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OIM PANEL CHAIR’S FOREWORD

| am pleased to present the OIM’s second annual report, covering developments in the UK
internal market from April 2023 to March 2024.

| am particularly delighted to welcome the appointment of the OIM Panel, to join our work
in considering the effective operation of trade between the UK nations. The Panel
members have a wealth of experience from across the UK and | very much look forward to
working with them. Appointment of the Panel coincided with the development of this report,
and we are grateful for their input and insight into our statutory reporting.

In my foreword to last year’s report, | noted the importance of gathering evidence from a
wide range of stakeholders to inform our work. Over the past year, the OIM has
implemented a regular programme of bilateral and multilateral meetings, to strengthen our
relationships with officials in the four governments. | continue to be impressed with the
constructive and collaborative approach of officials in the governments and their
generosity in providing information and participating in discussions. We remain committed
to supporting decision making in the governments with even-handed advice and insight.
We look forward to completing further reports for the governments at their request in due
course.

Also notable this year is the OIM’s engagement with the legislatures. In June 2023, | was
pleased to be invited to give evidence on the OIM’s work to the Legislation, Justice and
Constitution Committee of the Senedd Cymru. This was followed in September by an
evidence session on the OIM’s first annual report with the Constitution, Europe, External
Affairs and Culture Committee of the Scottish Parliament. Most recently, we provided
written evidence on the OIM’s remit to the House of Lords Sub-Committee on the Windsor
Framework. In June 2023, OIM officials provided an informal in-person briefing to Northern
Ireland Assembly Members, and separately briefed Northern Ireland Assembly staff. The
OIM is grateful for opportunities to engage with the four legislatures and stands ready to
assist with their work.

This report reflects the continued evolution of our thinking in relation to the effective
operation of the UK internal market. Alongside our engagement with the governments and
legislatures, | have engaged extensively with business groups across the UK. In 2023, |
held in-person meetings with business groups in Northern Ireland in January and
September, in Wales in March, and Scotland in June. We are also grateful to the many
businesses and trade bodies who contributed to the evidence presented in this report. This
helpful and open approach by businesses is particularly reflected in the business strategy
case studies included in the report. These examine responses to four areas of significant
current and emerging regulatory difference between the nations.



Our focus on stakeholder engagement has assisted us to develop our statutory reporting.
We noted in last year’s report the emphasis on regulatory developments in relation to
goods and the relative lack of change in relation to services sectors or regulated
professions. This report includes expanded analysis of both of these areas, to broaden the
scope of our work to understand the impacts of the UK Internal Market Act 2020.

Alongside last year’s reports we published our Data Strategy Road Map, setting out
initiatives to improve intra-UK trade data. Through the year we have continued to engage
with the Office for National Statistics, experts in the devolved nations, the academic
community and colleagues working with trade data in other countries, to explore new
sources of data and techniques to improve our analysis. We will publish an update to our
Data Strategy Road Map in Spring 2024.

We will continue to develop our view of the factors that underpin the effective operation of
the UK internal market and welcome feedback on this report.

| would like to extend my thanks to the staff at the OIM and in the wider CMA for their
expert and informed work to develop this report and their ongoing support to ensure that
the OIM Panel members can contribute effectively to our understanding of the UK internal
market.

Murdoch MacLennan
Chair of the Office for the Internal Market Panel



EXECUTIVE SUMMARY

1.

This report is the Office for the Internal Market’s second annual report on the
operation of the internal market. It covers the period from April 2023 to March
2024 and builds on our previous work.

Key findings

2.

Drawing on the available data we find little evidence that, over the last year, there
has been a substantial change in the functioning of the internal market across the
UK. Notwithstanding this, certain sectors, especially food and drink, have seen a
more significant build-up of proposed and actual regulatory difference than other
sectors.

Trade between Great Britain and Northern Ireland will continue to develop in light
of the Windsor Framework, although the nature of these developments remains
unclear as the Framework was only partially implemented over the last year, and
none of the available trade data covers the period it has been in operation.
Furthermore, on 31 January 2024, the UK Government published a Command
Paper, “Safeguarding the Union”, that make certain adjustments to the Windsor
Framework. We will work with the governments to understand the implications of
the Command Paper (and related Statutory Instruments) for our work.

Trade data

4.

Chapter 2 of this report presents our updated analysis on the intra-UK trade data.
The trends set out in the 2022-23 annual report remain relatively stable. The
internal market continues to be important to the UK nations. Our analysis of trade
data produced by the devolved nations shows that intra-UK trade, in 2021,
represented roughly between two-fifths and two-thirds of the external sales and
purchases of Scotland, Wales and Northern Ireland. Intra-UK trade remains less
important for England because of the size of its economy relative to the other
nations.

In our 2022-23 annual report, we found that the majority of businesses that trade
within the UK do not experience challenges when selling to other UK nations. This
is still the case, with the majority of firms responding to the ONS Business Insights
and Conditions Survey (BICS) saying that they have not encountered challenges
with intra-UK trade.

BICS evidence indicates that businesses in the manufacturing and wholesale and
retail trade sectors as well as larger businesses are generally more likely to trade
with other UK nations.



In this year’s report, we make use of additional data from BICS and from HMRC,
to better understand trade flows between Great Britain and Northern Ireland. BICS
data suggests an average of 4.5% of businesses stated they had sent goods from
Great Britain to Northern Ireland in the last 12 months. Although this is only a
small proportion of all businesses, the value of the trade involved was more
significant; the 2021 value of customs declarations associated with these trade
flows represented around 24% of Northern Ireland’s GDP. BICS data also shows
that less than 2% of businesses sent goods from Northern Ireland to Great Britain
in the last 12 months.

We are required to report on the effective operation of the internal market. We
noted in the 2022-23 annual report that we use intra-UK trade data as a key
indicator, to help understand how the market is working. Data on intra-UK trade
remains limited and our analysis provides a comparative overview, using available
sources. We remain committed to supporting better trade data, including through
the initiatives in our data strategy roadmap. We expect estimates of intra-UK trade
covering all four UK nations to be available by autumn 2024. We continue to
explore other indicators and will publish an update to our data strategy roadmap
later in spring 2024.

Regulatory developments in goods, services and the regulated professions

9.

10.

Chapter 3 considers regulatory developments over the preceding twelve months in
relation to goods, services and regulated professions. Over the last year we have
seen an increase in the number of potentially differing regulations compared with
the previous year in relation to each of goods, services and the regulated
professions. Over the last year, the goods sector has seen the most significant
developments in regulatory difference within the scope of the UK internal market
regime. The goods sector is proportionately more likely to see regulatory
difference than the services sector and the regulated professions. This is reflected
in a greater number of differing regulations than in services or in relation to
regulated professions. Notwithstanding this, the impacts on the internal market of
these changes remain modest, in part because of the decisions businesses have
made regarding how they respond to differing regulations, which we explore in
more detail in the case studies in this report.

Regulatory difference in relation to services is starting to emerge, though not to the
same extent as in goods. It is too early to identify any clear internal market effects
in relation to services. In particular, the localised provision of many services
complicates an assessment of how regulatory difference might affect trade;
differences that affect locally provided services and that are rarely traded cross-
border are unlikely to have a substantial impact on the internal market. Despite
these points, the much greater scale of the services sector means that there is, at
least in principle, scope for regulatory difference in relation to services to be as



11.

important in terms of the value of the affected activities as regulatory difference in
relation to goods.

There have been only a small number of differing regulations proposed over the
previous year in relation to regulated professions; all arising through the creation
of new regulated professions (as opposed to changes to the regulations governing
currently regulated professions). The current proposals for new regulated
professions largely concern professions with limited scope for cross-border trade.
We conclude that there has been little change to the functioning of the internal
market for professionals since the UK Internal Market Act took effect, and this
does not appear likely to change in the near future, given the historically slow pace
of regulatory change in the regulated professions.

Case studies of businesses’ adaptations to differing regulations

12.

13.

14.

Chapter 4 presents business strategy case studies. These look at four areas
where regulatory difference has occurred or may occur in the near future. The
case studies examine the approaches that businesses have adopted in response
to the differences. The four case studies are: bans on single use plastic (SUP)
items, deposit return schemes (DRS), restrictions on the retail promotion of
products high in fat, salt, or sugar (HFSS), and regulations relating to the use of
precision breeding (PB) techniques. We have chosen these areas because of the
degree of regulatory difference they are anticipated to create and because they
provide a broad spread of regulations that affect different stages of the supply
chain.

A notable finding from our case studies of SUP, PB and DRS is a clear view,
particularly among the larger businesses in those sectors with significant
operations in the devolved nations, that the Market Access Principles are unlikely
to be used as the preferred approach to address regulatory differences.
Businesses preferred other approaches including: adopting a high standard that is
compliant across all nations where possible; having two supply chains (and
perhaps reducing the number of product lines to manage the costs of this); and
withdrawing from a particular nation. If businesses in other sectors and in relation
to other regulations take a similar view, this potentially has significant implications
for the internal market regime. We note, however, that we would need to examine
this across a broader range of businesses, including SMEs, and a broader range
of sectors before we could establish if this was a widespread effect.

We also observed that differing regulations that have effects earlier in the supply
chain (such as PB and DRS) appear to be more challenging for businesses to
address than differing regulations that have their effects later in the process (such
as SUP and HFSS). This may be a helpful finding for policy makers who have
some flexibility in how they intend to achieve a particular policy goal; some
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16.

17.

18.

regulatory differences may have a much lower impact on businesses than others,
even if the policy goals are broadly similar.

Linked to this is the high degree to which businesses aim for simplicity in their
supply chains. Businesses spoke of adopting a highest common denominator
approach (i.e. a high standard that is compliant in every nation), often moving
ahead of anticipated regulatory change. While this was partly in response to
consumer expectations, it was also to ensure that any changes to products or
distribution could be made on a timescale and in a way that worked with supply
chain requirements. In general, businesses preferred not to tailor products to
regulations in one nation, but to offer a product that was compliant everywhere
across the UK. In this way, businesses could be said to take an active role in
establishing regulatory norms.

We note in the case studies that a significant number of businesses identified
range reduction as a possible consequence of regulatory difference, with the
important observation that in some cases the reduction in range might occur in a
nation not directly affected by the regulations in question. We think this is a
credible response to the increased costs and complexity of duplicating product
lines. However, none of the businesses we spoke with had yet made firm
decisions about which items to withdraw from which markets. Products likely to be
withdrawn will be low volume and may not account for much cross-border trade.
There may be also strategic and brand-related reasons for keeping certain
products available even if they are marginally profitable. Given the high level of
uncertainty in these considerations, we conclude it likely that businesses would
delay making decisions about product withdrawal until strictly necessary.

The place of the UK internal market within global supply chains will have a
powerful bearing on business decisions arising from regulatory difference. For
example, developments in the use of precision bred grains are likely to be shaped
by policy and consumer sentiment in the EU and more widely, as well as by
domestic considerations. Outcomes within the UK might need to adapt to
international changes and/or accept the cost implications of diverging from
international norms.

