Commerce and Industry, Reply to Lok Sabha Unstarred Question No. 1314
(30 July 2024), commerce.gov.in; Southern Shrimp Alliance, Food Regulatory Authorities in the EU, Japan, and
the United States Once Again Confirm that India and Vietnam Continue to Use Banned Antibiotics in their
Shrimp Aquaculture (January 2025), shrimpalliance.com.
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partners will understand that the path to any regulatory concession runs through Brussels,
not London.

3.3 Risks to the UK Economy: Litigation, Borrowing Costs, and Fiscal Risk

Dynamic alignment places the UK in a position from which there is no exit that does not
impose severe economic damage. Once aligned, the UK cannot respond to complaints
from its non-EU trading partners by bringing its SPS rules into conformity with WTO rulings
or CPTPP equivalence demands, because any such adjustment would simultaneously
expose it to challenge by the EU for breaching the common rulebook commitment. If it
maintains alighment in defiance of those rulings and demands, it faces trade sanctions
from the partners that brought them. As Singham and Tylecote identified in their analysis of
precisely this structural problem, if the UK brings its SPS rules into line with WTO decisions
it could violate its treaty commitment to a common rulebook, and any change would be
met with the allegation that the UK was in breach, leading to protracted litigation and
making it very difficult to improve regulations.*° The UK would face litigation from both
directions at once, with no avenue to resolve the conflict that does not constitute a breach
of one set of obligations or the other.

That is not a hypothetical risk. The EFRA Committee, which broadly supports the SPS
agreement, has already warned that dynamic alignment cannot be viewed as an
instantaneous legal adjustment, that the process carries a considerable risk of unintended
consequences if a deal is agreed in haste, and that implementation requires carefully
phased transition periods of at least 24 months for affected sectors.*’ If a sympathetic
parliamentary committee is already cataloguing the implementation risks before a single
obligation has been assumed, the litigation exposure once the rulebook begins to move is
not difficult to foresee.

The economic consequences feed directly and materially into the public finances. The
SRB-y model demonstrates that a one-point decline in the DC score produces an 8.03
percent fall in GDP per capita.*? Dynamic alignment locks in that decline by removing the

40 Shanker A. Singham and Radomir Tylecote, Plan A+: Creating a Prosperous Post-Brexit UK, IEA Discussion
Paper No. 95 (London: Institute of Economic Affairs, 2019), 51. Shanker A. Singham, Radomir Tylecote and
Victoria Hewson, Freedom to Flourish: UK Regulatory Autonomy, Recognition, and a Productive Economy, |IEA
Discussion Paper No. 91 (London: Institute of Economic Affairs, July 2018), 18-19.

4 House of Commons Environment, Food and Rural Affairs Committee, UK-EU Agritrade: Making an SPS
Agreement Work, HC 1661, Session 2024-26 (5 February 2026), recommendations 1, 3 and 5; The Grocer,
"EFRA Committee Slams Government Engagement on EU SPS Deal," 5 February 2026, thegrocer.co.uk.

42 Shanker A. Singham, International Trade, Regulation and the Global Economy: The Impact of Anti-
Competitive Market Distortions (London: Routledge, 2025), chapters 3-4.
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UK's ability to improve its own regulatory framework. Against the UK's current fiscal
position, with public debt at historically elevated levels, any sustained deterioration in the
growth trajectory will be reflected in the risk premium applied to UK sovereign debt. Bond
markets react to long-term growth projections, and the ten-year gilt rate will rise
considerably if there is sustained concern about the UK's fiscal stability and its ability to
generate the growth required to bring debt down to sustainable levels.** The UK would then
be caughtin a doom loop: lower growth reduces tax revenues, higher borrowing costs
increase debt service, and the resulting fiscal pressure makes pro-competitive reform even
harder to deliver. Dynamic alignment forecloses precisely the regulatory tool that could
break that loop. Supply chains and production systems adjust to regulatory frameworks
over time, and once the agrifood sector has re-oriented itself around EU-compatible
standards, the political economy of departure from alignment becomes progressively more
resistant to change.* A full scale economic and fiscal crisis would be the inevitable result.

4. Alternatives to Dynamic Alighment

4.1 Understanding the Problem: How SPS Regulatory Controls Work

Where two regulatory systems operate without any form of mutual recognition or
equivalence arrangement, goods crossing between them must be verified at the border to
ensure they meet the importing country's standards. That verification takes three forms:
documentary checks, which confirm that the relevant certificates and declarations
accompany a consignment; identity checks, which verify that the consignment matches its
documentation; and physical checks, which involve inspection or testing of the goods
themselves. Under the current UK import regime, all SPS goods arriving from the EU require
at minimum a Simplified Frontier Declaration and an Import of Products, Animals, Food
and Feed System (IPAFFS) declaration notifying the relevant authority of imminent arrival.
Consignments selected for documentary or physical examination are directed to a Border
Control Post and cannot proceed until those controls are satisfied.*® The cost of these
controls falls on traders in the form of the Common User Charge, port health authority fees,
and the administrative burden of compliance. The UK-EU SPS border problem is therefore
not a problem of divergent standards. It is a problem of absent recognition. The UK and EU
left their relationship without any equivalence or mutual recognition framework in the SPS

43 Shanker A. Singham, Trade Policy in the Trump Administration: Advancing Reduction of Anti-Competitive
Market Distortions (Washington, DC: Competere Foundation, August 2025).

4 The Growth Commission, "Growth Commission Urges Ministers to Junk EU Alignment Plan that Could Cost
£15 Billion," press release, 24 February 2026, growth-commission.com.

4 Trade Facilitation Commission, Ensuring Economic Growth (2024), 19.
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field, and it is that absence, not the existence of different rules, that drives the friction the
Government now seeks to eliminate.

An equivalence arrangement does not require two countries to have identical rules. It
requires the importing country to accept that the exporting country's different rules achieve
the same level of protection. Under the WTO SPS Agreement, a country's Appropriate Level
of Protection (ALOP) determines what the importing country needs an exporting country to
demonstrate. If the exporting country can show that its measures achieve the same ALOP,
the importing country is required to recognise equivalence regardless of differences in the
underlying regulatory approach.*® The practical reduction in border friction under a
functioning equivalence regime is substantial. Under the EU-New Zealand veterinary
agreement, which is based on equivalence rather than alignment, only 2 percent of New
Zealand meat exports to the EU are subject to physical inspection.*” That outcome was
achieved without New Zealand surrendering a single element of its domestic regulatory
framework. Dynamic alighment is not required to achieve this result. Equivalence is.

4.2 Mutual Recognition: GB to EU and EU to GB Flows

The UK commands extraordinary leverage in any negotiation toward a mutual recognition
agreement. The EU's 27 member states collectively exported €53.9 billion of agrifood
products to the United Kingdom in 2024, making the UK the single largest destination for
EU agrifood exports and representing 23 percent of the EU's total agrifood export value.*®
No other country absorbs a comparable share of EU agrifood output. The EU has a direct
and substantial commercial interest in maintaining frictionless access to the UK market,
and that interest provides the UK with the negotiating position of a buyer, not a supplicant.
The Government has chosen not to use it.

The starting point for a mutual recognition negotiation is highly favourable. The UK ported
the entire EU regulatory rulebook into domestic law at the point of EU exit, meaning that the
two parties begin from a position of near-complete regulatory alignment on the substance
of SPS rules. The task of negotiating mutual recognition is therefore not one of harmonising
divergent systems from scratch but of establishing a formal legal framework to recognise
the equivalence of what are, at present, essentially the same standards operating through
different institutional processes. Since all SPS regulations were identical on the day of UK

46 Shanker A. Singham and Alden F. Abbott, Trade, Competition and Domestic Regulatory Policy (London:
Routledge, 2023), 157-159.

47 Singham and Abbott, Trade, Competition and Domestic Regulatory Policy, 158.

“8 European Commission, Monitoring EU Agri-Food Trade: Developments in 2024 (Brussels: European
Commission, April 2025).
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exit, determining equivalence should be a relatively straightforward process, and a joint
committee could oversee any future managed divergence mechanism under which
equivalence would be maintained as long as each party regulated in ways consistent with a
legitimate and clearly stated regulatory goal.*® The EU has concluded precisely this kind of
arrangement with New Zealand in the veterinary and SPS field, with Canada under the
Comprehensive Economic and Trade Agreement, and with Japan. It is not a novel legal
instrument. Itis the instrument the EU itself deploys when dealing with countries it treats
as independent regulatory partners rather than regulatory dependants.®°

4.3 Unilateral Recognition: EU to GB Flows

For flows from the EU to GB, where the volume of trade is largest and the friction most
commercially significant, the UK does not need to wait for a negotiated agreement to act. It
can unilaterally recognise EU standards and approvals for the purposes of its own import
controls, eliminating documentary and identity checks for goods produced under an EU
regulatory framework that the UK has already determined to be equivalent to its own. The
UK already applies this model in one of its most economically significant sectors: it
unilaterally recognises regulatory approvals for medicines from the EU, the United States
and Japan, allowing products approved by those authorities to enter the UK market without
duplicative domestic assessment.®' If the argument for unilateral recognition holds for a
highly complex, risk-sensitive sector such as pharmaceuticals, it is difficult to see why it
cannot hold for agrifood products produced under a regulatory system whose equivalence
to UK standards the UK Government itself has repeatedly asserted.

This approach directly addresses the concern of UK importers about border process costs
without creating any obligation on the UK to adopt future EU regulatory changes. A UK
importer of EU dairy products would face no more friction than a UK importer of EU-
approved pharmaceuticals. The Trade Facilitation Commission, an independent body of
trade and customs experts chaired by Lord Theodore Agnew, has explicitly recommended
that the UK extend unilateral recognition beyond medicines to other product categories
from trusted partners, and has stated clearly that it does not recommend agreeing a
veterinary or SPS agreement with the EU unless it takes the form of a New Zealand-style
mutual recognition agreement.*? That recommendation reflects the straightforward

49 Shanker A. Singham, Fertile Ground: How the UK Can Use Brexit to Build a Competitive Agricultural
Economy (London: Institute of Economic Affairs, April 2019), 58.

50 Singham and Abbott, Trade, Competition and Domestic Regulatory Policy, 157-159; Singham, Fertile
Ground, 58.

5! Trade Facilitation Commission, Ensuring Economic Growth (2024), 55.

52 Trade Facilitation Commission, Ensuring Economic Growth (2024), 55.
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observation that the border friction the Government seeks to reduce is a consequence of
absent recognition, not of substantive regulatory divergence, and that process costs can be
addressed without surrendering the UK's regulatory autonomy.

5. The Committee's Questions

This submission addresses the Committee's questions in the context of the proposed
Common Sanitary and Phytosanitary Area. The Competere Foundation's analysis of the ETS
linkage agreement and its economic consequences is set out in the supplementary section
at the end of this submission.