In gathering evidence for these case studies, we identified the important role of
consumer preferences. Arguably, policy developments in relation to SUP and DRS
have been introduced at a time when a significant body of consumer opinion
understood and supported the policy objectives behind these initiatives (we also
identified a similar situation in our study of Defra’s regulations banning the sale of
horticultural peat products). In some areas, policy development may lag consumer
attitudes. Consumer preferences influence the confidence businesses have in
designing a response to regulatory developments, perhaps especially in taking the
highest common denominator approach mentioned by stakeholders in the food
and drink industry. By contrast, precision bred crops is, arguably, an area where
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there is not yet widespread consumer understanding or demand. The uncertainty
this creates for businesses accentuates the difficulties of addressing regulatory
difference. We are of the view that where regulatory difference emerges ahead of
consumer acceptance, this is less likely to lead to a UK-wide response by
businesses.

In developing this report, we have identified common themes in relation to
differential regulation between the nations, which we hope will assist policymakers
when considering the potential impacts of future regulatory change on the UK
internal market. The case studies, in particular, indicate a number of ways in which
policy makers might be able to adjust policy design in order to minimise internal
market impacts. These include: considering designing differential regulations so
that they permit a highest-common-denominator response, which will require
coordination and cooperation between governments; paying close attention to the
point in the supply chain that a regulation has its effects, as the closer to the final
consumer that a regulation has its effects the easier difference may be to manage;
and recognising that the effects of a differential regulation may arise outside of the
nation into which it has been introduced, which is more likely when supply chains
cross national borders.

Conclusion

20.

The emerging picture of the internal market is that regulatory difference is starting
to build up, albeit slowly and with goods affected more than services, especially in
food and drink. However, businesses are adapting creatively to the new regulatory
realities in ways that often preserve existing trade flows and supply chains. The
relative strength of these forces is yet to become clear and policy makers can
make choices that, even if they pursue differential regulation, may assist
businesses in keeping existing trade flows open. This is a dynamic environment,
and we will undertake further work through 2024 to better understand the impacts
of regulatory difference on the UK internal market.
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1.2

OIM’s

1.3

1.4

1.5

The UK Internal Market

PURPOSE AND APPROACH

This is the second annual report to be published by the Office for the Internal
Market (OIM), which is a part of the Competition and Markets Authority (CMA). It
discharges the CMA's statutory responsibility under the UK Internal Market Act
(‘UKIMA’) that the CMA must, no later than 31 March 2023 and at least once in
every relevant 12-month period, prepare a report on —

(a) the operation of the internal market in the United Kingdom, and
(b) developments as to the effectiveness of the operation of that market.?

This chapter explains the OIM’s role, describes the approach we have taken in
preparing this report.

Role

Our role is to assist the four governments across the UK by applying economic
and other technical expertise to support the effective operation of the UK internal
market. We have an advisory, not a decision-making role. This report focuses on
the effective operation of the UK internal market in relation to goods, services and
the regulated professions.

Governments may make policy interventions for a number of reasons which may,
in turn, lead to differences in regulation emerging between the UK nations. Given
our focus on the economic impacts of different regulatory choices across the UK
nations, we recognise that the findings and issues raised in our reports are likely to
constitute one consideration, among others, when a government or legislature
determines its preferred policy and regulatory approaches.

Differences in regulation can lead to valuable innovations in policy making, which
give other governments in the UK an opportunity to see policies in action before
making their own decisions.

Approach to assessing developments in the internal market

1.6

To make sense of the internal market we need to use a variety of sources of
information, each with its own strengths and weaknesses. The internal market
comprises the combined activities of a very large number of businesses engaged

1 Under section 33(5) of the UK Internal Market Act 2020 we are required to prepare a report at least once in every
relevant 12-month period on the operation of the internal market in the UK and on developments as to the effectiveness
of the operation of that market.



in a wide range of economic activities, which are influenced by policy developed
by governments across the UK. Furthermore, federal states and states with
powers devolved to territories within them must typically undertake the task of
managing an internal market, which involves balancing frictionless trade against
the right of the territorial jurisdictions to set their own rules. While management of
the UK internal market gives rise to similar challenges, there are particularities in a
UK context, including the population size of England relative to the other nations
and Northern Ireland’s land border with the EU. This complexity means there is no
single dataset or methodology that would provide a fully accurate picture of the
operation and developments as to the effectiveness of the UK internal market. We
can, however, start to build a picture by considering: (i) total business activity; (ii)
the actions of individual businesses (or businesses in a particular sector); and (iii)
changes to government regulations across the four nations of the UK.

1.7 This report uses macro-level data on cross-border sales and purchases, which are
good for providing an overall picture on the importance of trade and identifying
macro trends but are less revealing in terms of why certain changes are taking
place. To fill that gap in our understanding we must look at other data and
indicators. One of the additional indicators we examine is the sectors of the
economy that are experiencing regulatory difference and to what degree. We set
out this data in Chapter 2.

1.8 For that purpose, and for the first time, we have attempted to map the proportion
of each of the national economies that is exposed to regulatory difference and/or
the Market Access Principles (‘the MAPs’)? using data on employment. As we did
for the 2022-23 annual report, we also examine individual regulatory
developments, as this provides a sense of the diversity and the nature of
regulatory differences across the economy. In doing so, we take into account that
the recent developments in relation to Common Frameworks?, the Windsor
Framework* and the process for excluding regulations from the MAPs® will have a

2 Parts 1 to 3 of UKIMA establish the market access principles of mutual recognition and non-discrimination across the
four nations of the UK. Briefly, the mutual recognition principle ensures that, without further requirements, a product that
has been legally produced in, or imported into, and can be legally sold in one part of the UK, can be sold in any other
part of the UK, or that a service that can be legally provided in one part of the UK can be provided in another part of the
UK. The non-discrimination principle ensures that goods or services coming from other parts of the UK are not directly or
indirectly discriminated against (in favour of local goods or services).

3 Following the UK’s departure from the EU the UK government and the devolved governments agreed to work together
to establish common approaches in some areas that were previously governed by EU law, but that are otherwise within
areas of competence of the devolved governments or legislatures. Known as ‘common frameworks’, their aim is to set
out common UK, or GB, approaches to particular policy areas and how they will be operated and governed.

4 The Windsor Framework, which came into effect on 1 October 2023, amends certain provisions of the Northern Ireland
Protocol which itself formed part of the UK/EU Withdrawal Agreement. One of the aims of the Windsor Framework is to
reduce the level of controls and checks on goods coming from Great Britain which are intended to be sold in Northern
Ireland.

5 Sections 10 and 18 and Schedules 1 and 2 of UKIMA contain provisions excluding the application of the MAPs in
certain cases, including where such exclusions are necessary to give effect to the terms of a Common Framework
Agreement or other agreement between the UK government and a devolved government that certain cases, matters,
requirements or provisions should be excluded from the application of the MAPs.
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bearing on how the internal market develops. We present this analysis in Chapter
3.

In order to understand how individual businesses might respond to regulatory
difference, in Chapter 4 we have also examined how businesses are likely to
adjust how they trade in response to regulatory changes.



2.

DATA ON INTRA-UK TRADE

Key findings

Analysing current intra-UK trade flows remains challenging, with only three of the four
UK nations publishing intra-UK trade statistics, and methodological differences between
the existing trade statistics. However, methodological improvements are underway.

The most recent figures value intra-UK trade at £190billion, or around 10% of total UK
GDP.

Intra-UK trade represented between 43% to 65% of the external sales and purchases
of Scotland, Wales and Northern Ireland, with this accounting for between 25% and
54% of the GDP of Scotland, Wales and Northern Ireland.

15% of businesses report selling to other UK nations. This is a higher proportion of
businesses than for international trade — 10% of businesses report exporting
internationally. 10% of businesses report purchasing from other UK nations.

Businesses in manufacturing, wholesale and retail sectors are most likely to trade intra-
UK. In Wales and Northern Ireland, businesses in manufacturing account for the largest
value of intra-UK sales, while in Scotland, businesses supplying business and other
services account for the largest value

Larger businesses are more likely to trade intra-UK.

Of businesses that trade intra-UK, less than 10% report difficulties doing so due to rules
and regulations, with more than half reporting no difficulties.

2.1

This Chapter provides an overview of the trade-based evidence on the operation
of the internal market and draws upon a number of sources, as outlined in Chapter
1. The Chapter provides an update on the value of intra-UK trade, who undertakes
that trade, and discusses businesses' experiences of trading within the UK. The
data in this chapter presents one part of the picture of the internal market, by
providing a high-level view of aggregate trade flows between the UK’s nations. It
should be read in conjunction with the information in Chapters 3 and 4, which
discuss changes to specific regulations and examine of how business supply
chains are changing in response to regulatory differences.




Update on intra-UK trade data

2.2 This section provides an update on the value of intra-UK trade, in terms of both
sales and purchases.® Throughout this chapter, we refer to trade flows in terms of
sales of goods and services (i.e. exports to other UK nations) and purchases of
goods and services (i.e. imports from other UK nations).

2.3 As noted in the 2022-23 annual report, data on intra-UK trade is limited, with only
three of the four UK nations (Scotland, Wales, and Northern Ireland) publishing
statistics on the value of sales and purchases to the other UK nations. Lags in the
publication of the datasets differ, as do their respective methodologies for data
collection and production plus wording of questions. This makes comparability and
estimates of total intra-UK trade challenging. Analysing current intra-UK trade
flows remains challenging, although improvements are underway. In this year’s
report, we also make use of additional ONS data from BICS and from HMRC, to
better understand trade flows between Great Britain and Northern Ireland.

2.4 In March 2023, the OIM published a Data Strategy Roadmap’ outlining the
projects being undertaken by the Office for National Statistics (ONS), the Devolved
Governments, UK Government departments and academics from around the UK,
as well as the OIM, that may improve the collective understanding of how the UK
internal market is operating. If the projects detailed within the OIM Data Strategy
Roadmap achieve their objectives, experimental estimates of intra-UK trade
covering all four UK nations may be available by Autumn 2024.

2.5 In July 2023, the four nations along with the ONS published a user guide to
regional trade, outlining the various measures of trade, including their strengths
and limitations.® Additionally, in December 2023 the ONS and the Alan Turing
Institute published a new dataset on industry-to-industry payment flows based on
payment systems data.® Regional breakdowns of this dataset are planned for
2024.

2.6 Some methodological improvements to trade statistics have already been
implemented and these are cited throughout the chapter.

Value of intra-UK trade

2.7 The Economic Statistics Centre of Excellence’s (ESCoE) dataset for 2015
(published in 2021) remains the most recent estimate of intra-UK trade that

6 By Intra-UK trade, we mean trade between the four nations of the UK, those being: England, Wales, Scotland, and
Northern Ireland.