The answer to each question flows from the same analytical conclusion, which the
preceding sections have established in full. Dynamic alighment with EU SPS rules is the
wrong instrument for the UK's relationship with the EU. It imposes a quantified economic
cost of £15 billion in foregone GDP, exposes the UK to structural litigation from both EU and
non-EU trading partners simultaneously, creates irresolvable conflicts with the UK's CPTPP
obligations, and is unnecessary because the border friction the Government seeks to
eliminate can be addressed through mutual recognition and unilateral recognition without
any of these costs. The alternative the Competere Foundation recommends is a mutual
recognition agreement modelled on the EU-New Zealand veterinary arrangement, which
delivers equivalent friction reductions while preserving the UK's regulatory autonomy, its
external trade policy leverage, and its ability to generate the pro-competitive growth on
which the UK's fiscal position depends.

5.1 What is dynamic alighment? How does dynamic alignment operate
under EU agreements with non-EU countries other than the UK?

Dynamic alignment is a treaty arrangement under which a non-EU country commits to
adopting EU regulatory changes into its domestic law continuously as they occur, rather
than agreeing a fixed set of standards at the point of signature. It differs fundamentally from
mutual recognition, under which each party retains its own rulebook while accepting the
other's products as meeting equivalent standards, and from equivalence, under which an
importing country accepts that a partner's different regulatory measures achieve the same
level of protection. The nature and consequences of this arrangement are set out in full
above.

Dynamic alignment operates in practice through two principal models outside the UK. The
firstis the European Economic Area (EEA) Agreement, under which Norway, Iceland and
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Liechtenstein are required to incorporate EU single market legislation into their domestic
legal systems as it is adopted. The EEA Joint Committee formally incorporates each new EU
actinto the agreement, and the EEA states are then treaty-bound to implement it within
agreed timeframes. Norway has no vote in the EU institutions that draft and adopt these
acts. It participates in expert committees at the technical drafting stage, giving it what the
EU terms decision-shaping access, but once legislation passes to the European Parliament
and the Council of Ministers, Norway's participation ends. Although the EEA Agreement
contains a formal right of reservation under Article 102 which theoretically allows an EEA
state to decline to implement a new EU rule, this right has never been successfully
exercised in thirty years of EEA operation. The consequence of exercising it is the
immediate suspension of the relevant sector of the trade agreement, a threat sufficiently
severe that it functions as a permanent deterrent.*?

36. The second model is Switzerland's complex web of bilateral agreements with the EU.
Switzerland is not in the EEA but has negotiated over one hundred sectoral agreements that
in many areas replicate the practical effect of dynamic alignment. In SPS-relevant sectors,
Switzerland aligns many of its food safety, veterinary and plant health measures with the
EU and must update those measures when the EU does. In some areas, notably chemicals
regulation under REACH and medical devices, Switzerland has refused dynamic alignment
and accepted the resulting friction as the price of regulatory autonomy. Following the
collapse of negotiations on the EU-Swiss Institutional Framework Agreement in 2021, the
European Commission made clear that it will not offer another Swiss-style bespoke
bilateral arrangement to any new partner.>* The Bilaterals Il package currently being
negotiated confirms that the EU is tightening the terms of alignment, not loosening them.
Dynamic alignment does not exist in any other major trading architecture. It is a feature of
arrangements in which one party accepts regulatory subordination to the EU in exchange
for market access, a category that does not and should not include the UK.

53 Tribune Magazine, "Norway's Bad Deal," January 2019, tribunemag.co.uk; UK in a Changing Europe, "Facts
Behind the Claims: Norway," ukandeu.ac.uk.

5 New Statesman, "Why Switzerland's 'Nein' to Europe Holds Few Lessons for the UK," June 2021,
newstatesman.com; Cabinet Office, UK-EU Summit: Common Understanding (London: His Majesty's
Government, 19 May 2025).
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5.2 In developing its arrangements for dynamic alighment, are there
lessons that the UK should draw from: a) EFTA countries and
Switzerland? b) Northern Ireland under the Windsor Framework?

a) EFTA Countries and Switzerland

The primary lesson the UK must draw from the experience of the EEA countries and
Switzerland is that partial alignment does not protect a domestic economy from the
negative effects of the EU's anti-competitive regulatory regime. The evidence from these
countries is a warning.

Norway is the most instructive case. Although agriculture and fisheries are technically
excluded from the core EEA Agreement, dynamic alignment still forces Norway to apply
restrictive EU SPS regulations across significant product areas, suppressing domestic
innovation in addition to distorting trade. In June 2023 a Norwegian public committee,
established by the Norwegian government in 2020 to assess gene technology regulation,
found by a majority of seven to four that existing regulations create obstacles to realising
the full potential of new technologies such as genome editing and fail to stimulate socially
beneficial innovation.*® This finding is the direct consequence of Norway being locked into
the EU's precautionary regulatory model with no power to depart from it. Norway is also
required to ban imports of beef from animals treated with growth hormones and to prohibit
pathogen reduction treatments, precisely mirroring the EU's WTO-violating positions set
out above. The economic consequence of operating under this uncompetitive model is
severe. Norway must heavily subsidise its agricultural sector to compensate producers for
the artificially elevated costs imposed by EU-derived restrictions: producer support
averaged 47 percent of gross farm receipts in 2022 to 2024, the third highest level in the
OECD, against an OECD average of 19 percent.*® Norway's alignment delivers neither
regulatory quality nor trade advantage. It delivers an uncompetitive regulatory framework
that must be sustained by public subsidy.

Switzerland presents the same pattern. By aligning many of its SPS measures with the EU
through bilateral agreements, Switzerland maintains a moratorium on the cultivation of
biotechnology crops that has been in force since 2005 and has been extended four times.
The commercial consequence is stark: as of 2024, Switzerland had approved only four corn
varieties and one soybean variety as imported GMO products for food and feed use, against

% NCE Heidner Biocluster, "The Majority of the Norwegian Public Committee Recommends a Relaxation of
GMO Regulations for Precision Breeding," 9 June 2023, heidner.no.
5 QOECD, Agricultural Policy Monitoring and Evaluation 2025 (Paris: OECD Publishing, 2025), Norway chapter.
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the hundreds of approved biotechnology products available in the United States, Canada
and Australia.?” Switzerland has attempted to protect itself through selective carve-outs,
refusing alignment on chemicals regulation under REACH and, most recently, on the EU's
Medical Device Regulation. When Switzerland refused to align on medical devices in 2021,
the EU immediately severed the existing Mutual Recognition Agreement for that sector,
leaving Swiss medical technology companies to navigate third-country certification
requirements and double compliance costs overnight.>® The EU's response to that refusal
illustrates the fundamental asymmetry of any carve-out strategy: the EU determines what
exceptions are permissible, the EU determines when exceptions become incompatible
with the integrity of its single market, and the EU has the power to withdraw preferential
treatment the moment exceptions are exercised. Following the collapse of the Institutional
Framework Agreement negotiations in 2021, the European Commission made clear that it
will not offer another Swiss-style bilateral arrangement to any new partner.>® The Bilaterals
Il package currently being negotiated confirms that the EU is tightening the terms of
alignment, not expanding the scope for carve-outs.

The EFRA Committee, which supports the SPS agreement in principle, has already called
for Swiss-style carve-outs for animal welfare and precision breeding.®® The Norway and
Switzerland experience is the answer to that aspiration: those carve-outs, if obtained at all,
will be narrow, subject to EU veto, and progressively eroded. Partial alignmentis not a
stable resting place. It is a managed form of the same subordination.

b) Northern Ireland under the Windsor Framework

The experience of Northern Ireland under the Windsor Framework is the most direct and
proximate evidence available of what dynamic alignment produces in practice, and it has
been operating on UK territory for over four years. Northern Ireland has been subject to
moving EU goods regulation since the Withdrawal Agreement came into force, with the
practical result of a highly complex system of internal UK border controls, administrative
burdens and supply chain disruption that the Windsor Framework partially addressed but
did not resolve.

57 Biolytix, "GMOs in Feed and Food: Challenges for Producers and Analytical Laboratories," biolytix.ch.
%8 Shanker A. Singham, International Trade, Regulation and the Global Economy: The Impact of Anti-
Competitive Market Distortions (London: Routledge, 2025), chapters 3-4.

% New Statesman, "Why Switzerland's 'Nein' to Europe Holds Few Lessons for the UK," June 2021,
newstatesman.com.

% House of Commons Environment, Food and Rural Affairs Committee, UK-EU Agritrade: Making an SPS
Agreement Work, HC 1661, Session 2024-26 (5 February 2026).
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The costs imposed on businesses operating across the GB-NI-Republic of Ireland supply
chain are concrete and documented. Alex Freudmann, Managing Director of M&S Food,
has described trucks loaded in UK depots sitting idle for sixteen hours before departure to
the Republic of Ireland, armed with over 200 pieces of paper detailing requirements
including, as he noted, the Latin name of the chicken used in a Chicken Tikka Masala.
Products including fresh sausages, burgers and certain sandwiches cannot be sent from
GB to M&S's Irish stores at all under the existing Windsor Framework arrangements.®” M&S
has been among the businesses that have publicly welcomed the SPS agreement on the
grounds that it will eliminate this friction. That position is understandable from a
commercial perspective. The friction is real and its costs are substantial.

Itis, however, the wrong solution to a real problem. The friction M&S and other retailers
experience arises not from divergent standards between GB and the EU but from the
absence of any recognition arrangement and from the specific Windsor Framework
architecture that treats goods moving entirely within the UK customs territory as if they
were crossing an international regulatory border. The correct remedy is to reset the NI
relationship so that goods not at risk of entering the EU single market through Ireland have
UK rules applying, reserving EU controls only for goods genuinely at risk of onward
movement into the Republic. That solution would eliminate the friction M&S describes
without extending EU regulatory subordination to the whole of Great Britain. Dynamic
alignment does not solve M&S's problem in a targeted way. It solves it by making the rest of
GB subject to the same EU regulatory framework that NI already operates under, which is
the logic of the tail wagging the dog.®?

More fundamentally, the NI experience is not an advertisement for dynamic alignment. Itis
a demonstration of its constitutional and commercial consequences. The Windsor
Framework has produced exactly what dynamic alighment will produce at scale: rules
made in Brussels, implemented in the UK by the EU, binding on producers and retailers
who had no part in making them and no power to change them. The EFRA Committee has
acknowledged that the NI experience raises serious questions about how dynamic
alignment of the same kind would operate in GB.%* The Government has presented the NI
alignment problem as a reason to align GB. The more accurate conclusion is that the NI

5! Alex Freudmann, Managing Director of M&S Food, statement quoted on gov.uk, 9 March 2026; Grocery
Gazette, "EU Trade Deal Gets Positive Response from Grocery Sector," 20 May 2025, grocerygazette.co.uk;
Food and Drink Digital, "M&S: Will a Brexit Border Deal Ease Supply Chain Woes?", fooddigital.com.

52 Shanker A. Singham and Robert Tylecote, Plan A+: Creating a Prosperous Post-Brexit UK, IEA Discussion
Paper No. 95 (London: Institute of Economic Affairs, 2019), 51. Singham, Tylecote and Hewson, Freedom to
Flourish, 59-62.

8 House of Commons Environment, Food and Rural Affairs Committee, HC 1661 (5 February 2026).
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experience is a reason to resolve Nl's situation by a different mechanism and to avoid
replicating it in GB.

5.3 Can formal decision-shaping by non-EU states deliver real influence
over the EU law to which it applies? If so, what institutional arrangements
and resources should the UK Government have in place?

No non-EU country has ever successfully forced the EU to alter, abandon or rewrite an SPS
regulation to suit its domestic interests. The evidence from the countries that have
operated under dynamic alignment is unambiguous and structural rather than contingent
on institutional design or resource levels.

The EEA Agreement gives Norway, Iceland and Liechtenstein participation rights in EU
technical committees at the drafting stage of new legislation. Norwegian scientists can
submit data and raise concerns during early drafting. Once a draft leaves the technical
committee and proceeds to the European Parliament and the Council of Ministers, the EEA
state has no vote and no legal mechanism to prevent adoption.® The distinction the EU
draws between decision-shaping and decision-making is explicit in its own treaty
architecture. Norway has sat on the EEA Joint Committee and participated in EU regulatory
discussions since 1994, yet has been unable to prevent the adoption of unscientific
pesticide residue limits, biotechnology moratoria, or the hormone-treated beef ban, all of
which actively damage its agricultural sector.® If Norway, with its formal institutional seat
and three decades of participation, cannot shape EU SPS rules in its favour, the UK's more
limited consultation access will achieve nothing.

The EEA Agreement contains a formal right of reservation under Article 102 which
theoretically allows an EEA state to decline to implement a new EU rule. In practice thisis a
trade suicide pact: if a non-EU country refuses to adopt a new rule, the EU has the legal
right to immediately suspend the entire relevant sector of the trade agreement. The
economic punishment is so severe that the reservation has never been successfully used
in thirty years of EEA operation.®® Dynamic alignment creates what political scientists and
economists recognise as a severe democratic deficit. A regulation is written by foreign
regulators, passed by a foreign parliament, and effectively transmitted to the domestic
legislature, which is then treaty-bound to implement it within a strict timeframe. If that

54 Shanker A. Singham and Robert Tylecote, Plan A+: Creating a Prosperous Post-Brexit UK, IEA Discussion
Paper No. 95 (London: Institute of Economic Affairs, 2019), 51.

% Tribune Magazine, "Norway's Bad Deal," January 2019, tribunemag.co.uk; UK in a Changing Europe, "Facts
Behind the Claims: Norway," ukandeu.ac.uk.

% Tribune Magazine, "Norway's Bad Deal," January 2019, tribunemag.co.uk.
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legislature refuses, even where the rule severely damages local farmers or contradicts
domestic scientific evidence, the EU will initiate dispute resolution or cut off market
access.®’

The EU's standard-setting architecture reinforces this structural exclusion. The 2022
European Standardisation Strategy amended the EU Standardisation Regulation to exclude
bodies outside the European Economic Area from formal voting on European technical
standards, with that amendment taking effect on 9 July 2023, directly excluding the British
Standards Institution from voting on standards that underpin EU law.®® In the SPS field
specifically, regulatory outputs are determined by European Food Safety Authority
scientific opinions and Commission implementing regulations rather than through the ESO
technical standards process. The hazard-based precautionary principle means regulatory
outcomes are driven by political commitments rather than by scientific evidence, and any
attempt to shape decisions toward science-based or less trade-restrictive outcomes will
be structurally resisted at every stage.®®

To answer the Committee's question directly: the only appropriate institutional posture is
to scrap the dynamic alighment proposal and redirect those resources toward mutual
recognition and equivalence. The UK's actual leverage is its position as the EU's single
largest agrifood export market, representing 23 percent of total EU agrifood exports.” That
leverage operates through negotiation as an independent trading partner. Once dynamic
alignment is agreed it evaporates, because the EU's effective threat becomes withdrawal of
TCA access altogether rather than loss of the UK's goodwill as a negotiating partner. No
level of staffing in London, Brussels or national capitals can substitute for that
fundamental negotiating power.

5.4 Are current arrangements for parliamentary scrutiny adequate? What

would an ideal system comprise?

Parliamentary scrutiny of any kind would be irrelevant in the case of dynamic alignment.
The requirement to introduce a new reset Bill specifically to create parliamentary scrutiny
mechanisms confirms that the existing framework cannot accommodate continuous EU

7 Singham and Tylecote, Plan A+, 51.

% House of Commons European Scrutiny Committee, Seventeenth Report of Session 2022-23 (London:
House of Commons, 2023), paras 1.5-1.6.

% The Growth Commission, "Growth Commission Urges Ministers to Junk EU Alignment Plan that Could Cost
£15 Billion," press release, 24 February 2026, growth-commission.com.

7 European Commission, Monitoring EU Agri-Food Trade: Developments in 2024 (Brussels: European
Commission, April 2025).
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rule reception. The Constitutional Reform and Governance Act 2010 provides Parliament
with 21 sitting days to consider a treaty before ratification.” It was designed for discrete
treaty events, not for the continuous absorption of an evolving foreign regulatory corpus.
The House of Lords Call for Evidence itself acknowledges that dynamic alignment
represents a significant constitutional development with important implications for the
role of Parliament.

Three structural problems make adequate scrutiny impossible in practice regardless of
what the reset Bill provides. First, the House of Commons European Scrutiny Committee
was disbanded in 2024, removing the only dedicated parliamentary mechanism for
reviewing incoming EU legislation. Under dynamic alighment Parliament would absorb a
continuous stream of new EU rules with no specialist committee equipped to assess them.
Second, SPS policy is substantially devolved. The Sewel Convention requires Westminster
to seek legislative consent from Holyrood, the Senedd and Stormont before legislating on
devolved matters. Dynamic alignment will generate a continuous sequence of EU
regulations touching devolved competence, and the Government's implementation plans
contain no credible account of how consent will be sought and obtained across four
legislatures on a rolling basis. Third, the EU adopts SPS regulation at a pace that
parliamentary timetables structurally cannot match.

The scale of that challenge is best understood in two layers. At the macro level, omnibus
regulatory packages periodically rewrite entire sectors: the Animal Health Law (Regulation
2016/429) and the Official Controls Regulation (2017/625) consolidated dozens of older
directives into single instruments, and the Food and Feed Safety Simplification Omnibus
package, proposed by the European Commission on 16 December 2025, represents the
current wave of structural reform.”? At the micro level, the pace of change is relentless. The
EU submitted 147 formal WTO SPS notifications in 2024 alone, an 18 percent increase on
the previous year, covering significant regulatory changes to its SPS measures.”® This
captures only the formal notifications. Pesticide maximum residue levels are updated on a
near-continuous basis: the European Commission published MRL-amending regulations in
April 2024, January 2025 and June 2025, with the European Food Safety Authority
maintaining a rolling review programme under which hundreds of active substances are

"' House of Lords International Agreements Committee, debate on treaty scrutiny, 16 March 2026,
parallelparliament.co.uk.

72 European Commission, press release, "Simpler Food and Feed Safety Rules While Upholding High Health
Standards and Boosting Competitiveness of EU Producers," 16 December 2025, ec.europa.eu; Council
Regulation (EU) 2016/429 (Animal Health Law); Regulation (EU) 2017/625 (Official Controls Regulation).

73 Food Safety News, "EU Submits More SPS Notifications in 2024," 26 February 2025, foodsafetynews.com,
citing European Commission DG SANTE SPS Activity Report 2024.
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under assessment at any given time.”* Animal health emergency measures are issued
within days of outbreak confirmation: implementing regulations amending African Swine
Fever restricted zones were issued on 20 November 2024, 27 November 2024, 19
December 2024 and 23 January 2025 in rapid succession following outbreak
developments.”® Defra's legislation in scope document of 9 March 2026 identifies at least
76 pieces of EU legislation for initial alighment, and that figure will grow as the Farm to Fork
strategy continues to drive regulatory output.”®

The practical consequence of this pace of change for UK businesses is illustrated by EU
Regulation 2024/2895, which takes effect on 1 July 2026 and requires that Listeria
monocytogenes must not be detectable in 25 grams of ready-to-eat food throughout its
entire shelf life, including cold smoked salmon. The UK's own Chilled Food Association
stated that the existing legislation was effective when enforced and did not need
changing.”” Under dynamic alignment the UK would be required to implement this
regulation with no domestic scientific assessment, no parliamentary vote on its merits and
no ability to retain the previous standard. There will be no time to adequately assess the
impact of such changes on specific UK businesses and UK consumers before the
obligation to implement them falls due.

An ideal parliamentary scrutiny system would need to do three things the current proposal
does not do. The Competere Foundation recommends that it must institute a mandatory
competition filter, overseen by the Better Regulation Executive within the Cabinet Office,
requiring every incoming EU rule to be subjected to a Regulatory Impact Assessment that
specifically identifies whether the regulation limits the number of firms, increases barriers
to entry or affects market share. Where any of those risks are present, the system must
trigger automatic involvement of the Competition and Markets Authority, which must
publicly evaluate the anti-competitive cost to consumer welfare before Parliament votes.’®

74 European Commission, EU Pesticides Database and MRL legislation page, food.ec.europa.eu, showing
Commission Regulations (EU) 2024/1076 (April 2024), 2025/115 (January 2025) and 2025/1163 (June 2025);
European Commission, Q&As on Pesticides, food.ec.europa.eu.

7S European Commission, "Chronology of Main Initiatives Taken or Supported by the European Commission
on African Swine Fever," food.ec.europa.eu, showing Commission Implementing Regulations (EU) 2024/2928,
2024/2976, 2024/3245 and subsequent January 2025 measure.

76 Department for Environment, Food and Rural Affairs, UK-EU SPS Agreement: Legislation in Scope (London:
HM Government, 9 March 2026), gov.uk; UK in a Changing Europe, "Full Speed Ahead on SPS Alignment,"
March 2026, ukandeu.ac.uk.

77 Commission Regulation (EU) 2024/2895 of 20 November 2024, applicable from 1 July 2026;
SeafoodSource, "EU Sets New Rules Regarding Listeria Contamination, Frustrating Smoked Salmon Industry,"
seafoodsource.com.

78 Shanker A. Singham, Trade Policy in the Trump Administration: Advancing Reduction of Anti-Competitive
Market Distortions (Washington DC: Competere Foundation, August 2025).
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It would need to give the devolved legislatures genuine legislative consent rights, not
merely consultation rights, over incoming EU rules that touch devolved competence.
Without this the scrutiny framework is constitutionally defective from the outset. And it
would need to provide Parliament with the power to reject an incoming EU rule where the
CMA has found net anti-competitive damage, without that rejection automatically
constituting a breach of the alighment commitment. That third requirement exposes the
fundamental incoherence of dynamic alignment as a constitutional arrangement: a
scrutiny system that can actually say no is incompatible with the legal structure of the
commitment. A scrutiny system that cannot say no is ratification, not scrutiny.

5.5 What impact are the three new UK-EU agreements likely to have on
UK GDP?

This submission addresses the SPS agreement and energy only. The Competere
Foundation's analysis and modelling concern that agreement and the impact of dynamic
alignment in the energy sector specifically.