7 OIM Data Strategy Roadmap 2023

8 A user guide to regional trade 2023

9 ONS Industry-to-industry payment flows, UK: 2016 to 2023, experimental data and insights. An experimental UK
industry-to-industry payment flows dataset based on anonymised and aggregated Bacs Direct Debit and Direct Credit
payments.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1143783/A._OIM_Data_Strategy_Roadmap_2023.pdf
https://analysisfunction.civilservice.gov.uk/policy-store/a-user-guide-to-regional-trade/
https://www.ons.gov.uk/economy/economicoutputandproductivity/output/articles/industrytoindustrypaymentflowsuk/2016to2023experimentaldataandinsights

includes figures for England. ESCoE estimates that intra-UK sales in 2015
amounted to around £190 billion. In Figure 2.1, the variation in importance of
economic trade is shown in the proportion of GDP that intra-UK trade represents.
Using ESCoE 2015 data and 2015 GDP estimates,!° intra-UK sales represented
around 10% of total UK GDP.1! Comparatively, England’s intra-UK sales
represented only 6% of England’s GDP; Scotland’s intra-UK sales was 34% of
Scottish GDP; for Wales, 54% of its GDP is made up of intra-UK sales; and
Northern Ireland’s intra-UK sales represented 26% of Northern Ireland’s GDP.12
As noted above, we expect the new intra-UK trade dataset (due in autumn 2024)
will enable an update of the £190 billion estimate.

Figure 2.1: 2015 estimates of inter-regional trade as proportion of GDP
60%
50%

40%

20%

Proportion of GDP
w
(=)
X

10%

- ]

UK England Scotland Wales Northern
Ireland

Source: Economic Statistics Centre of Excellence (2021); Regional economic activity by gross domestic product, UK - Office for National
Statistics (ons.gov.uk)

Note: Excludes non-resident flows (goods or services which move between UK nations but may be produced or provided by a non-
resident to the UK).

2.8 Figure 2.2 and Figure 2.3 show that intra-UK sales are broadly proportionate to the
size on the national economies. In 2015 over 85% of intra-UK sales from Scotland,
Wales and Northern Ireland were made to England.'® Comparatively, for England
over three-fifths of intra-UK sales were to Scotland.

10 Regional gross domestic product: all ITL regions - Office for National Statistics: Gross Domestic Product (GDP) at
current market prices (2021), pounds million,

11 The ONS Gross Domestic Product figures, at 2021 market prices, indicate the UK’'s GDP was £1921 billion in 2015,
suggesting that intra-UK sales represented ¢.10% of GDP in 2015.

12 The ONS Gross Domestic Product figures, at 2021 market prices, indicate England’'s GDP was £1652 billion in 2015;
Scotland’s GDP was £149 billion; Wales’s GDP was £67 billion; and Northern Ireland’s GDP was £42 billion in 2015,
suggesting that the £91.6 billion inter-regional trade for England; £50.3 billion for Scotland; £36 billion for Wales; and
£10.8 billion for Northern Ireland, represented 5.5%; 33.7%; 54.2%; and 25.5% of each nations’ GDP respectively.

13 England accounted for 89.6% (£45.1 billion) of intra-UK sales from Scotland, 89.6% (£32.7 billion) from Wales, and
85.8% (£9.3 billion) from Northern Ireland.



https://escoe-website.s3.amazonaws.com/wp-content/uploads/2021/12/09114757/ESCoE-TR-13.pdf
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/regionaleconomicactivitybygrossdomesticproductuk/1998to2021
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/regionaleconomicactivitybygrossdomesticproductuk/1998to2021
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/regionalgrossdomesticproductallnutslevelregions

Figure 2.2: 2015 ESCoE estimates of intra-UK sales by UK nation (£billion)
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Source: OIM Analysis of Economic Statistics Centre of Excellence (2021)
Note: Excludes non-resident flows (goods or services which move between UK nations but may be produced or provided by a non-
resident to the UK).

Figure 2.3: 2015 ESCoE estimates of intra-UK sales as a proportion of inter-regional trade by UK
nation
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Source: OIM Analysis of Economic Statistics Centre of Excellence (2021)
Note: Excludes non-resident flows (goods or services which move between UK nations but may be produced or provided by a non-
resident to the UK).

2.9 Scotland, Wales and Northern Ireland publish their own data on intra-UK trade
covering both sales and purchases. Whilst we include 2020 data this has been


https://escoe-website.s3.amazonaws.com/wp-content/uploads/2021/12/09114757/ESCoE-TR-13.pdf
https://escoe-website.s3.amazonaws.com/wp-content/uploads/2021/12/09114757/ESCoE-TR-13.pdf

impacted by the COVID-19 pandemic,** therefore comparisons of 2021 data are
made against pre-pandemic 2019 data. The overall trends are consistent with the
findings in the 2022-23 annual report. Figure 2.4 and Figure 2.5 show that:

(@) Total intra-UK sales for Scotland, Wales and Northern Ireland in 2021
amounted to £94.7 billion and total intra-UK purchases for Scotland, Wales
and Northern Ireland were £119.1 billion in 2021.

(b) Of these three nations, Scotland traded the most with the rest of the UK in
absolute terms (see Figure 2.4) in 2021, followed by Wales and then
Northern Ireland, with these absolute differences likely driven primarily by the
relative sizes of their economies.

(c) The value of intra-UK trade as a proportion of each nation's total external
sales/purchases was broadly similar for Scotland, Wales, and Northern
Ireland, ranging from 43 to 61% for sales and 59 to 65% for purchases in
2021 (see Figure 2.5). The proportion of external sales accounted for by
intra-UK trade is significantly higher for each of these nations than the figure
for the UK as a whole in 2015 (27%), suggesting that countries outside the
UK account for a much bigger proportion of England’s sales than other UK
nations do.

Figure 2.4: Total external sales and purchases from/to the rest of the UK for Scotland, Wales and
Northern Ireland for 2019 to 2021 (£ billion)
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14 TSW state that they have not previously published Trade Survey for Wales data relating to 2020 due to inconsistencies
and quality issues caused by the COVID-19 pandemic. Whilst 2020 data are included in this report with appropriate
explanation of the limitations, 2021 comparisons are often drawn against pre-pandemic 2019 data. 2020 data relates to
a period impacted by the coronavirus (COVID-19) pandemic. As a result, business closures over this period and
pandemic restrictions may have affected responses. International trade was also impacted for a prolonged period due to
different ongoing government pandemic restrictions in various countries.
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Source: Northern Ireland Economic Trade Statistics, 2022; Trade Survey Wales, 2021*; GDP Quarterly National Accounts Scotland:
2023; Export Statistics Scotland, 2021.

Notes: Data has not been adjusted for inflation. External sales/purchases refer to trade outside of Wales either to/from the Rest of the
UK, the EU, Non-EU, and Unallocated trade.

* OIM analysis includes unallocated sales/purchases from the Welsh data. ‘Unallocated sales/purchases’ are where respondents have
been unable to allocate this trade to a specific destination/origin (Rest of UK, EU, Non-EU, and Wales) therefore these figures are likely
to be a lower estimate of Welsh trade with the rest of the UK, and therefore should be treated with caution.*®

TSW state 2020 and 2021 data are currently provisional, 2019 has been revised.

Figure 2.5: Intra-UK trade as a proportion of total external purchases/sales for Scotland, Wales and
Northern Ireland for 2019 to 2021
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Source: Northern Ireland Economic Trade Statistics, 2022; Trade Survey Wales, 2021; GDP Quarterly National Accounts Scotland:
2023; Export Statistics Scotland, 2021.

Notes: Data has not been adjusted for inflation. External sales/purchases refer to trade outside of Wales either to/from the Rest of the
UK, the EU, Non-EU, and Unallocated trade.

* OIM analysis includes unallocated sales/purchases from the Welsh data. ‘Unallocated sales/purchases’ are where respondents have
been unable to allocate this trade to a specific destination/origin (Rest of UK, EU, Non-EU, and Wales) therefore these figures are likely
to be a lower estimate of Welsh trade with the rest of the UK.16

TSW state 2020 and 2021 data are currently provisional, 2019 has been revised.

2.10 Below we consider the trade statistics produced by each nation in further detail.’

Scotland data

2.11  Scotland’s sales (export) data has been sourced from ‘Export Statistics Scotland’
which is principally based on a business survey.!® This publication uses a different

15 In both 2020 and 2021, ‘unallocated sales’ accounted for c. £19.9 billion and £20.9 billion respectively. Comparatively,
in 2019, only c. £3.9 billion was from ‘unallocated sales’. For purchases in 2019, unallocated purchases into Wales was
£10.5 billion, rising to in 2020 c. £49.2 billion, and in 2021, this was c. £12.7 billion of the total purchases into Wales.

16 In both 2020 and 2021, ‘unallocated sales’ accounted for c. £19.9 billion and £20.9 billion respectively. Comparatively,
in 2019, only c. £3.9 billion was from ‘unallocated sales’. For purchases in 2019, unallocated purchases into Wales was
£10.5 billion, rising to in 2020 c. £49.2 billion, and in 2021, this was c. £12.7 billion of the total purchases into Wales.

17 See A user guide to regional trade 2023.

18 Export Statistics Scotland 2021. The Global Connections Survey (GCS) is one of the main data sources informing the
estimates of Scotland’s exports in Export Statistics Scotland. The Scottish Government sends the GCS to a sample of
6,000-10,000 companies with operations in Scotland to collect data on the value of sales and exports both internationally
and to the rest of the UK. It is the primary source of information for estimates of the value of exports from Scotland to the
rest of the UK. Where export information from the GCS is not available, Exports Statistics Scotland uses alternative
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https://datavis.nisra.gov.uk/economy-and-labour-market/northern-ireland-economic-trade-statistics-2022.html
https://www.gov.wales/trade-survey-wales-2021
https://www.gov.scot/publications/gdp-quarterly-national-accounts-2023-q2/documents/
https://www.gov.scot/publications/gdp-quarterly-national-accounts-2023-q2/documents/
https://www.gov.scot/publications/exports-statistics-scotland-2021/pages/exports-to-the-rest-of-the-uk-accounted-for-over-half-of-scotlands-total-exports/
https://datavis.nisra.gov.uk/economy-and-labour-market/northern-ireland-economic-trade-statistics-2022.html
https://www.gov.wales/trade-survey-wales-2021
https://www.gov.scot/publications/gdp-quarterly-national-accounts-2023-q2/documents/
https://www.gov.scot/publications/gdp-quarterly-national-accounts-2023-q2/documents/
https://www.gov.scot/publications/exports-statistics-scotland-2021/pages/exports-to-the-rest-of-the-uk-accounted-for-over-half-of-scotlands-total-exports/
https://analysisfunction.civilservice.gov.uk/policy-store/a-user-guide-to-regional-trade/
https://www.gov.scot/publications/exports-statistics-scotland-2021/pages/exports-to-the-rest-of-the-uk-accounted-for-over-half-of-scotlands-total-exports/

data source from those reported for 2019 which we included in our 2022-23 annual
report, improving the accuracy of the annual estimates for 2019-2021.%° Purchases
(import) statistics are sourced from Quarterly National Accounts.?°

2.12 In 2021, Scotland’s sales to the rest of the UK were valued at an estimated £48.6
billion and accounted for over half (61%) of all Scotland’s external sales. This is in
line with previous estimates.?! Purchases from the rest of the UK have also
remained consistent with previous estimates at around £69 billion, also accounting
for over almost two thirds (65%) of all Scotland’s external purchases.