The Government has stated that the SPS agreement could add up to £5.1 billion a year to
the UK economy in the long run.”® That figure captures the trade facilitation benefits of
reduced border friction: fewer export health certificates, removal of routine physical
inspections and faster movement of perishable goods. The independent academic analysis
underpinning even the most optimistic pro-alignment assessments estimates the long-run
GDP benefit of an SPS agreement at approximately 0.1 percent of GDP, because while
agrifood export volumes could rise substantially, agrifood trade represents a small share of
the overall economy.®’ The Centre for European Reform has described the macroeconomic
GDP impact as "not macroeconomically significant."®’

The Growth Commission's SRB-y modelling incorporates those same trade facilitation
benefits within its calculation. Having done so, it produces a net figure of negative £15
billion, equivalent to a 0.5 percent reduction in UK GDP.#2 This is not a contradiction. The

9 Foreign Affairs Committee, From a Common Understanding to Common Ground, Session 2025-26 (House
of Commons, 2026), citing Government estimate.

8 Jun Du, Greg Messenger and Oleksandr Shepotylo, "Enhancing the Brexit Deal: Exploring the Impact of a
UK-EU Veterinary Agreement on Agri-food Trade," Aston University Centre for Business Prosperity (2024), as
cited in Centre for European Reform, "The Gap Between the Brexit Reset Rhetoric and the Reality," cer.eu;
University of Bristol Law School, "Veterinary Deal Would Increase UK Agrifood Exports to EU by More Than a
Fifth," bristol.ac.uk (2024).

81 Centre for European Reform, "The Gap Between the Brexit Reset Rhetoric and the Reality," cer.eu;
Euronews, "Farmers Set to See Lower Trading Costs from Closer EU-UK Ties," 20 May 2025, euronews.com.
82 The Growth Commission, "Growth Commission Urges Ministers to Junk EU Alignment Plan that Could Cost
£15 Billion," press release, 24 February 2026, growth-commission.com; Shanker A. Singham, International
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reason the net figure is negative despite incorporating the trade facilitation upside is that
the ACMD damage flowing from the EU's hazard-based precautionary regulatory approach
operates through an entirely different and far larger mechanism than border friction
reduction captures. The SRB-y model measures the impact of regulation on the three
foundational pillars of GDP per capita growth: Domestic Competition (DC), International
Competition (IC) and Property Rights (PR). Dynamic alignment degrades all three.®?

Regulatory costs impose deadweight losses on an economy, but where those costs also
limit competition and exclude new entrants, their impact far exceeds what compliance
cost estimates capture. The entire competitive dynamic of the affected markets is
degraded. The EU's own SPS rulebook already imposes approximately €39 billion annually
on the 27 member states through ACMDs of this kind.?* The UK would be voluntarily
importing those same distortions. The Growth Commission calculates that the UK's total
regulatory burden already imposes approximately £143 billion in costs, equivalent to 6
percent of GDP.#5 Dynamic alignment would permanently foreclose the pro-competitive
regulatory reform that is the only credible path to reducing that burden. Having left the EU,
the UK possesses significant regulatory headroom relative to other major economies. The
£15 billion figure represents the deadweight cost of surrendering that headroom and
locking in the EU's stagnant regulatory trajectory instead.

The economic damage extends well beyond domestic supply chains. As previously
established, a country's external trade policy is entirely dependent on its domestic
regulatory settings.®® By adopting the EU's method-based SPS barriers, the UK destroys its
ability to negotiate high-value independent trade deals with major agricultural exporters.
The specific costs to the UK's relationship with the United States and to its CPTPP
obligations are set out earlier in this submission and represent substantial additional
losses compounding the domestic £15 billion figure.

The same logic applies, at far greater scale, in the energy sphere. Dynamic alignment with
the EU’s ETS, CBAM and related energy policies would not merely impose additional
compliance obligations on carbon-intensive sectors. It would lock the UK into a high-cost

Trade, Regulation and the Global Economy: The Impact of Anti-Competitive Market Distortions (London:
Routledge, 2025), chapters 3-4.

8 Singham, International Trade, Regulation and the Global Economy, chapters 3-4.

84The Growth Commission, press release, 24 February 2026, growth-commission.com.

8 The Growth Commission, Report 3 (September 2023); The Growth Commission, press release, 24 February
2026, growth-commission.com.

8 Shanker A. Singham, Trade Policy in the Trump Administration: Advancing Reduction of Anti-Competitive
Market Distortions (Washington DC: Competere Foundation, August 2025).
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energy model that already leaves British industry at a material disadvantage relative to
major competitors, foreclose the 21 to 25 percent reduction in energy costs modelled
under an independent unwind of ETS, CBAM and renewable subsidy distortions, and
prevent the DC and IC score improvements through which those reductions would feed
into higher GDP per capita growth. The SRB-y ACMD model estimates that the economic
gains permanently foreclosed by such alignment amount to more than £606 billion
cumulatively across 2026 to 2036, reaching approximately £131 billion per year by the end
of the period. In other words, just as SPS dynamic alignment would trade a limited border-
friction gain for a much larger loss of regulatory headroom, energy alignment would lock
the UK into a structurally distortionary high-cost regime at the price of a major
competitiveness and growth dividend. A full analysis of the costs of dynamic alignment
with the EU’s ETS is detailed in section 6 of this report.

5.6 Should the UK make a financial contribution to the EU or EU policies
as part of its dynamic alighment agreements? Is there a level of
contribution that would mean that such agreements do not represent
value-for-money for the UK?

The UK should make no financial contribution to the EU or its policies as part of a dynamic
alignment agreement. The principal beneficiary of any such agreement is the EU. The UK'is
the EU's single largest agrifood export market, absorbing 23 percent of total EU agrifood
exports at a value of €53.9 billion in 2024.%" It is the EU that has a structural commercial
interest in maintaining frictionless access to the UK market, not the reverse. The UK will
also pay a heavy price for dynamic alignment in tariffs faced in the U.S. market and in the
erosion of its CPTPP concessions. Indeed, the UK should be asking the EU, as the principal
beneficiary of the SPS dynamic alignment agreement, to compensate it for those costs.
There is a precedent for compensatory adjustment where accession to a customs union
worsens third-country market access. Following the 2004 EU enlargement, which included
Hungary, the European Communities entered WTO procedures under GATT Article XXIV:6
and Article XXVIIl to address compensatory adjustments arising from the adoption by the
new member states of the EU Common External Tariff, which increased tariffs on certain
imported products.®

8 European Commission, Monitoring EU Agri-Food Trade: Developments in 2024 (Brussels: European
Commission, April 2025).

8 European Communities, “Article XXIV:6 Negotiations: Enlargement of the European Union, Communication
from the European Communities,” WTO Doc. G/SECRET/20, January 30, 2004,
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The European Commission has proposed two categories of financial contribution. The first
covers the operational costs of the EU's work in aligned policy areas, purportedly in
exchange for decision-shaping access. That access delivers no real influence. The UK
would have no vote, no right to block incoming rules, and no ability to shape outcomes that
the EU's own standard-setting bodies are constitutionally designed to determine
independently. Norway has held formal institutional participation rights in EU regulatory
discussions for three decades, participating in expert committees, sitting on the EEA Joint
Committee, and submitting scientific data at every drafting stage, yet has been unable to
prevent the unscientific pesticide residue limits, biotechnology moratoria, or hormone beef
bans that actively damage its agricultural sector.?®° Paying for consultation rights that
Norway has held for decades without being able to prevent a single EU SPS measure it
opposed is not value-for-money at any price.

The second proposed contribution is toward EU cohesion policy, which funds
infrastructure and development programmes in the EU's less developed regions. The
Cohesion Fund is by treaty design an instrument reserved exclusively for EU member states
whose gross national income per capita falls below 90 percent of the EU average.®® There is
no precedent in the history of EU external relations for a non-member state making
contributions to cohesion policy, and no legal or economic rationale for the UK to accept
one. The UK would be contributing to a fund explicitly designed to redistribute wealth within
the European Union, to the benefit of EU member states and their citizens, in exchange for
the privilege of adopting rules that damage the UK economy. It is an extraordinary
suggestion, especially for a trading partner in the difficult economic position of the UK.

As noted, the UK should be asking the EU for compensation for all the costs of dynamic
alignment vis-a-vis its trading partners. As demonstrated earlier, dynamic alignment will
inflict a net GDP loss of £15 billion by permanently foreclosing the regulatory headroom on
which pro-competitive growth depends.®’ It will expose the UK to sustained litigation from
both EU and non-EU trading partners simultaneously, trapped in the structural doom loop
identified earlier, where any attempt to respond to one set of legal obligations constitutes a
breach of the other.?? It will place at risk the preferential terms secured under the US-UK

8 Tribune Magazine, "Norway's Bad Deal," January 2019, tribunemag.co.uk; UK in a Changing Europe, "Facts
Behind the Claims: Norway," ukandeu.ac.uk.

9 European Parliament, "Cohesion Fund," Fact Sheets on the European Union, europarl.europa.eu; Treaty on
the Functioning of the European Union, Article 177.

%' The Growth Commission, "Growth Commission Urges Ministers to Junk EU Alignment Plan that Could Cost
£15 Billion," press release, 24 February 2026, growth-commission.com.

92 Shanker A. Singham and Robert Tylecote, Plan A+: Creating a Prosperous Post-Brexit UK, IEA Discussion
Paper No. 95 (London: Institute of Economic Affairs, 2019), 51.
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Economic Prosperity Deal, including the automotive quota of 100,000 vehicles per year at
10 percent tariff and the December 2025 Pharmaceutical Trade Deal under which UK
pharmaceutical exports valued at over £11 billion enter the US at zero tariff.°* Because
dynamic alignment inherently destroys domestic wealth, permanently traps the UK in a
declining regulatory trajectory, and devastates the UK's ability to negotiate independent
global trade deals, the underlying arrangement lacks value-for-money entirely. Any
financial contribution on top of those costs would mean the UK was effectively paying the
European Union for the privilege of committing a monumental act of self-harm.

5.7 What are the implications of the prospective agreement with the EU,
and of the Government's general policy of dynamic alignment with the
bloc, for the UK's trade relations with countries outside the EU, with
respect especially to the United States and the UK's membership of the
CPTPP?

Refer to section 3.2 of this report for a comprehensive analysis of the inevitable reactions
of the UK’s trading partners to dynamic alignment. Trade agreements have long extended
beyond tariffs and border measures. From the beginning, the multilateral trading system
reached domestic regulation through GATT disciplines such as Article lll on internal
regulatory treatment, and since the creation of the WTO in 1994 it has done so expressly
through the agreements on SPS measures and on Technical Barriers to Trade (TBT).%* The
US's evolving trade policy is explicitly focused on regulatory barriers and inside-the-border
issues.®” The fact that the UK plans to cede its regulatory authority to Brussels means it
cannot satisfy the regulatory, SPS and TBT provisions of these agreements. If a trading
partner raises a complaint about the UK's regulatory system in any of these areas, only
Brussels could effect the sought change.

The consequence is a structural choice with no good outcome. The US and CPTPP partners
have a track record of maintaining trade complaints about the EU's SPS regime: at the

% House of Commons Library, "US Trade Tariffs," CBP-10240, updated 25 March 2026,
commonslibrary.parliament.uk; The Growth Commission, press release, 24 February 2026, growth-
commission.com.

9 General Agreement on Tariffs and Trade 1994, arts. lll and XX, Marrakesh Agreement Establishing the World
Trade Organization, Annex 1A, Apr. 15, 1994, 1867 U.N.T.S. 190; Agreement on the Application of Sanitary and
Phytosanitary Measures, Marrakesh Agreement Establishing the World Trade Organization, Annex 1A, Apr. 15,
1994, 1867 U.N.T.S. 493; Agreement on Technical Barriers to Trade, Marrakesh Agreement Establishing the
World Trade Organization, Annex 1A, Apr. 15, 1994, 1868 U.N.T.S. 120.

% Shanker A. Singham, Trade Policy in the Trump Administration: Advancing Reduction of Anti-Competitive
Market Distortions (Washington DC: Competere Foundation, August 2025); Cabinet Office, UK-EU Summit:
Common Understanding (London: His Majesty's Government, 19 May 2025).
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March 2026 WTO SPS Committee meeting, members raised a record 76 specific trade
concerns, with EU measures on pesticides, contaminants, endocrine disruptors and
veterinary medicinal products among the subjects of sustained challenge.®® They will bring
those same complaints against the UK once its rulebook is dynamically aligned to the EU's.
The UK would then face a choice between two damaging options: accepting the resulting
trade sanctions and increased barriers from countries with whom it has secured hard-won
trade deals, or dropping out of the dynamic alignment agreement, which could trigger
adverse action by the EU under the TCA.*” Both outcomes would damage the UK economy
and lead to increases in the ten-year gilt rate, significantly increasing borrowing costs. Itis
highly questionable whether the UK could remain in the CPTPP at all if it follows a dynamic
alignment course. Even if it could, it would be placing its most important external trade
relationships in a position of permanent vulnerability.

The UK would also have no way of assuring its trading partners of continued compliance
with its FTA or WTO obligations given the direction of travel of EU SPS regulation, which
becomes more restrictive over time rather than less.® Trading partners will additionally be
concerned that the UK in the EU SPS zone will act as an accelerator of the Brussels effect,
under which more and more countries are pressured into adopting EU-type regulatory
approaches. The United States, Canada, Australia and New Zealand, as major agricultural
exporters, can be expected to react strongly against this, particularly since they had
assumed that the UK's departure from the EU's regulatory zone would mean it would act as
a counterweight to that effect rather than a vehicle for it.%

The full quantification of the US economic damage, the specific EU-derived barriers that
render the Economic Prosperity Deal gains unrealisable, the detailed article-by-article
CPTPP SPS legal analysis, and the Chapter 25 Regulatory Coherence obligations that
dynamic alignment makes impossible to honour are set out comprehensively above. The
Committee is directed to that section for the complete treatment of those issues. One
dimension warrants particular emphasis here. Dynamic alignment raises a question of
basic rule of law coherence that the Committee should address directly. The Government
has repeatedly and publicly declared its commitment to upholding international law as an
absolute principle, including in cases where doing so was demonstrably against the
national interest. It is therefore remarkable that the same Government is how pursuing a

% WTO, "Members Review Record SPS Trade Concerns," news item, 11 March 2026, wto.org.

9 Shanker A. Singham and Robert Tylecote, Plan A+: Creating a Prosperous Post-Brexit UK, IEA Discussion
Paper No. 95 (London: Institute of Economic Affairs, 2019), 51.

% WTO, "Members Review Record SPS Trade Concerns," 11 March 2026, wto.org.

% The Growth Commission, "Growth Commission Urges Ministers to Junk EU Alignment Plan that Could Cost
£15 Billion," press release, 24 February 2026, growth-commission.com.
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policy that places the UK in potential breach of its binding treaty obligations under the
CPTPP, a twelve-nation agreement representing 15 percent of global GDP.' For a
Government that presents fidelity to international law as a core value, this contradiction is
a fundamental failure of policy coherence.

5.8 What issues does prospective UK dynamic alighment raise for the
UK's devolved administrations and legislatures? How should the UK
Government and Parliament engage with the devolved administrations
and legislatures in a system of dynamic alignment?

The first thing to be said is that you cannot devolve regulatory power you do not have. While
the UK was an EU member, SPS regulation was firmly a matter of Brussels authority. Any
notion that SPS measures are devolved is accurate only to the extent that Brussels itself
chose to devolve those powers to member states. There are areas where Brussels has
permitted member state discretion: certain aspects of gene technology for animal feed,
and neonicotinoid treatment of crops, have both been subject to member state
determination.’® The devolved nations of the UK could in principle make choices in these
areas. But there are comparatively few of them, and the direction of travel is unmistakably
toward withdrawal of even these limited concessions and further centralisation of
regulatory authority in Brussels. The Court of Justice of the European Union confirmed in
January 2023 that member state emergency derogations permitting neonicotinoid use are
not lawful where Brussels has imposed a central ban.’ Under dynamic alignment, itis
therefore unlikely that the devolved nations would be able to exercise any meaningful
regulatory power in the SPS field.

Dynamic alignment creates a permanent constitutional problem for the devolved
administrations that no intergovernmental process can resolve.' SPS policy falls
substantially within the legislative competence of Scotland, Wales and Northern Ireland.
Each devolved administration has its own agricultural policy framework, its own food
standards bodies, and its own democratic mandate. But the negotiation of international

190 CPTPP treaty text; The Growth Commission, press release, 24 February 2026, growth-commission.com.
9 Shanker A. Singham, Trade Policy in the Trump Administration: Advancing Reduction of Anti-Competitive
Market Distortions (Washington DC: Competere Foundation, August 2025); European Commission,
"Neonicotinoids," food.ec.europa.eu, confirming member state discretion to grant emergency authorisations
under Article 53 of Regulation (EC) No 1107/2009.

192 Court of Justice of the European Union, Case C-162/21, judgment of 19 January 2023, confirming that
member state emergency derogations for neonicotinoids are unlawful where the European Commission has
formally banned the substance; French Conseil d'Etat ruling confirming the same, 2023.

1% House of Commons Environment, Food and Rural Affairs Committee, UK-EU Agritrade: Making an SPS
Agreement Work, HC 1661, Session 2024-26 (5 February 2026).
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agreements is reserved to Westminster. Under a normal trade deal that tension is
manageable. Under dynamic alighment, every future EU SPS regulation automatically
becomes binding on the devolved administrations without any act of their own legislatures,
without any vote by their elected representatives, and with no meaningful power of refusal.
No Joint Ministerial Committee meeting and no Sewel Convention motion can restore
authority once it has been surrendered through a dynamic alignment commitment.'
Dynamic alignment does not merely take away UK sovereignty at Westminster. It
extinguishes whatever SPS regulatory sovereignty the constitutional settlement had
allocated to the UK's nations.

Northern Ireland demonstrates what this looks like in practice. The application of moving
EU standards under the Windsor Framework has produced internal border controls,
administrative burdens and unsound risk categorisations that have disrupted trade and
generated sustained political grievance, as set out earlier.’® The proposed SPS agreement
would extend that constitutional and commercial logic to Great Britain, governing Scotland
and Wales across a large portion of their domestic agricultural policy remit through rules
made in Brussels and implemented through Westminster. The EFRA Committee, which
supports the policy in principle, warned of a considerable risk of delays and regulatory
chaos.® Supporters of alignment accepting that risk is itself significant evidence of how
unmanageable the devolved dimension will prove. Since EU rules already apply in Northern
Ireland, itis to Brussels that Northern Irish producers must separately go when they seek
regulatory change, because Westminster has no power to assist them.'”” That process
would be replicated in Scotland and Wales after dynamic alignment, creating further
constitutional distance between the UK's nations and Westminster, a fact that the EU could
exploit in any ongoing negotiations where the UK was proving resistant to further demands.

The practical damage to specific devolved policy ambitions is concrete. Scotland has a
distinct and active policy debate on precision breeding and agricultural biotechnology.
Industry stakeholders including NFU Scotland formally called on the Scottish Government
in 2024 to establish an expert working group on the subject, citing Scotland's unique pests,

%4 House of Commons Environment, Food and Rural Affairs Committee, UK-EU Agritrade: Making an SPS
Agreement Work, HC 1661, Session 2024-26 (5 February 2026).

1% House of Commons Environment, Food and Rural Affairs Committee, HC 1661 (5 February 2026).

% 1bid

197 Shanker A. Singham and Robert Tylecote, Plan A+: Creating a Prosperous Post-Brexit UK, IEA Discussion
Paper No. 95 (London: Institute of Economic Affairs, 2019), 51.
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diseases, local research institutions and plant breeding businesses.'*® Dynamic alignment
would lock Scotland into the EU's unscientific moratorium on these technologies
indefinitely, overriding the judgement of Holyrood and Scottish scientific advisory bodies,
because the UK would no longer have authority to devolve in this area. Wales operates its
own agricultural support framework under the Sustainable Farming Scheme, calibrated to
Welsh Sustainable Land Management objectives and Welsh farming conditions, which
entered its transition period from January 2026.°° Welsh farmers under dynamic alignment
would be required to comply with EU pesticide regulations, MRL requirements and food
production standards that the Senedd had no part in creating and no power to amend. The
EU's SPS rulebook was designed for a bloc of 27 member states with very different
agricultural structures.' Rolling it automatically across Scotland, Wales and Northern
Ireland in perpetuity is an act of regulatory recklessness on top of a constitutional one.

The Government should not be desighing a devolved engagement model for dynamic
alignment. The devolution dimension compounds the case, already made on economic,
trade and rule of law grounds throughout this submission, for abandoning the policy
entirely and pursuing the mutual recognition framework that resolves the border friction
problem without any of these constitutional consequences.

5.9 What actions need to be taken and arrangements put in place, in
legal, institutional and practical terms, before UK dynamic alighment
under the three prospective agreements is operating fully and smoothly?
How long might this process take?

Fullimplementation of dynamic alighment would require, at minimum: primary legislation
establishing a transposition mechanism for future EU rules; Sewel Convention engagement
across four legislatures; continuous resourcing of the Food Standards Agency, Food
Standards Scotland, port health authorities and the Animal and Plant Health Agency to
monitor and implement incoming EU regulations on a rolling basis; reconfiguration of
border infrastructure to implement the changed inspection regime for rest of world
imports; and industry adaptation across sectors where the scale of divergence since 2020
is addressed below.

1% NFU Scotland, Agricultural Industries Confederation and GB Potatoes, letter to Scottish Government
calling for an expert working group on precision breeding, October 2024, as reported by ISAAA Crop Biotech
Update, isaaa.org, 30 October 2024.