Wales data

2.13  Welsh trade data comes from the Trade Survey for Wales (TSW), an online survey
of businesses in Wales.?? Improvements to the TSW methodology are underway
and the results of the 2021 survey are described as ‘official statistics in
development’ (the new terminology for ‘Experimental Statistics’). Methodological
improvements, namely across-years imputation, have been applied to the sales
(export) data between 2019-2021, but this new approach has not been applied to
the purchases (import) data.?® Therefore, caution is needed when analysing the
purchases data. The TSW also acknowledges the presence of relatively high
unallocated sales and unallocated purchases.?*

2.14 In 2021, Welsh sales to the rest of the UK were valued at an estimated £32.5
billion and accounted for 43% of all Welsh external sales. Most of the sales in
2021 were to England with 84% (£27.2 billion), followed by Scotland with 5% (£1.6
billion) and Northern Ireland with 3% (£1.1 billion). A further 8% (£2.6 billion) were
unallocated sales within the UK.?> The data suggests sales to the rest of the UK

sources of export information, or estimates the value of exports as a percentage of business turnover. Exports Statistics
Scotland also note that all statistics in this release are for Scotland's onshore economy, which excludes any extra-regio
activity. Within the UK, extra-regio activity includes offshore oil and gas extraction and overseas public administration
and defence activities.

19 See Export Statistics Scotland: methodology The ESS estimates export value as a proportion of a business’ turnover.
The 2021 edition uses a different data source for turnover value. This changes the resulting export value and means that
the estimated values for the year 2019 quoted in this annual report are different from 2019 data published last year.
Using the new data source has resulted in a decrease of 10.3% in the estimate for Scotland’s sales to the rest of the UK
in 2019, which dropped from £52.0 billion to £46.7 billion. Import (purchases) statistics are sourced from Quarterly
National Accounts.

20 Scotland GDP Quarterly National Accounts: 2023 Quarter 2.

21 Exports statistics Scotland 2021 Figure 4. Exports to the rest of the UK account for more of Scotland’s total exports
than international exports.

22 Trade Survey for Wales (TSW): 2021 (official statistics in development) | GOV.WALES, page 4. It is noted that data is
based on a voluntary online survey and the respondent bases for some detailed statistics are relatively small. An overall
response rate of 16% was achieved for the TSW 2021 (1,264 responses from a sample of 8,000 businesses).

23 The introduction of across-years imputation for sales has meant that variability in the achieved sample across the
years of fieldwork has been reduced. However, purchases have not been subject to this methodological change and so
the ability to make robust comparisons across the years is limited. (Trade Survey for Wales (TSW): 2021 (official
statistics in development) | GOV.WALES, page 6). Further information on TSW methodology is set out in Trade Survey
for Wales: guality and methodology information | GOV.WALES

24 Unallocated trade is a result of businesses providing the total value of their sales and/or purchases but being unable to
provide a geographical breakdown of this trade. It is important to consider these changes when looking at results across
years. A proportion of the value changes seen across years is likely to be a result of an increase in unallocated trade
value (Trade Survey for Wales (TSW): 2021 (official statistics in development) | GOV.WALES, page 49)

25 Trade Survey for Wales (TSW) 2021, page 17.
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https://www.gov.scot/publications/export-statistics-scotland-methodology/pages/export-statistics-scotland-2021-time-series-and-new-data-source/
https://www.gov.scot/publications/gdp-quarterly-national-accounts-2023-q2/documents/
https://www.gov.scot/publications/exports-statistics-scotland-2021/pages/exports-to-the-rest-of-the-uk-accounted-for-over-half-of-scotlands-total-exports/
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853775/trade-survey-wales-quality-and-methodology-information.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853775/trade-survey-wales-quality-and-methodology-information.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf
https://www.gov.wales/trade-survey-wales-tsw-2021-official-statistics-development-html
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2.16

2.17

2.18

2.19

2.20

have declined from 2019, which was estimated at £35.3 billion, (however the
proportion of total external sales has increased to 56% see Figure 2.5).26 However
there was a large increase in unallocated sales from 2019 to 2021.%’

Purchases into Wales from the rest of the UK were £37.4 billion in 2021, equating
to 59% of total Welsh external purchases. For 2021 most of the purchases from
the rest of the UK were from England with 85% (£31.9 billion), followed by
Scotland and Northern Ireland with 1% (£0.5 billion) and 0.4% (£0.2 billion)
respectively. A further 13% (£4.8 billion) of UK purchases were unable to be
allocated.?®

Northern Ireland data

The Northern Ireland Statistics and Research Agency (NISRA) conducts an annual
survey on trade, the Northern Ireland Economic Trade Statistics (NIETS).?°
Improvements in the survey are underway?° with a new data portal and data
visualisation hub being launched this year. As well as comparable annual
estimates for 2019-2021, estimates are available for 2022.

In 2021, Northern Ireland’s sales to the rest of the UK were valued at an estimated
£13.7 billion and accounted for 54% of all Northern Ireland’s external sales.
Purchases from the rest of the UK are estimated at around £13.1 billion,
accounting for 62% of all Northern Ireland’s external purchases. 3!

Recent NIETS estimates for 2022 show sales to the rest of the UK have increased
to an estimated £15.7 billion however remains the same in proportion of value of
trade at 54%. Purchases from the rest of the UK have stayed stable at an estimate
£13.1 billion.3?

The ONS and HMRC also provide data on trade movements between Great
Britain and Northern Ireland.

The ONS Business Insights and Conditions Survey3? (BICS), a fortnightly business
survey, asks businesses whether they have sent goods from Great Britain to
Northern Ireland and from Northern Ireland to Great Britain in the previous 12

26 |In the 2022/23 annual report, 2019 sales to the rest of the UK were reported as £26 billion (51% of external sales). The
figures have been updated due to improvements in TSW data methodology see Trade Survey for Wales (TSW): quality
and methodology information. Also see Figure 2.4 above.

27 In 2021, ‘unallocated sales’ accounted for £20.9 billion. Comparatively, in 2019, only c. £3.9 billion was from
‘unallocated sales’.
28 Trade Survey for Wales (TSW) 2021, page 39

2% The NIETS survey is based on an annual survey of local businesses’ trade with markets inside and outside Northern

Ireland.

30 Northern Ireland Broad Economy Sales and Exports Statistics Development Plan 2021

31 The NISRA published an Overview of Northern Ireland Trade with Great Britain in July 2023 analysing NIETS data
which covered data up to 2021: NISRA Overview of Northern Ireland Trade with Great Britain 2021. These figures have
been updated for the 2022 publication.

32 Northern Ireland Economic Trade Statistics, 2022.

33 ONS Business Insights and Conditions Survey
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https://www.gov.wales/trade-survey-wales-quality-and-methodology-information-html
https://www.gov.wales/trade-survey-wales-quality-and-methodology-information-html
https://www.gov.wales/trade-survey-wales-tsw-2021-official-statistics-development-html
https://www.nisra.gov.uk/system/files/statistics/BESES-development-plan-2021.pdf
https://www.nisra.gov.uk/publications/overview-northern-ireland-trade-great-britain
https://www.ons.gov.uk/economy/economicoutputandproductivity/output/datasets/businessinsightsandimpactontheukeconomy

months and how the volume of goods sent compared with the previous month.34
This data source is a helpful cross-check for understanding any changes in
behaviour over time. An average of 4.5% of businesses®® stated they had sent
goods from Great Britain to Northern Ireland in the last 12 months3® (albeit
representing a low proportion of businesses, as shown below in the HMRC
Customs data, this represents a significant value of goods from Great Britain to
Northern Ireland). BICS data also shows that less than 2% of businesses sent
goods from Northern Ireland to Great Britain in the last 12 months.3” In terms of
volumes sent, the BICS data shows that approximately 48% of businesses
reported that volumes had stayed the same for Great Britain to Northern Ireland
sales, 24% of businesses stated volumes decreased, and 5% of businesses
reported volumes increased.®® For volumes sent from Northern Ireland to Great
Britain, similar proportions were observed. 51% of businesses stated that volumes
stayed the same for Northern Ireland to Great Britain sales, 28% reported volumes
decreased, and volumes increased for 3% of businesses.3® These responses have
stayed relatively consistent over time.

2.21  HMRC report on the movements of goods into Northern Ireland from Great Britain
based on customs data.*® HMRC reports that the Total value associated with full
declarations cleared by HMRC for movements of goods into Northern Ireland from
Great Britain in 2022 was £14.1 billion, up 13% from the 2021 total value of £12.4
billion.”! For context, the 2021 value of customs declarations represented around

34 BICS questions: Has your business sent goods from GB to Northern Ireland in the last 12 months? In September
2023, how did the volume of goods your business sent from GB to Northern Ireland compare with the previous calendar
month? Has your business sent goods from Northern Ireland to GB in the last 12 months? And In September 2023, how
did the volume of goods your business sent from Northern Ireland to GB compare with the previous calendar month?

35 ‘Currently trading’ businesses only. Average response from Wave 42 (18 October 2021 to 31 October 2021) to Wave
94 (16 October 2023 to 29 October 2023). Minimal fluctuation between survey responses.

36 See Wave 68 (17 October 2022 to 30 October 2022); Wave 70 (14 November 2022 to 27 November 2022); Wave 72
(12 December 2022 to 27 December 2022); Wave 73 (28 December 2022 to 8 January 2023); Wave 75 (23 January
2023 to 5 February 2023 23 January 2023 to 5 February 2023 ); Wave 77 (20 February 2023 to 5 March 2023); Wave 79
(20 March 2023 to 2 April 2023); Wave 81 (17 April 2023 to 30 April 2023) Wave 83 (15 May 2023 to 28 May 2023);
Wave 85 (12 June 2023 to 25 June 2023) Wave 88 (24 July 2023 to 6 August 2023); Wave 90 (21 August 2023 to 3
September 2023); Wave 92 (18 September 2023 to 1 October 2023); and Wave 94 (16 October 2023 to 29 October
2023).

37 ‘Currently trading’ businesses only. Average response from Wave 42 (18 October 2021 to 31 October 2021) to Wave
94 (16 October 2023 to 29 October 2023). Minimal fluctuation between survey responses.

38 BICS question: In [specified month], how did the volume of goods your business sent from GB to Northern Ireland
compare with the previous calendar month? Average response from Wave 44 (1 November 2021 to 28 November 2021)
to Wave 94 (1 September 2023 to 30 September 2023) was 48.0% for volume stayed the same, 24.0% for volumes
decreased, and 4.7% for volume increased.

39 BICS question: In [specified month], how did the volume of goods your business sent from Northern Ireland to GB
compare with the previous calendar month? Average response from Wave 42 (4 October 2021 to 31 October 2021) to
Wave 94 (1 September 2023 to 30 September 2023) was 50.6% for volume stayed the same, 28.1% for volumes
decreased, and 3.1% for volume increased.