%9 Welsh Government, Sustainable Farming Scheme: Outline Proposals from 2025, gov.wales; AHDB, "Welsh
Government Reveals Details of Sustainable Farming Scheme," ahdb.org.uk.

" Singham, Trade Policy in the Trump Administration (Competere Foundation, August 2025).
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75. The primary legislation requirement deserves emphasis. Binding future parliaments and
binding a country's entire regulatory regime to the jurisdiction of another sovereign
legislature is a constitutional act of the first order. The Product Regulation and Metrology
Act 2025, which received Royal Assent on 21 July 2025, provides the directly applicable
precedent: primary legislation establishing the overarching framework for consumer
product and toy regulations, on which statutory instruments then flow to implement the
specific rules.” An SPS alignment framework of enormously greater scope and
constitutional significance requires exactly the same approach: a primary enabling Act
before any statutory instrument transposition can lawfully proceed.

76. Defra's legislation in scope document of 9 March 2026 identifies at least 76 pieces of EU
legislation for initial alignment, and that figure will grow as the Farm to Fork strategy
continues to drive regulatory output.'? The farming sector, speaking through the EFRA
Committee inquiry, has called for transition periods of at least 24 months in high-
divergence areas to allow production practices, labelling systems and compliance
infrastructure to adapt. The EFRA Committee itself, which supports the policy in principle,
has already warned of a considerable risk of delays and regulatory chaos."™ The
Government's stated target of completing implementation by mid-2027 is not credible on
any realistic assessment of the legal, institutional and practical requirements set out
above. Realistic full implementation is a multi-year undertaking, at a cost to the public
purse the Government has not yet disclosed.”™

77. The scale of that burden is compounded by the fact that the Government has published no
Regulatory Impact Assessment, no sector-specific cost estimates, no timelines for
mandatory implementation costs and no schedule of required changes per subsector,
despite having acknowledged that slaughterhouses, meat processors, dairy producers,
food manufacturers, importers, exporters and retailers will all need to make changes as
alignment takes effect.”® Analysis drawing on benchmarks from previous regulatory
transitions of comparable scope indicates mere compliance cost ranges of £500 million to
£2.5 billion across the UK food industry for food hygiene alighment alone, with a further

" Product Regulation and Metrology Act 2025 (c.20), Royal Assent 21 July 2025, legislation.gov.uk; Jones Day,
"Product Regulation and Metrology Bill Receives Royal Assent," July 2025, jonesday.com.

"2 Department for Environment, Food and Rural Affairs, UK-EU SPS Agreement: Legislation in Scope (London:
HM Government, 9 March 2026), gov.uk; UK in a Changing Europe, "Full Speed Ahead on SPS Alignment,"
March 2026, ukandeu.ac.uk.

3 House of Commons Environment, Food and Rural Affairs Committee, UK-EU Agritrade: Making an SPS
Agreement Work, HC 1661, Session 2024-26 (5 February 2026).

14 House of Commons Environment, Food and Rural Affairs Committee, HC 1661 (5 February 2026).

15 Department for Environment, Food and Rural Affairs, UK-EU SPS Agreement: Legislation in Scope (London:
HM Government, 9 March 2026), gov.uk.
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£150 million to £600 million for plant health and biosecurity alighment, across
approximately 23,000 horticulture businesses handling some 300,000 tonnes of imported
plants annually in a sector valued at £5 billion to £7 billion per year.”'® The divergence the
Government will be asking those sectors to collapse is more extensive than its framing
implies. Since 2021, GB has changed hundreds of MRLs independently of the EU and has
granted automatic extensions to the approval of tens of pesticide active substances no
longer approved in the EU, divergence that dynamic alighment would retrospectively
collapse across every affected crop and supply chain.'” But as we have noted in section 3,
compliance costs are a mere fraction of the total cost of dynamically aligning to a
fundamentally anti-competitive regulatory system. The larger burden lies in the growth
foregone by locking the UK into a hazard-based, precautionary rulebook that suppresses
entry, protects incumbents, reduces innovation, lowers farm and food-sector output,
constrains trade-policy flexibility, and exposes the UK to litigation, fiscal pressure and
higher borrowing costs.

The Government's own published timeline confirms that the mid-2027 targetis not a
completion date. It represents the intended start of formal alighment, with the transition
period running from 2027 to 2029 and full operational alignment projected only from 2029
onwards.""® Detailed sector-specific guidance will not begin rolling out until May 2026,
leaving less than fourteen months between the commencement of that guidance and the
intended start of formal alignment, across a universe of at least 76 pieces of EU legislation
identified in Defra's legislation in scope document and a further pipeline of regulatory
changes the Government has not yet quantified.

The implementation timeline carries compounding external costs. Throughout the
implementation period, the UK would be exposed to ongoing CPTPP dispute settlement as
CPTPP partners challenge EU-derived rules that conflict with their treaty rights under
Articles 7.9, 7.8 and Chapter 25.""° Any US trade deal would be delayed or placed at risk for
the duration, given the US administration's focus on removing the specific EU-derived

"8 1bid

"7 pesticide Action Network UK, Divergence of GB and EU Pesticide Standards (April 2025), pan-uk.org;
Health and Safety Executive, Regulating Pesticides in the UK after Brexit, hse.gov.uk/pesticides/brexit.htm.
18 Department for Environment, Food and Rural Affairs, UK-EU SPS Agreement: Information for Businesses
(London: HM Government, 9 March 2026), gov.uk; Cabinet Office, UK-EU Summit Explainer (London: HM
Government, 19 May 2025), gov.uk.

"9 CPTPP, Articles 7.9(2), 7.8(6) and Chapter 25; The Growth Commission, "Growth Commission Urges
Ministers to Junk EU Alignment Plan that Could Cost £15 Billion," press release, 24 February 2026, growth-
commission.com.
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barriers that dynamic alignment would lock in permanently.’® The pharmaceutical and
automotive sectors would face immediate uncertainty: the December 2025
Pharmaceutical Trade Deal and the automotive quota provisions of the Economic
Prosperity Deal both depend on the UK maintaining the regulatory posture that dynamic
alignment would compromise.

The question of what implementation requires is best answered by recognising that the
same institutional bandwidth, directed instead at mutual recognition, would achieve
equivalent reductions in border friction without any of these costs. The Growth
Commission has identified two routes. First, a negotiated mutual recognition agreement
modelled on the EU-New Zealand veterinary agreement, which removed export health
certificates and routine border checks for red meat, poultry, dairy and seafood while New
Zealand retained full regulatory autonomy.’’ Given that the UK starts from near-complete
alignment after fifty years of EU membership, there is no structural reason a comparable
agreement is unavailable: since all SPS regulations were identical on the day of UK exit,
determining equivalence should be a relatively straightforward process, and a joint
committee could oversee any future managed divergence mechanism. The EU has
concluded precisely this kind of arrangement not only with New Zealand but with Canada
under the Comprehensive Economic and Trade Agreement, which established simplified
certificates and an SPS Joint Management Committee, and with Japan.'? Second, where a
negotiated MRA proves unachievable in the short term, the Growth Commission
recommends unilateral recognition. The UK has already applied this model successfully to
medicines approvals from the US, EU and Japan, and the same logic extends directly to
agrifood.'?3

The EU may contend that the New Zealand veterinary agreement is too old to serve as a
precedent for a modern arrangement. That argument is answered by CETA, which is a
recent agreement negotiated under modern EU trade policy frameworks, and which
contains precisely the kind of equivalence-based SPS provisions, including recognition of
underlying product regulation, that constitute the alternative model. The resources

120 House of Commons Library, "US Trade Tariffs," CBP-10240, updated 25 March 2026,
commonslibrary.parliament.uk; The Growth Commission, press release, 24 February 2026, growth-
commission.com.

21 Shanker A. Singham and Alden Abbott, Trade, Competition and Domestic Regulatory Policy (London:
Routledge, 2023), 157-159; The Growth Commission, press release, 24 February 2026, growth-
commission.com.

22 Shanker A. Singham, Fertile Ground: How the UK Agricultural Sector Can Thrive After Brexit (London:
Institute of Economic Affairs, April 2019), 58; Singham and Abbott, Trade, Competition and Domestic
Regulatory Policy, 157-159.

2 Trade Facilitation Commission, Ensuring Economic Growth (2024), 12, 19, 55.
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required to implement dynamic alignment smoothly would be far better deployed building
the mutual recognition framework that generates wealth rather than destroying it. The
Government should abandon dynamic alignment and pursue the New Zealand model
instead.

6. Impact of Alignment with European ETS, CBAM and
Other Energy Policies

We now examine the impact of alighment with EU energy policy. The European Union
Emissions Trading Scheme (ETS) linkage agreement is a distinct instrument with distinct
economic consequences, and the SRB-y model permits a quantification of those
consequences. The starting point for that quantification is the UK's existing energy cost
position. The UK already operates with domestic electricity prices that are among the
highest in the developed world, running at approximately three to four times the level
prevailing in the US and significantly above those of Canada, Australia, Korea and
Norway.'?* This structural disadvantage is in material part a product of policy: of the EU
ETS, of renewable energy subsidy regimes, and of the regulatory architecture surrounding
electricity generation and supply.’ Alignment with the EU's ETS would embed and deepen
that disadvantage by treaty obligation, removing the UK's ability to pursue the energy cost
reductions that are a precondition of improved competitiveness.’®

The scale of the UK's energy cost disadvantage relative to its major trading competitors is
illustrated in the graph below, drawn from the International Energy Agency's comparative
data on domestic electricity prices across major economies.'?’

24 Ewen Stewart, Raising the Bar: How to Transform Europe into a High GDP Growth Continent (London: The
Growth Commission, September 2025), 20, citing International Energy Agency, World Energy Prices (Paris:
IEA, 2024).

25 Shanker A. Singham, The Impact of Carbon Leakage Mechanisms on Growth (London: The Growth
Commission, October 2024), 21-22; Stewart, Raising the Bar, 19-21.

126 Singham, Carbon Leakage Mechanisms, 5-6.

27 International Energy Agency, World Energy Prices (2024), as reproduced in Ewen Stewart, Raising the Bar:
How to Transform Europe into a High GDP Growth Continent (Growth Commission, September 2025).

40



Domestic Electricity prices, 2024 (p/KWh)

40.00
35.00
30.00
25.00
20.00
15.00
10.00
0.00 I
\ 5 A (\ [ * b * G 2 A A
bo \x\ & (o,bo & o ’boo Q’b & ° @be, 3 \‘)("v & \‘@ N
¥ &P & AN P S e M
N 0 & v
& S S
S

Source: IEA (asterisk denotes latest data available, typically 2023)

84. The Growth Commission has applied the SRB-y ACMD model to evaluate the opportunity
cost to the UK economy of dynamic alignment with EU energy rules.'?® That modelling
draws on the Growth Commission's published analysis of the Carbon Border Adjustment
Mechanism (CBAM), which found that UK adoption of an EU-style CBAM could impose
GDP per capita losses of between £157 and £301 per person assuming current supply
chains remain in place, rising to between £210 and £653 per person if supply chains are
permitted to reorient toward lower-cost producers.’® The products currently subject to the
CBAM number seven: aluminium, ceramics, cement, fertiliser, glass, hydrogen, and iron
and steel."® A further 42 products are in the EU's pipeline, ultimately encompassing
everything to which the EU's Emissions Trading Scheme applies.'' Each product added to
that pipeline is a product removed from the UK's independent tariff schedule, progressively
weakening the integrity of the UK customs territory and eroding the sovereign trade policy
leverage that departure from the EU was designed to restore."®?

128 See Annex 1

2 Singham, Carbon Leakage Mechanisms, 2, 24.
130 |bid

31 bid, 25, 28.

32 |bid, 28.

41



85.

86.

87.

The ETS introduces several profound ACMDs into both European and global markets, with
the severe distortions manifesting across all three pillars of the SRB-y model."?

At the level of Property Rights, the foundational mechanism of the ETS relies on a
fundamental distortion. Emission allowances (EUAs) are essentially state-granted
privileges to emit carbon, yet the system artificially codifies and trades these privileges as if
they were property rights.'®* State-granted privileges carry no inherent right; they are
instruments of regulatory permission, not genuine entitlements. When the state intervenes
to turn those privileges into tradeable instruments, particularly through the initial phases of
giving them away for free to industrial incumbents, ordinary market forces and the private
sector which relies on them are crowded out. Emissions reductions cease to be driven by
voluntary exchange and genuine innovation, and the market becomes captured by
regulatory compliance instead, destroying wealth most notably through the windfall profits
phenomenon, where legacy energy and industrial companies passed the opportunity cost
of their freely allocated allowances onto consumers, enriching incumbents without
generating corresponding economic value.'®

The ETS creates steep barriers and uneven playing fields within the European Single
Market, fracturing Domestic Competition through two principal mechanisms. The first
operates through state aid for indirect costs: by driving up wholesale electricity prices, the
ETS compels the EU to permit member states to financially compensate their electro-
intensive industries for those indirect costs, to prevent deindustrialisation. This severely
distorts competition within the Single Market, since member states with deeper fiscal
capacity such as Germany and France can heavily subsidise their domestic industries and
outcompete rivals in member states that cannot afford equivalent state aid.”*® The second
operates through the incumbency advantage conferred by the historical grandfathering of
free allowances, which heavily favoured legacy heavy emitters. Although the system is
shifting toward auctioning, the residual effects and benchmarking rules continue to act as
a massive barrier to entry: new entrants must purchase their compliance immediately,
while established incumbents sit on banked allowances, effectively insulating the old
guard from new domestic challengers.™’

' |bid, 6.
"% |bid, 6-7.
% |bid, 7.
"% |bid.

%7 Ibid, 7-8.
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88. The ETS acutely distorts International Competition through policy layering that compounds

89.

90.

rather than corrects the underlying problem. The EU's attempt to manage carbon leakage,
meaning firms relocating to jurisdictions with weaker environmental rules, has led to the
introduction of the CBAM, designed to apply the ETS carbon price to imported goods based
on their carbon footprint, theoretically levelling the playing field for international
competition. Several heavy industries, however, including steel, cement and fertilisers, are
scheduled to retain a portion of their free ETS allowances while the CBAM is phased in,
providing a double shield that artificially insulates inefficient domestic incumbents from
global competitive pressures, allowing them to maintain market share without
corresponding efficiency gains.”® A separate and compounding distortion arises from
supply chain dislocation: because the ETS primarily targets heavy domestic installations
and intermediary products such as clinker or raw steel rather than finished manufactured
goods, it incentivises the offshoring of primary manufacturing. European firms are
financially penalised for domestic extraction and primary production but can import
finished goods without the same ETS burden, distorting international competition against
upstream domestic producers.’®

Between 2008 and 2019, European heavy industry extracted an estimated €50 billion in
windfall profits through three distinct mechanisms: cost pass-through, where heavy
industries received allowances for free yet factored the market opportunity cost of those
allowances into the final product price paid by consumers; surplus sales, where
companies in certain sectors were over-allocated free permits due to flawed historical
baselines and sold the excess on the open market for pure profit; and offset arbitrage,
where companies utilised cheaper international carbon offsets to meet their compliance
targets while selling their premium freely allocated European allowances at a higher
price.™

The scale of that wealth extraction becomes clearer when disaggregated by sector and
geography. Iron and steel incumbents, operating principally through cost pass-through to
consumers, extracted between €12 billion and €16 billion over the period. Refineries
employed the same mechanism to extract between €7 billion and €12 billion. Cement
producers, benefiting from over-allocation of surplus permits relative to their actual
emissions, generated approximately €3.1 billion through surplus sales on the open market.
Petrochemical producers extracted a further approximately €600 million through the same

"% |bid, 8.
% |bid.
0 |bid, 7-8.

43



surplus sales mechanism.™' Geographically, this wealth extraction was heavily
concentrated among industrial incumbents in Germany, which accounted for €9.8 billion,
the United Kingdom at €6.0 billion, Italy at €5.6 billion, and France at €5.5 billion.™*?

Sector Primary Mechanism of Wealth Estimated Windfall
Destruction Profit

Iron & Steel Cost pass-through to consumers €12 billion - €16 billion

Refineries Cost pass-through to consumers €7 billion — €12 billion

Cement Selling over-allocated surplus permits ~€3.1 billion

Petrochemicals Selling over-allocated surplus permits ~£600 million

91. That historical damage is not a closed chapter. The legislative architecture of the CBAM
ensures that the structural distortion it embeds will deepen through the remainder of this
decade and beyond. The CBAM is ostensibly designed to level the International
Competition playing field by applying the ETS carbon price to imported goods. The
legislative schedule for its rollout, however, introduces a prolonged and severe market
distortion that subverts that stated purpose. The definitive financial phase of the CBAM
begins in 2026, but the free allocation of ETS allowances for domestic producers will not
drop to zero until 2034, and this overlapping timeline warps International Competition in
two distinct ways.'* During the eight-year transition from 2026 to 2034, domestic
producers of steel, aluminium, cement and fertilisers will continue to receive a significant
proportion of their emissions privileges for free, at 97.5 percent of free allocation in 2026
and still at 51.5 percent as late as 2030, while importers of those same goods face
increasing obligations to purchase CBAM certificates. The result is a double shield that
artificially insulates inefficient domestic incumbents from global competitive pressures,
allowing them to maintain market share without corresponding efficiency gains for nearly a
decade after the mechanism nominally comes into force.'** The second distortion operates
downstream: because the CBAM currently targets raw and intermediary materials but
largely exempts complex finished manufactured goods such as machinery or automobiles,
European manufacturers face a structurally distorted cost curve. Importing a finished
product manufactured outside the EU is significantly cheaper than importing the raw
materials required to manufacture that product domestically, actively penalising domestic
value-add industries while subsidising foreign downstream manufacturing.’®

1 |bid, 8.
2 |bid.

43 |bid, 8-9.
44 |bid, 9.
45 |bid.
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6.1 The Economic Cost of Dynamic Alignment with EU Energy Rules:
SRB-y ACMD Model Findings

6.1.1 Domestic Competition Pillar: Regulatory Tax & Subsidy Adjustments

SRB-y ACMD modelling of the opportunity cost of dynamic alighment with EU energy rules
demonstrates the progressive damage to the UK's DC pillar score that alignment would
permanently foreclose. The removal of state-mandated energy costs, specifically the
unwinding of ETS price supports and renewable energy subsidies, is modelled as a
reduction in the Regulatory Distortions and State Aid sub-indicators of the DC pillar, driving
a progressive improvement in the overall DC score that dynamic alignment would render
unachievable by treaty obligation. The kinetic impact of each incremental DC score
improvement, expressed as the product of the score change and the established
coefficient of 0.08083, translates directly into GDP per capita gains that the UK would forfeit
by locking itself into the EU's energy regulatory architecture.

Year Baseline Distortion Distortion Projected Kinetic Impact
DC Score Removal: ETS Removal: DC Score (ADCx0.0803)
(Est.) & Price Renewable

Support Subsidies

2026 62.40 +0.50 +0.20 63.10 +0.056

2028 62.55 +1.50 +0.60 64.65 +0.168

2030 62.70 +3.10 +1.20 67.00 +0.345

2033 62.90 +3.10 +1.20 67.20 +0.345

2036 63.10 +3.10 +1.20 67.40 +0.345

6.1.2 Input Cost Competitiveness

The downstream effects of a 21 to 25 percent reduction in UK energy costs, modelled as
the consequence of unwinding ETS, CBAM and renewable subsidy distortions, flow through
to the IC pillar by improving the Export Competitiveness and Supply Chain Efficiency sub-
indicators. Lower baseline operating costs for UK tradable sectors translate directly into
improved international competitiveness, and the kinetic impact of each incremental IC
score improvement, expressed as the product of the score change and the established
coefficient of 0.0637, represents GDP per capita gains that dynamic alignment with EU
energy rules would permanently foreclose.

Year BaselinelC Competitiveness Adj: Projected IC | Kinetic Impact
Score (Est.) Input Cost Reduction Score (AICx0.0637)

2026 65.10 +0.30 65.40 +0.019

2028 65.30 +0.80 66.10 +0.051

2030 65.50 +1.80 67.30 +0.114
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2033 65.80 +1.80 67.60 +0.114
2036 66.10 +1.80 67.90 +0.114

6.1.3 Probabilistic Model Output: GDP Per Capita Trajectory

94. Aggregating the kinetic impacts from the DC and IC pillar improvements, the SRB-y model

produces the following output for the UK's GDP per capita trajectory. The Combined ACMD
Kinetic Boost column reflects the net effect on the UK's Distance to Frontier and the
resulting compound annual growth rate (CAGR) for GDP per capita that the unwinding of EU
energy-related distortions would deliver. The conservative baseline estimate of a 0.46
percent annualised addition to growth is reached by the 2030 target date and stabilises
through 2036, representing the floor of the modelled benefit rather than its ceiling.

Year Baseline GDP/Capita | Combined ACMD Adjusted Growth Cumulative Wealth
Growth Kinetic Boost Trajectory Creation Boost

2026 1.10% +0.08% 1.18% +0.07%

2028 1.25% +0.22% 1.47% +0.44%

2030 1.40% +0.46% 1.86% +1.23%

2033 1.45% +0.46% 1.91% +2.62%

2036 1.50% +0.46% 1.96% +4.02%

6.1.4 The Economic Gains Foreclosed by Dynamic Alignment with EU Energy
Rules

95. A4 percent boost to GDP per capita over ten years, foreclosed by dynamic alignment with

EU energy rules, translates into the following aggregate economic benefit that the UK would
permanently surrender.