40 To note, the UK and the EU have agreed the Windsor Framework, which establishes a new UK internal trade scheme
based on commercial data-sharing for the movement of goods. All data reported within the HMRC release applies to
periods before the Windsor Framework was implemented. Summary of movements of goods into Northern Ireland from
Great Britain 2022: commentary. HMRC state users should not compare the NIETS survey data published by NISRA and
the data in the HMRC release. Issues include differences in collection methodology, timeliness, and coverage. Summary
of movements of goods into Northern Ireland from Great Britain 2022: methodology notes

41 Summary of movements of goods into Northern Ireland from Great Britain 2022: commentary. The releases notes
that: ‘/tems on a declaration with a value greater than £100 million are excluded. This is to remove likely erroneous
entries and extreme outliers from this release. Any items remaining on the declaration have been included.’
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https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-commentary
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-commentary
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-methodology-notes
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-methodology-notes
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-commentary#introduction

24% of Northern Ireland’s GDP.#2 HMRC also reports that the ‘Total number of full
declarations cleared by HMRC for movements of goods into Northern Ireland from
Great Britain in 2022 was 1,470,000, up by 41% when compared with the 2021
declaration count of 1,040,000. Total number of unique businesses moving goods
into Northern Ireland from Great Britain in 2022 was 12,800, up by 22% when
compared with the 2021 business count of 10,500".4% Whilst the data indicates that
the total number of full declarations cleared by HMRC and the total number of
unique businesses moving goods into Northern Ireland from Great Britain, as seen
in Figure 2.6, have increased from 2021 to 2022, HMRC notes that caution is
advised when drawing conclusions about the year-on-year changes given the data
reports the date the goods were cleared, and not when the goods were moved.
Data was only collected from January 2021, therefore in the first year of collection
it is likely that there would be less than a full year of transactions recorded
because of the lag in reporting.*

Figure 2.6: Yearly count of full declarations and count of businesses associated with full declarations
cleared by HMRC split by different declaration systems
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Source: Administrative data extracted from HMRC’s Customs Declaration Service (CDS)

42 The ONS Gross Domestic Product figures, at 2021 market prices, indicate Northern Ireland’s GDP was £51.7 billion in
2021, suggesting that the £12.4 billion value of customs declarations in 2021 represented ¢.24% of GDP.

43 Summary of movements of goods into Northern Ireland from Great Britain 2022: commentary

44 The clearance date of a declaration was used to select declarations from the 2021 and 2022 annual periods. As this
publication is based on the date the goods were cleared, and not when the goods were moved, these caveats should be
noted: Goods moved in 2021 may have been reported on a declaration that was not received by HMRC until 2022. The
data on this declaration would be recorded for the 2022 period. Goods moved in 2022 may be reported on a declaration
that is submitted in 2023. The data on this declaration would be recorded for the 2023 period, and not included in this
publication. Caution is advised when drawing conclusions about the year-on-year changes of the movement of goods
into Northern Ireland from Great Britain. The definition of this data is “Full declarations cleared by HMRC between 1st
January 2021 and 31st December 2022 for movements of goods into Northern Ireland from Great Britain” The clearance
date of a declaration was used to select declarations from the 2021 and 2022 annual periods. Summary of movements of
goods into Northern Ireland from Great Britain 2022: methodology notes. The collection of data for goods moving into NI
from GB has only been required since 1st January 2021 as part of the Northern Ireland Protocol (NIP) and end of the
Transition Period. Summary of movements of goods into Northern Ireland from Great Britain 2021 - GOV.UK

(www.gov.uk)
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https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-commentary#introduction
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-commentary#introduction
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-methodology-notes
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2022-methodology-notes
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2021/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2021#data-notes-and-understanding
https://www.gov.uk/government/statistics/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2021/summary-of-movements-of-goods-into-northern-ireland-from-great-britain-2021#data-notes-and-understanding

Who trades within the UK?

2.22 In this section we review the best available evidence to provide insights into the
extent to which different types of business trade with other parts of the UK and the
potential barriers they face. We also note whether there has been a change since
the 2022-2023 annual report. We rely on the ONS Business Insights and
Conditions Survey*® (BICS), which has questions on the proportion of UK
businesses that trade with other UK nations and the challenges businesses face
when doing so, and national trade data. It is noted that data is based on weighted
estimates from the voluntary fortnightly business survey (BICS) about financial
performance, workforce, prices, trade, and business resilience. The survey was
sent to around 39,000 UK businesses, and results presented in this report are
based on a response rate of around 20%-30% (7,800 — 11,700 businesses) across
Waves 63 — 95 of the survey.*®

2.23  BICS asked businesses whether they had sold goods or services to/from other UK
nations.*” A new question on purchases was included in the October 2023 BICS.
There is only one data point for purchases, therefore we do not make inferences
from responses but purely report findings. Next year, more data points will enable
us to make more informative comparisons.

2.24  The results are consistent with the findings in the 2022-23 annual report, with
around 15% of businesses reporting they had sold to other UK nations.*® For
comparison, around 10% of businesses had exported internationally in the last 12
months.*® Approximately 10% of businesses reported they had purchased from
other UK nations within the last 12 months.>°

Trade by industry sector

2.25 BICS evidence suggests that businesses in the manufacturing and wholesale and
retail trade sectors are generally more likely to trade with other UK nations (see
Figure 2.7.7). On average, the survey results indicate over 30% of businesses
within the manufacturing industry sell to other UK nations, whilst approximately
18% of businesses in this sector state they purchase from other UK nations

45 ONS Business Insights and Conditions Survey

46 Business insights and impact on the UK economy - Office for National Statistics (ons.gov.uk)

47 BICS questions: 'In the last 12 months, has your business sold goods or services to customers in other UK nations?"
Responses: ‘Yes’, ‘No’, ‘Not Sure’. Period covered August 2022 to November 2023. Publications: Wave 63 (8-21 August
2022), Wave 68 (17-30 October 2022), Wave 75 (23 January — 5 February 2023), Wave 81 (17 April 2023 to 30 April
2023), Wave 88 (24 July 2023 to 6 August 2023) and Wave 95 (30 October 2023 to 12 November 2023) Survey question
'In the last 12 months, has your business purchased goods or services from suppliers in other UK nations?' Responses:
‘Yes', ‘No’, ‘Not Sure’. Period covered Wave 94 (16 October 2023 to 29 October 2023).

48 BICS sales to other UK nations. Category: All Businesses. Publications: Wave 63: 14%, Wave 68: 16%, Wave 75:
15%, Wave 81: 16%, Wave 88: 14% and Wave 95: 12%.

49 BICS survey question: ‘Which of the following best describes your export status?’. Response: ‘Exported in the last 12
months’. Wave 94: 10%.

50 BICS purchases from other UK nations. All Businesses: Wave 94: 10%.
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(purchase data is one data point).>! For businesses within the wholesale and retail
trade industry, on average approximately 25% sell to other UK nations whilst
approximately 15% state they purchase from other UK nations.>?

Figure 2.7: Proportion of businesses making intra-UK sales/purchases by industry sector
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Source: Business Insights and Conditions Survey

BICS questions: 'In the last 12 months, has your business sold goods or services to customers in other UK nations?' 'In the last 12
months, has your business purchased goods or services from suppliers in other UK nations’.

Notes: Sales data: Average of Wave 63 (8-21 August 2022), Wave 68 (17-30 October 2022), Wave 75 (23 January — 5 February 2023),
Wave 81 (17 April 2023 to 30 April 2023), Wave 88 (24 July 2023 to 6 August 2023) and Wave 95 (30 October 2023 to 12 November
2023). Purchase data: Wave 94 (16 October 2023 to 29 October 2023).

2.26  National trade data shows the proportion of intra-UK sales by industry sectors
varies by UK nation (see Figure 2.8). For example, in Wales and Northern Ireland,
the Manufacturing sector accounts for the largest value of sales to the rest of the
UK whilst in Scotland, Business and other services was the largest sector. This is
consistent with our findings within the 2022-23 annual report.

51 BICS sales to other UK nations by industry. Manufacturing: Wave 63: 29%, Wave 68: 32%, Wave 75: 41%, Wave 81:
39%, Wave 88: 35% and Wave 95: 21.3%. BICS purchases from other UK nations. Manufacturing: Wave 94: 18%,

52 BICS sales to other UK nations by industry. Wholesale and retail trade: Wave 63: 26%, Wave 68: 25%, Wave 75: 22%,
Wave 81: 25%, Wave 88: 23% and Wave 95: 21.3%. Wholesale and retail trade: Wave 94: 15%.



(@ In 2021, Scotland’s sales to the rest of the UK relied heavily on Business and
other services®s, particularly financial and insurance activities valued at an
estimated £9.2 billion (19% of Scotland’s sales). In comparison international
sales relied more heavily on manufacturing.>* This has been a consistent
trend since 2019. Purchase data by sector for 2021 is not available for
Scotland.>

(b) For Wales, in 2021, the Manufacturing sector made up almost half (49.1%,
£16.0 billion) of the value of sales to the rest of the UK.%® This was followed
by the Business and other services sector (23.9%, £7.8 billion). The Trade,
accommodation and transport sector accounted for the highest proportion of
Welsh purchases from the rest of the UK in 2021 at 37.2% (£13.9 billion).%’
This was followed by almost a quarter of purchases from the Manufacturing
sector (24.5%, £9.1 billion), in 2021.

(c) For Northern Ireland, the Manufacturing sector also made up almost half
(43%, £5.9 billion) of the value of sales to the rest of the UK. The Trade,
accommodation and transport sector accounted for the highest proportion of
Northern Ireland purchases from the rest of the UK in 2021 at 64.7% (£8.5
billion). This is consistent with purchase data in both 2019 and 2020, with
Manufacturing being the second largest sector (19.1%, £2.5 billion in 2021).

53 ‘Business and other services’ defined as Information and communication, Financial and insurance activities, Real
estate activities Professional, scientific and technical activities, Administrative and support service activities, Education
and Other Services.

54 Exports statistics Scotland 2021 Figure 5. Manufacturing accounted for the largest proportion of Scotland’s
international sales, whereas services accounted for the largest proportion of sales to the rest of the UK and Figure 7. In
2021, for sales to the rest of the UK, financial and insurance activities was the highest value sector.

55 Whilst annual imports with product breakdown are available in Supply and Use Tables (Supply, Use and Input-Output
Tables: 1998-2020 - gov.scot (www.gov.scot)), and provide the baseline for provisional estimates in QNAS, the latest
release is for 1998-2020 and so does not cover 2021 data.

56 England accounting for 87% (£13.8 billion), Scotland 5% (£0.8 billion) and Northern Ireland 4% (£0.7 billion). Trade
Survey for Wales (TSW): 2021 (official statistics in development) | GOV.WALES, page 19

57 England accounting for 83% (£11.6 billion) of purchase value in this sector. Trade Survey for Wales (TSW): 2021
(official statistics in development) | GOV.WALES, page 40
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https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf
https://www.gov.wales/sites/default/files/pdf-versions/2023/11/3/1698853650/trade-survey-wales-tsw-2021-official-statistics-development.pdf

Figure 2.8: Estimates of intra-UK sales/purchases by industry sector, 2021
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Source: Northern Ireland Economic Trade Statistics, 2022;; Trade Survey Wales, 2021; GDP Quarterly National Accounts Scotland:
2023; Export Statistics Scotland, 2021.
Note: Scotland does not release purchase data by sector.

Trade by business size

2.27  Our analysis of the available evidence suggests business size continues to impact
the likelihood of intra-UK trade. Evidence from the BICS suggests that larger
businesses are more likely to trade across the UK than smaller ones, both in terms
of sales and purchases.>® As shown in Figure 2.9, less than 15% of micro
businesses (0-9 employees) made sales to other UK nations, compared with over
40% of large businesses (250+ employees). This trend is also reflected in
purchases.

58 BICS questions: In the last 12 months, has your business sold goods or services to customers in other UK nations?
Response: Yes. 'In the last 12 months, has your business purchased goods or services to customers in other UK
nations?' Responses: ‘Yes'.
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https://datavis.nisra.gov.uk/economy-and-labour-market/northern-ireland-economic-trade-statistics-2022.html
https://www.gov.wales/trade-survey-wales-2021
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Figure 2.9: Proportion of businesses with intra-UK sales/purchases by size band (employees)
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Source: Business Insights and Conditions Survey

BICS questions: 'In the last 12 months, has your business sold goods or services to customers in other UK nations?' 'In the last 12
months, has your business purchased goods or services from suppliers in other UK nations’.

Notes: A large proportion of the BICS sample is accounted for by small businesses

Sales data: Average of Wave 63 (8-21 August 2022), Wave 68 (17-30 October 2022), Wave 75 (23 January — 5 February 2023), Wave
81 (17 April 2023 to 30 April 2023), Wave 88 (24 July 2023 to 6 August 2023) and Wave 95 (30 October 2023 to 12 November 2023).
Purchase data: Wave 94 (16 October 2023 to 29 October 2023).

2.28 Evidence from the BICS is largely supported by other intra-UK trade data from
Scotland, Wales and Northern Ireland, as seen in Figure 2.10.

(@)

(b)

For Scotland and Northern Ireland, from 2019-2021 there has been a
consistent picture that larger businesses represented a higher proportion of
sales to the rest of the UK (at approximately 60% for Scotland and
approximately 45% for Northern Ireland).

For Wales, in 2021, large businesses accounted for a higher proportion of
trade across the UK than smaller ones, both in terms of sales (38%, £12.4
billion) and purchases (64%, £23.8 billion).%° For sales, this is a change from
2019, which saw medium sized businesses marginally having the largest
share of total sales to the rest of the UK (39%, £13.6 billion), closely followed
by large businesses (38%, £13.3 billion). For purchases the trend has
remained the same, with large businesses representing the majority of trade
to the rest of the UK (57%, £15.6 billion in 2019).

59 Trade Survey for Wales (TSW): 2021 (official statistics in development) | GOV.WALES, page 18 and 40.
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Figure 2.10: Estimates of intra-UK sales/purchases by business size, 2021

" 70.0%

b

© 60.0%

S

8. 50.0%

=

@ 40.0%

3o

2 (—36 30.0%

Tz

S 20.0%

£

o 10.0%

S

s 0.0%

2 =% s§% sE§E8% 3§% TE8 3§68
g5 535 S35 Fg: S35 Fgcs

> > S S S S
Sales Purchases Sales Purchases Sales Purchases
Scotland Wales Northern Ireland

Source: Northern Ireland Economic Trade Statistics, 2022; Trade Survey Wales, 2021; GDP Quarterly National Accounts Scotland:
2023; Export Statistics Scotland, 2021.

Note: Scotland does not release purchase data;

Business Sizes are as follows: Small = 0-49 employees, Medium = 50-249 employees, Large = 250+ employees

Experiences of intra-UK trade

2.29 Based on BICS®0, it continues to be the case that more than half of businesses
that sold goods and services to customers in other UK nations did not face any
challenges when doing s0.6* Of those businesses who did engage in trade with
other UK nations, the number experiencing challenges due to differences in rules
or regulations is low at less than 10% and has remained low over time.®? In the
2022-23 annual report transport costs®? were cited as the biggest problem, but
now a lack of demand®* is the highest reported concern with 17% of businesses
citing this issue. Challenges related to the Northern Ireland Protocol was stated by
an average of 8% of businesses as a challenge experienced when selling goods
or services to customers in other UK.%°

60 BICS question: 'In the last 12 months, which of the following challenges, if any, has your business experienced when
selling goods or services to customers in other UK nations? Challenges related to the Northern Ireland Protocol;
Differences in rules or regulations; Lack of demand; Supply chain disruption; Transport capacity; Transport costs; Other;
Not Sure; Business did not experience any challenges.

61 Business did not experience any challenges: Wave 63: 56%, Wave 68: 53%, Wave 75: 55%, Wave 81: 60%, Wave 88:
60% and Wave 95: 57%.

62 Business did not experience any challenges: Wave 63: 9% (base size 3171), Wave 68: 5% (base size 3455), Wave
75: 8% (base size 3595), Wave 81: 5%, Wave 88: 5% and Wave 95: 6%.

63 Transport costs: Wave 63: 17% (base size 3171), Wave 68: 17% (base size 3455), Wave 75: 22% (base size 3595),
Wave 81: 14%, Wave 88: 14% and Wave 95: 11%.

64 Lack of demand: Wave 63: 14% (base size 3171), Wave 68: 14% (base size 3455), Wave 75: 12% (base size 3595),
Wave 81: 12%, Wave 88: 14% and Wave 95: 17%.

65 Challenges related to the Northern Ireland Protocol: Wave 63: 10% (base size 3171), Wave 68: 9% (base size 3455),
Wave 75: 9% (base size 3595), Wave 81: 7%, Wave 88: 8% and Wave 95: 7%.
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Conclusion

2.30

231

2.32

In 2021, intra-UK trade remained important to the UK nations, representing
between 43% to 65% of the external sales and purchases of Scotland, Wales and
Northern Ireland. This represented £94.7 billion worth of intra-UK sales for
Scotland, Wales and Northern Ireland and £119.1 billion for intra-UK purchases in
2021. To date, we do not see much change over time, either looking back to 2019
or, in the case of Northern Ireland where we have more up to date numbers,
looking forward to 2022. It is too early to comment on overall trends given the
disruption from Covid-19. Updated data for England is not available.®¢ As stated in
last year’s annual report, the Economic Statistics Centre of Excellence (ESCoE)
estimates that intra-UK sales (including figures for England) amounted to around
£190 billion in 2015.

In this year’s report, we make use of additional ONS data from BICS and from
HMRC, to better understand trade flows between Great Britain and Northern
Ireland. BICS data suggests an average of 4.5% of businesses stated they had
sent goods from Great Britain to Northern Ireland in the last 12 months (albeit
representing a low proportion of businesses, this represents a significant value of
goods from Great Britain to Northern Ireland, with HMRC reporting that the ‘Total
value associated with full declarations cleared by HMRC for movements of goods
into Northern Ireland from Great Britain in 2022 was £14.1 billion, up 13% from the
2021 total value of £12.4 billion’. For context, the 2021 value of customs
declarations represented around 24% of Northern Ireland’s GDP®"). For goods
sent from Northern Ireland to Great Britain this was less than 2%. Further, HMRC
report that, based on customs data, ‘the total number of unique businesses
moving goods into Northern Ireland from Great Britain in 2022 is 12,800, up by
22% when compared with the 2021 business count of 10,500’, although caution
must be exercised when comparing year-on-year figures due to lags in the data as
explained at paragraph 2.21.

BICS evidence indicates that businesses in the manufacturing and wholesale and
retail trade sectors are generally more likely to trade with other UK nations.
National trade data shows the proportion of intra-UK sales by industry sectors
varies by UK nation. For example, in Wales and Northern Ireland, the
Manufacturing sector accounted for the largest value of sales to the rest of the UK
whilst in Scotland, Business and other services was the largest sector. For intra-
UK purchases, we only have data for Wales and Northern Ireland, whereby we

66 ONS has developed an experimental methodology
https://www.ons.gov.uk/businessindustryandtrade/internationaltrade/methodologies/experimentalmethodologyforproducin

gukinterregionaltradeestimates

to make the devolved trade statistics comparable and calculate estimates for England based on the residual, leveraging
other data sources (haulage data, payments data) to supplement the trade surveys and fill known data gaps. This will
generate consistent estimates of intra-UK trade for all four nations by autumn 2024.

67 The ONS Gross Domestic Product figures, at 2021 market prices, indicate Northern Ireland’s GDP was £51.7 billion in
2021, suggesting that the £12.4 billion value of customs declarations in 2021 represented c.24% of GDP
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2.33

2.34

2.35

observed that purchases from Trade, Accommodation and Transport sector is the
largest proportion of total external purchases, followed by the Manufacturing
sector. This has been a consistent trend for both intra-UK sales and purchases by
industry sector since 2019.

In 2021, we observed that in terms of intra-UK sales, larger firms contributed a
higher proportion of total external sales to the rest of the UK for Scotland, Wales
and Northern Ireland. This is a consistent trend since 2019 for both Scotland and
Northern Ireland. For Wales, in 2019 medium sized businesses marginally had the
largest share of intra-UK sales at 39% compared to large businesses at 38%.
Further, this intra-UK trade data is largely supported by evidence from the BICS,
whereby we continue to find that trade is more common among larger businesses.

Finally, we continue to observe that businesses are generally finding it easy to
trade with other UK nations, with the majority of firms responding to the BICS that
they have not encountered challenges.

Overall, the available data on intra-UK trade remains limited but improvements are
underway. As set out in the OIM Data Strategy Roadmap®® projects being
undertaken should improve the collective understanding of how the UK internal
market is operating. We expect estimates of intra-UK trade covering all four UK
nations to be available by Autumn 2024. Additionally, next year with more data
points, we will be able to make better comparisons on both sales and purchases
from the BICS data.

68 OIM Data Strateqy Roadmap 2023
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3.

REGULATORY LANDSCAPE AND DEVELOPMENTS

Key findings

Over the last year, there has been a significant increase in the number of proposed
differences in regulations within the scope of UKIMA

Most of these proposed regulations are in relation to goods although there have also
been developments in relation to services and regulated professions

The goods sector most affected is food and drink. For services, the proposed
regulations apply to a more diverse range of economic activities. A small number of
proposed regulations relate to defining new regulated professions.

Proportionally speaking, substantially more economic activity (as measured by
employment) in services is outside the scope of UKIMA than is the case for goods but
the size of the services sector relative to goods means that in absolute terms most
economic activity that is subject to UKIMA is in services

To date, there have been only modest effects on internal market in relation to goods. It
is too early to identify effects in relation to services. We have not identified effects in
relation to the regulated professions

3.1

In this chapter we discuss the regulatory landscape and the regulatory
developments within the scope of UKIMA in relation to each of goods, services
and regulated professions. That discussion must be understood in the light of
various developments to the internal market regime which have taken place over
the last year. A summary of those changes is set out at Appendix A. It should also
be read in conjunction with the data on aggregate trade flows discussed in
Chapter 1, which helps position these developments discussed in this chapter in
their broader context. In addition, four of the regulatory developments we discuss
in this chapter form the basis for the case studies of businesses’ strategies in
response to regulatory differences that are set out in Chapter 4.