Year Projected Baseline Added Total Economic
Population GDP/Capita GDP/Capita Benefit (Ebn)
2026 70.9 million £35,500 +£25 £1.7 Billion
2027 71.8 million £35,917 +£92 £6.6 Billion
2028 72.7 million £36,366 +£160 £11.6 Billion
2029 73.5 million £36,848 +£308 £22.6 Billion
2030 74.4 million £37,363 +£460 £34.2 Billion
2031 75.3 million £37,893 +£642 £48.3 Billion
2032 76.2 million £38,436 +£829 £63.2 Billion
2033 77.1 million £38,993 +£1,022 £78.8 Billion
2034 78.1 million £39,565 +£1,221 £95.3 Billion
2035 79.0 million £40,152 +£1,427 £112.7 Billion
2036 79.9 million £40,754 +£1,638 £131.0 Billion
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96. Under these population growth parameters, the unwinding of ETS, CBAM and other
European-alighed energy price distortions would inject £131 billion per year into the UK
economy by the end of the decade. Summing the total cumulative value of that growth
across the entire eleven-year period from 2026 to 2036, the aggregate benefit to the UK
economy that dynamic alignment would permanently foreclose amounts to just over £606
billion.
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Annex 1: The Singham-Rangan-Bradley (SRB) and the
SRB-y Models

The following annex provides an overview of the Singham-Rangan-Bradley (SRB) and SRB-y
models. The content in this section includes direct excerpts, as well as summarized and
rewritten information from International Trade, Regulation and the Global Economy: The
Impact of Anti-Competitive Market Distortions by Shanker Singham.' For a full,
comprehensive explanation of the models, consult chapters 3 and 4 of the cited book.

Overview of the SRB ACMD Model

The Singham-Rangan-Bradley (SRB) model is an econometric framework designed to
quantify the impact of anti-competitive market distortions (ACMDs) on a country’s
economic performance. It is the first model of its kind to provide a basis for evaluating how
policy-induced distortions in key areas affect GDP per capita. “The SRB model is founded
on the notion that there are three fundamental pillars of economic development through
which anti-competitive policies affect market outcomes: property rights protection,
domestic competition, and international competition.” In other words, distortive
government interventions in the economy ultimately operate by undermining one or more
of these three pillars, which are all essential to productivity and growth. The SRB model’s
purpose is to measure and predict how improvements or degradations in these pillars
translate into changes in a country’s GDP per capita, thereby giving policymakers an
objective gauge of the cost of distortive policies and the benefits of pro-competitive
reforms.

Structure and Inputs of the SRB Model

Composite Pillar Indices: To capture each pillar quantitatively, the SRB model uses
composite indices for Property Rights, Domestic Competition, and International
Competition. Each index is constructed from numerous measurable sub-factors reflecting
policy conditions and institutional quality in that area. For example, the Property Rights
Protection index follows the Heritage Foundation’s criteria for grading legal protection of
property rights (including enforcement of contracts, expropriation risk, intellectual property
protection, judicial effectiveness, etc.). The Domestic Competition index similarly
aggregates indicators of regulatory freedom and market conditions such as business

46 Shanker A. Singham, International Trade, Regulation and the Global Economy: The Impact of Anti-
Competitive Market Distortions (New York: Routledge, 2024), https://www.routledge.com/International-
Trade-Regulation-and-the-Global-Economy-The-Impact-of-Anti-Competitive-Market-
Distortions/Singham/p/book/97810329441667srsltid=AfmBOogXzFG_ToNS1-
DL6VPYsMYz6ttsNaWOKFYIXIVoLCVIEQ-LKICr.
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freedom, labour market flexibility, financial freedom, infrastructure and utilities access
(e.g., electricity availability, logistics performance), and market openness measures to
reflect the extent to which government policies enable or restrict competitive behaviour in
the domestic economy. The International Competition index comprises factors like tariff
and non-tariff barriers and trade facilitation metrics (logistics performance indicators on
customs efficiency, timeliness of shipments, etc.). Each pillar index is thus an aggregate
score that captures how conducive a country’s policy environment is to competition and
property rights in that domain, independent of direct economic outcomes.

Econometric Model Structure: The SRB model links these policy indices to economic
outcomes through a two-stage econometric structure grounded in growth theory. First, it
identifies a set of fundamental factors that directly determine productivity (and thereby
GDP per capita) in an economy. In the initial SRB specification, these factors included the
stock of foreign direct investment per capita, domestic credit availability (financial capital
from the banking sector), public health expenditures, educational attainment, and the
presence of natural resource exports (e.g., fuel, ores, and metals). Together, such variables
represent the channels through which policy distortions affect productivity. The model then
posits that a country’s performance in each of these areas is influenced by the policy
“pillar” scores (i.e., by the degree of property rights protection, domestic market
competition, and openness to international competition in that country). In other words,
the SRB framework models GDP per capita (productivity) as a function of key input factors
(investment, credit, human capital, etc.), which in turn are functions of the three pillar
indices that reflect the policy environment. This approach follows the insight of Solow-type
growth models that emphasize factor accumulation and total factor productivity, while
explicitly incorporating institutional quality through the competition and property rights
indicators.

Data Inputs and Calibration: The SRB model s calibrated on cross-country data and uses
standard controls to ensure robustness. GDP per capita is measured in comparable
international-dollar terms (PPP) so that countries can be evaluated on an equal footing.
The model deliberately excludes outcome-driven metrics from the construction of its pillar
indices, focusing on policy and institutional inputs. This avoids circularity and ensures that
the indices are truly exogenous explanatory variables. In the regression analysis, additional
control variables such as human capital (e.g., expected years of schooling) and population
size (log of population) are included to account for differences in labour force quality and
economic scale, to isolate the impact of policy distortions on income. Thanks to its rich
specification, the original SRB model achieved a very high goodness-of-fit. In sample, it
could explain roughly 90% of the cross-country variation in GDP per capita, with a mean
prediction error of only ~4% (i.e., 96% accuracy in estimating income levels from the input
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variables). This far exceeds the explanatory power of previous single-index measures. Such
results underscore that the SRB approach, by assigning appropriate weights to myriad
policy factors across the three pillars, captures the true drivers of productivity more
effectively than simpler metrics.

Purpose and Use: By quantifying the relationships between policy-induced competition
metrics and economic outcomes, the SRB model allows analysts to simulate the effect of
reforms. For example, one can estimate how a given improvement in a country’s Domestic
Competition score or Property Rights score would feed through to greater investment,
credit, and productivity, ultimately increasing per-capita GDP. Indeed, SRB model
projections indicate that reducing anti-competitive market distortions yields substantial
gains in GDP per capita, in line with findings from other studies (e.g., OECD research on
growth impacts of regulatory reform). In practical terms, the model can be used to produce
estimates such as “a one-point increase (on a 1-7 scale) in a country’s domestic
competition index is associated with a double-digit percentage increase in GDP per
capita”, illustrating the large payoff to pro-competitive policy improvements. These
gquantitative insights provide an evidence-based rationale for regulatory and trade policy
reforms by showing the order-of-magnitude impact on economic welfare.

The SRB-y Model

As the SRB model was further developed and tested, refinements were made to address
certain econometric concerns and to simplify its application. SRB-y (the SRB “gamma”
model) refers to the final, refined version of the SRB econometric model. This version
retains the same foundational pillars and purpose but introduces adjustments to improve
the model’s robustness and usability for policymakers. The main impetus for developing
the SRB-y variant was to resolve endogeneity issues identified in the original specification.
In the first SRB model, the three pillars were in effect combined into a single overall policy
index (through interaction terms and the multi-stage regression structure), which raised the
possibility of multicollinearity and made it harder to discern each pillar’s distinct effect.
There was also a potential feedback issue insofar as a single composite score might be
influenced by GDP itself or by unobserved country traits, complicating causal
interpretation.

Refinements in SRB-y: “This model refines and simplifies the model and correlates the
three different pillars separately with GDP per capita.” In practical terms, this means the
revised model abandons the single-index reduced-form in favour of a clearer specification
where each pillar enters as an independent variable in the regression (rather than being
multiplied together in complex interactions). By breaking down each pillar and evaluating
its relationship with GDP per capita individually, the model eliminates the endogeneity
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concern that arose from using one combined score. The SRB-y model is implemented as a
panel data regression (covering multiple countries over time) with appropriate fixed effects.
Specifically, it models (logged) GDP per capita as a function of the Property Rights,
Domestic Competition, and International Competition index values for each country-year,
along with several control variables (e.g., human capital, population, fiscal factors) and
includes an unobserved country-specific effect (to capture time-invariant national
attributes) and a time-period effect (to capture global trends). This panel approach
improves the rigor of the estimates by using within-country changes over time and
controlling for country fixed effects, thereby mitigating omitted variable bias and better
pinpointing the impact of policy changes.

The SRB-y variant provides a rigorous, data-driven means to evaluate how anti-competitive
distortions in property rights, domestic markets, and trade reduce a nation’s economic
output, and conversely how pro-competitive policy reforms can boost productivity and
incomes. The SRB-y framework’s pillar structure and empirical calibration allow it to
translate abstract concepts of competition and market health into concrete numerical
estimates of GDP per capita impact. The refinement to the SRB-y model has enhanced the
clarity and reliability of these estimates, making the tool even more useful for guiding
policy. This model forms a technically robust annex to policy analysis, enabling
stakeholders to quantify the growth dividends of removing distortive regulations and
strengthening the competitive foundations of an economy.

Changes to SRB Model

“Initial projections from the SRB model suggest that a reduction in ACMDs does lead to a
significant increase in GDP per capita in line with the projections from the agency based
model and from other sources, such as OECD and other figures on the impact of anti-
competitive regulation on growth.

In order to deal with the concerns which, emanate from attempting a single correlation
between a single pillar score covering IC, DC and PR we then attempted to break down
each pillar or force to correlate that force with GDP per capita by itself. We found this
eliminated the endogeneity concern. We also greatly simplified the model specifications as
below, incorporating country and time fixed effects.

In (GDP per capita);; = By + ByDomestic Competition;; + X;;¥ + v + 1; + €;: (1)

In (GDP per capita);; = By + B, Property Rights;; + X;, ¥y + v + 1; + € (2)

In (GDP per capita);; = B, + BInternational Competition;; + X,y + v: + 1; + €;x (3)
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We construct a panel data model of GDP as a function of each competition index, several
observed control variables and an unobserved time invariant country specific effect and a
country invariant time period specific effect.” The initial panel data set of 2010-2019 was
extended to 2023 and the OLS regressions re-run. The below table shows the coefficients
applicable for a one-pointincrease in each individualized pillar score.

Results of SRB-y ACMD OLS Regression using longer set of 2010-2023
Panel Data

Independent Coefficient | Standard Error. t- p- Observations
Variable Clustered at the stat | value

country level
Property Rights 0.0686 0.0283 2.42 1 0.017 | 1,852
Domestic 0.0803 0.0373 2.15 | 0.033 | 1,798
Competition
International 0.0637 0.0367 1.74 | 0.085 | 2,042
Competition

The dependent variable is the log of country GDP per capita, by year. Estimation results are
based on annual data from 2010 to 2023. All regressions include country and year fixed
effects. The most demanding specification.

Interpretation: For the Property Rights Index, which ranges from 2.2 to 6.2, the estimate
suggests that when a country achieves a one-point increase in the property rights index,

then its per capita income increases by 6.9%. A similar interpretation applies to the other
two indices.
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