Goods

Regulatory landscape assessment in relation to goods

3.2

Figure 3.1 shows for each nation the proportion of employment®® that is in sub-
sectors where sector-specific policy making falls into one of three categories:

69 We have used employment data because of the superior granularity in the available data compared with gross-value-
added data. We anticipate that if gross-value-added data had been available it would have produced slightly different
percentage figures as some sub-sectors of the economy produce more gross-value-added per employee than others.
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(@) Employment in sub-sectors where sector specific policy making is reserved
(ie not subject to regulatory difference between the nations)°;

(b) Employment in sub-sectors where sector specific policy making is devolved
but excluded from UKIMA (ie potentially subject to regulatory difference but
not the MAPS); and

(c) Employment in sub-sectors where sector-specific policy making is devolved
but is not excluded from UKIMA (ie potentially subject to regulatory difference
and the MAPSs).

3.3 The data shows that for each nation the proportion of employment in goods sub-
sectors that are in the first category (where there cannot be regulatory difference
within GB and only between GB and NI in the case of UK-EU divergence) are a
small proportion of total employment in goods (for detail on the methodology used
to calculate these figures see Appendix B — the figures should be treated as rough
estimates). Of the goods sub-sectors where regulations could differ, in each
nation, only a small percentage is in sub-sectors that are excluded from UKIMA.

Figure 3.1: Goods sector economic activity (percentage of total goods sector employment) by
relationship with regulatory difference and the MAPs

England
1.80% 2 20%

m Reserved or excepted (not subject to
regulatory difference)

Devolved but excluded (potentially
subject to regulatory difference but not
the MAPs)

= Devolved without exclusion (potentially
subject to regulatory difference and the
MAPs)

96.00%

70 References to ‘reserved’ matters include excepted matters in Northern Ireland. Note, however, that the UK government
could diverge GB from EU regulations for goods in excepted matters covered by the Windsor Framework and hence
create regulatory difference within the UK.

% In this context ‘total goods sector employment’ refers to SIC sections A-C and F.
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Scotland Wales Northern Ireland
1.30% 1.50% 2.50% 2.40% 0.00% 1.90%

97.00% 95.10% 98.10%

Source:

GB: NOMIS database, 2021 data, count by Employment

NI: Business Register and Employment Survey, 2021 data, count by Employees

Note: Charts are based to be all the same size and are not to scale of the proportion of each nations’ employment figures in the Goods
Sector.

Please see Appendix B: ASSESSMENT OF THE REGULATORY LANDSCAPE for more information on the relationship with the
regulatory difference and the MAPs. However, in interpreting these figures it must be noted that in every UK nation services account for
a much greater proportion of employment (and economic output) than do goods. England’s Services sector accounts for 86% of
employment compared to only 14% of English employment occurring in the Goods sector. Therefore, England’s services sector is
roughly six times larger than England’s goods sector. For Scotland the equivalent figures are 83% and 17%; Wales 82% and 18%; and
NI 85% and 15%.

Current and upcoming regulatory changes in relation to goods

3.4 In our statutory role to monitor the internal market, including regulatory difference
that might have impacts on its operation, we have identified an increased level of
relevant regulatory developments compared to the 2022-23 annual report. We
have also observed an increased number of cases where initial policy
development might have indicated potential regulatory difference but ultimately
Governments reached a level of alignment to allow UK-wide consultations.

3.5 The broad sectors where we consider regulatory difference to be most likely to
occur have not changed since the 2022-23 annual report. These include (but are
not limited to) environment, food and drink, public health measures, and animal
welfare.

3.6 Regulatory developments that we focus on in this section have been identified by
gathering intelligence through publicly available sources (such as Governments’
publications, announcements), regular stakeholder engagement, submissions to
the OIM webform and questionnaires sent to the four governments in the UK.”?
The list presented in this section is not exhaustive. It includes regulatory
developments that have a good level of publicly available policy detail to inform

72 The OIM webform allows stakeholders to report an issue with buying or selling goods or services between different
parts of the UK, or difficulty using a professional qualification awarded in one part of the UK. Report a UK Internal Market
issue.
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3.7

3.8

3.9

3.10

our understanding of the potential regulatory difference and/or have a certain level
of interest generated by stakeholders. No conclusions should be drawn from the
ordering of the presentation of the regulations in this section.

In the 2022-23 annual report, we identified a number of regulatory developments
that were affecting, or had the potential to affect, the UK internal market. Of those,
four (Single-use plastic, Deposit Return Schemes, High fat, salt or sugar food and
drink restrictions, and Precision breeding) are covered as case studies in chapter
4. We provide details about those regulations below. All other regulatory
developments that we have identified are set out in Appendix C.

Single use plastic

Measures have been brought into force across all parts of the UK to tackle the
issue of single-use plastic waste. At the time of our 2022-23 annual report, the UK
Government (in England) and the Scottish Government had implemented bans on
the supply and, in the case of Scotland, the manufacture of certain single use
plastic products.” Further, an exclusion disapplying the MAPs in relation to these
products had been agreed under the Resources and Waste Common
Framework.’*

Since the 2022-23 annual report, the UK and Welsh Governments have introduced
further bans on the sale of single-use plastics.”® In England, the UK Government’s
new ban came into effect on 1 October 2023 and prohibits the supply of single-use
plastic cutlery, balloon sticks, plates, trays or bowls and certain types of
polystyrene food containers, drinks containers and cups.’® The Welsh
Government’s ban came into force on 30 October 2023 and prohibits the supply of
single-use: plastic plates, cutlery, drinks stirrers, balloon sticks, drinking straws,
plastic-stemmed cotton buds, and cups and food containers made of polystyrene.
The Welsh Government’s legislation provides for a ‘second phase’ of its ban,
which we discuss in Appendix C, paragraphs C.12-C.14.

The scope of the bans vary in terms of the single-use plastics they cover. For
example, the supply of plastic bowls or trays is only banned in England and is not
covered by bans elsewhere in the UK. It will also not be covered by the existing
exclusion for single-use plastics and so will be subject to the MAPs for goods.””

73 UK: The Environmental Protection (Plastic Straws, Cotton Buds and Stirrers) (England) Requlations 2020; Scotland:
The Environmental Protection (Cotton Buds) (Scotland) Regulations 2019; The Environmental Protection (Single-use

Plastic Products) (Scotland) Regulations 2021.

74 The United Kingdom Internal Market Act 2020 (Exclusions from Market Access Principles: Single-Use Plastics)

Requlations 2022.
75 The Environmental Protection (Plastic Plates etc. and Polystyrene Containers etc.) (England) Requlations 2023; The

Environmental Protection (Single-use Plastic Products) (Wales) Act.

76 The UK Government’s earlier ban covered the supply of single-use plastic drinking straws, drinks stirrers and plastic-
stemmed cotton buds.

77 The explanatory note to the UK ban (applying in England) acknowledged that existing UKIMA exclusion will not apply
to the prohibition on single-use trays and bowls.
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https://www.legislation.gov.uk/asc/2023/2/enacted
https://www.legislation.gov.uk/asc/2023/2/enacted
https://www.legislation.gov.uk/ssi/2021/410/contents/made
https://www.legislation.gov.uk/ssi/2021/410/contents/made

3.11

3.12

3.13

3.14

The bans also vary in respect of the activities that are prohibited. While the bans in
England and Wales prohibit the supply of certain products, the existing ban in
Scotland also prohibits their manufacture in Scotland.

In Northern Ireland, there are currently no restrictions on single-use plastic items,
but the Department for Agriculture, Environment and Rural Affairs (DAERA) has
consulted on policy options for the reduction of single-use plastic beverage cups
and food containers, including a ban on the use of these items as one option.
DAERA explained to us that regulations restricting single use plastics have not
been made in Northern Ireland because there has not been a functioning
Assembly, but future restrictions will go beyond those implemented in Great Britain
due to obligations under the Windsor Framework. Planned future restrictions are
set out in Table 4.1.

Deposit Return Schemes (DRS)

DRS aim to increase recycling rates for drinks containers by incentivising
consumers to return them. They work by applying a charge to in-scope containers
that can be redeemed when the container is returned. As waste management
policy is devolved in the UK, the development and introduction of DRS is the
responsibility of the four governments across the UK. As noted in our 2022-23
annual report, the four governments are working towards development of DRS.

Following publication of the 2022-23 annual report, the UK Government agreed a
time-limited exclusion for the Scottish Government’s scheme, which was to be
launched ahead of the joint scheme in England, Wales and Northern Ireland.’® In
May 2023 the UK Government set out that any exclusion would only cover PET
plastic, aluminium and steel cans — it would not include glass. The Scottish
Government has since delayed the launch of its scheme to bring its
commencement into line with the planned launch date (1 October 2025) of the joint
scheme in England, Wales and Northern Ireland.” Regulations establishing the
joint scheme are not currently available and the Deposit Management
Organisation (the scheme administrator) is expected to be appointed by summer
202480

A significant difference between the schemes continues to be the materials in
scope. In England and Northern Ireland, materials included are polyethylene
terephthalate (PET) plastic, steel and aluminium containers.8! In addition to those

8 Policy statement: Scottish Deposit Return Scheme - UK internal market exclusion, 27 May 2023.
Policy statement: Scottish Deposit Return Scheme - UK internal market exclusion - GOV.UK (www.gov.uk)

79 The Deposit and Return Scheme for Scotland (Miscellaneous Amendment) Regulations 2023.

80 |ntroducing a Deposit Return Scheme for drinks containers in England, Wales and Northern Ireland, Government

response, 20 January 2023, page 29.
81 |bid., page 10
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https://www.legislation.gov.uk/sdsi/2023/9780111057872
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1130296/DRS_Government_response_Jan_2023.pdf

3.15

3.16

3.17

3.18

3.19

materials, Wales and Scotland also intend to include glass containers in their
schemes, though their positions on this are not yet fully confirmed.8?

The Welsh Government told us that it remains committed to including glass
containers in the joint scheme as it applies in Wales. The Scottish Government
has not confirmed whether glass containers will remain covered by its scheme.
DBT noted its work with the Devolved Governments to develop interoperable
schemes across the UK that do not create unnecessary trade barriers. DAERA
highlighted that the implications of differences in scope (e.g. glass) have been
considered as part of the development of DRS across the UK.

High fat, salt or sugar (HFSS) food and drink

The UK Government has put in place regulations to restrict the promotion of
targeted HFSS foods by location and volume price in England under the Food
(Promotion and Placement) (England) Regulations 2021 .83 Restrictions on the
location of HFSS products are in key selling locations such as checkouts, store
entrances, aisle ends and their online equivalents came into force in October
2022.

Since the 2022-23 annual report, the UK Government’s restrictions on the
promotion of HFSS products in England by volume price, such as ‘buy 1 get 1 free
or ‘3 for 2’, which were set to come into force on 1 October 2023 were further
delayed to 1 October 2025.84 The Welsh Government is planning to roll out its
HFSS promotion restrictions in 2024. This will broadly align Wales with England
with respect to location and volume promotion restrictions. Welsh Government
also plans to align with England on the same product categories included in
legislation. However, the options for including additional restrictions on meal deals,
temporary price promotions, and free-standing display units in stores are also
being considered.

The Scottish Government confirmed in a statement to the Scottish Parliament
plans to consult on the detail of proposed regulation to restrict the promotion of
less healthy food and drink where those are sold to the public. The consultation is
expected to be published early in 2024.

In Northern Ireland, promotional restrictions on HFSS products are being
considered as part of a new draft obesity strategic framework, which has been
issued for public consultation.

82 |bid., page 10.

83 Foods are classed as HFSS using the Food Standards Agency’s 2004-2005 nutrient profile model. However, in UK
Government’s regulations only pre-packed HFSS products in 13 specific categories will be subject to promotional
restrictions.

84 Government delays restrictions on multibuy deals and advertising on TV and online - GOV.UK (www.gov.uk)
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3.20

3.21

3.22

3.23

3.24

There is likely to be broad alignment as to what is in scope of the HFSS promotion
restrictions across the UK. Subject to the outcome of further consultation by the
Scottish Government, potential regulatory difference may arise in relation to meal
deals and temporary price reductions being in scope of the HFSS promotion
restrictions in Wales and Scotland but not within England.

Precision breeding

In May 2022, the UK Government introduced the Genetic Technology (Precision
Breeding) Bill, which alters the definition of Genetically Modified Organisms
(GMOs) in England to exclude certain organisms created via precision breeding
technologies. The change is intended to simplify the process of obtaining
authorisation to market precision-bred plants and animals (PBOSs), relative to the
requirements for authorising GMOs.

Since the 2022-23 annual report, the Genetic Technology (Precision Breeding) Act
2023 (the Precision Breeding Act) was passed in March 2023 and seeks to
remove PBOs from the GMO legislation, introducing legislation to develop an
alternative framework to regulate their use, including a register of PBOs.
Secondary legislation that will set out how the Precision Breeding Act will work in
practice is expected to be in place by the end of 2024.

The Precision Breeding Act applies only to England. Neither Scotland nor Wales
are planning to introduce similar legislation and continue to watch the
developments at EU level closely, with the Welsh Government indicating to us that
it is considering its approach to gene editing. Northern Ireland is required by the
Windsor Framework to follow EU regulations on GMOs. Notably, the EU has
published its proposal for legislation on plants obtained by certain genomic
techniques and their food and feed, which, if enacted, would result in similar
legislation to the Precision Breeding Act.8> However, this is not likely to occur until
after the Precision Breeding Act’s provisions are implemented and operational.

Implementation of the Precision Breeding Act and associated secondary
legislation will result in regulatory difference between England and rest of the UK.
On the issue of this potential difference, DBT highlighted to us that under UKIMA,
precision-bred plants and animals, and food and feed derived from them, which
are produced or imported into England can be legally marketed in another part of
the UK. DBT also indicated that they are monitoring global regulations on genetic
technology, including in the EU.

85 Proposal for a Requlation of the European Parliament and of the Council on plants obtained by certain new genomic

technigues and their food and feed
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Further regulatory developments in relation to goods

3.25  Further regulatory developments that we identified in relation to goods are listed
below, with details set out in Appendix C:
(@) Fireworks
(b) Rodent glue traps and animal snares
(c) Vapes
(d) Alcohol advertising
(e) Further single-use plastic measures
() Minimum unit pricing of alcohol
(g) Net zero policies (phasing out of gas boilers, and petrol/diesel cars)
(h) Plasticated wet wipes
() Reforms to assimilated law on wine
() XL Bully dogs
Services

Regulatory landscape assessment in relation to services

3.26

3.27

Figure 3.2 shows that for each nation the proportion of services employment that
is in sub-sectors that are not subject to regulatory difference is much larger
(ranging from 13% to 4%) than for goods. Similarly, for each nation, the proportion
of employment that is in services sub-sectors that are devolved but excluded from
UKIMA is also substantially higher than for goods. This means that the proportion
of employment in the third category of sub-sectors that potentially subject to
regulatory difference and the MAPs is somewhat smaller than for goods, although
still the largest category.

For this reason, in each nation, the total number of people employed in services
sub-sectors that are potentially subject to both regulatory difference and the MAPs
is still greater than equivalent number for goods.
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Figure 3.2: Services sector economic activity (percentage of total services employment®) by
relationship with the regulatory difference and the MAPs

England

13%
m Reserved or excepted (not subject to
regulatory difference)

Devolved but excluded (potentially
subject to regulatory difference but not
27% the MAPs)

59%
= Devolved without exclusion (potentially

subject to regulatory difference and the
MAPs)

Scotland Wales Northern Ireland

10% 9% 4%

32% 32%
59%
65%
Source:

GB: NOMIS database, 2021 data, count by Employment
NI: Business Register and Employment Survey, 2021 data, count by Employees
Note: Charts are based to be all the same size and are not to scale of the proportion of each nations’ employment figures in the

Services Sector

31%

58%

Current and upcoming regulatory developments in relation to services

3.28 The evidence we gathered for our annual and periodic reports published in March
2023 focused mainly on the operation of the MAPs in relation to goods, as we did
not identify evidence of regulatory changes that might interact with the MAPs as
they apply to services. In this report, we have expanded our coverage on the
internal market by including additional analysis of services. We have identified the
following regulatory developments in relation to services, with details set out in
Appendix C:

(@) Rodent glue traps

86 |n this context ‘total services employment’ refers to SIC sections D, E and G-T.
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(b) Regulation of cosmetic procedures
(c) National standards for taxi and private hire vehicles
(d) Licensing of activities involving animals

(e) Tourism measures (licensing of short-term lets and visitor levies)

Regulated professions

Introduction

3.29

3.30

3.31

3.32

In this section, we provide an analysis of the regulated professions in the UK,
using information from the UK Regulated Professions Register and data collected
from regulators or public sources.

First, we provide an economic overview of the regulated professions, setting out
how many fall into each of three distinct scenarios which, together, describe the
regulatory landscape.

We outline the nature of the regulatory differences we found in regulated
professions which are subject to multiple regulatory regimes across the UK
nations. We then discuss which regulated professions are impacted by reserved
matters, and which are excepted or out of scope of UKIMA. For these professions,
we present indicative estimates of the number of professional registrations made
with their regulators.

Finally, we identify upcoming regulatory developments which could create
additional regulated professions in future.

Regulatory landscape

3.33

There are 192 regulated professions across the UK, in which we found 3.5 million
economically active professional registrations®” with regulators. 81 professions are
regulated on a UK-wide basis. The remaining 111 are therefore potentially subject
to regulatory difference. Of these, 90 require only that a professional register with
a different national regulator to trade cross-border. These professions account for
around 1.5 million professional registrations. The remaining 21, which are mostly
legal professions, require a professional to obtain a different national qualification
to trade cross-border. There are around 250,000 professional registrations in
these professions. To put these numbers in context, there are approximately 36.6
million employees in the UK.

87'Economically active’ registrations do not include those held by retirees, hobbyists and others who have left a
profession.
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3.34

3.35

3.36

The regulation of professions can be outside the scope of the MAPs either
because it is a reserved matter or because it is excepted from UKIMA. The
regulated professions which are reserved matters are those of Architect, Auditor,
Veterinary Surgeon, a number of health professions®® and, in Wales, legal
professions. The regulated professions which are excepted from UKIMA are legal
and teaching professions. We set out a full list of reserved and excepted
professions in Appendix B.

We found around 2.05 million registrations with regulators in the regulated
professions which are reserved matters, and around 850,000 registrations with
regulators in the legal and teaching professions which are excepted from the
MAPs.

Figure 3.3 shows the proportion of professional registrations that fall under
professions which are reserved, excepted, or neither reserved nor excepted. Our
data is likely to significantly understate the proportion of registrations in
professions which are devolved without exception, as most of the 82 professions
for which we were unable to gather data would fall into this category.

Figure 3.3 Regulated professional economic activity (percentage of total economically active
professional registrations with regulators) by relationship with regulatory difference and the MAPs

UK

23% = Reserved (not subject to regulatory
difference)

Devolved but excepted (potentially
subject to regulatory difference but not

58% the MAPs)
(]

= Devolved without exception (potentially
subject to regulatory difference and the
MAPs)

19%

Source: OIM calculations — see Appendix B
Note: Based on data for 110 of the 192 regulated professions in the UK

3.37

It is notable that many of the legal professions which require a professional to
obtain a different national qualification to trade cross-border are excluded from
UKIMA in at least one of the UK nations. However, as all the regulations governing
the professions that are neither reserved nor excluded pre-date the
commencement of the UKIMA, the MAPs do not currently apply to them either
(because regulations introduced before UKIMA are not subject to its provisions).

88 The specific health professions which are reserved are outlined under Schedule 5 of the Scotland Act 1998, and under
Schedule 7A of the Wales Act 2017.
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The MAPs may apply to any future changes to requirements in these regulated
professions, or to any newly regulated professions.

Regulatory developments

3.38

We have identified a small number of regulatory developments in relation to the
regulated professions. We note that some of these are being brought forwards in
conjunction with regulation of the associated services. Further detail on each of
these regulatory developments is set out in Appendix C.

(@) Certification of electricians

(b) Licensing of dog walkers and providers of other canine services
(c) Licensing of practitioners of non-surgical cosmetic procedures
(d) Licensing of building inspectors

(e) Licensing of individuals involved in waste transportation

() Licensing of acupuncture, body piercing, electrolysis, and tattooing
procedures

(g) Regulation of Pharmacy Technicians

Conclusions

3.39

3.40

The goods sector is largely within the scope of the MAPs, with only a small
proportion of total goods sector employment not subject to them by way of being
reserved matters or excluded from the MAPs. The goods sector has seen the most
significant developments in regulatory difference over the last twelve months, with
a greater number of regulations being brought forward than in relation to either
services or professional qualifications.

Most of these proposed regulations have yet to take effect and so any impacts
they may have on the internal market are yet to become fully apparent. While
some of the proposed regulations will apply to relatively small sub-sectors, in total
the volume of economic activity subject to differences in regulation is rising over
time. It is also more concentrated in some sub-sectors than others, with proposed
regulations that collectively will apply to a large proportion of the food and drink
sectors, in particular. This creates something of a ‘patchwork quilt’ of potential
effects, some of which have limited the impact of new regulations on the internal
market; to better understand this, our case studies in Chapter 4, each of which
examines business responses to regulations applying to goods, explore in more
detail how business responses might vary between different regulations. Overall,
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we find that the impact of differing regulations on the internal market in relation to
goods over the last year has been modest.

3.41 The MAPs are not likely to apply (by reason of being reserved matters or
exclusions) to a greater proportion of services activity (as measured by
employment data) than is the case for goods. In addition, the localised provision of
services further complicates the picture of how these developments might affect
trade and the internal market. Regulatory difference in relation to services is
starting to emerge although regulatory developments are fewer in number than in
relations to the goods sector. The proposed regulations apply to a diverse range of
economic activities, in contrast to developments in goods which particularly apply
to food and drink, with many of the others relating to environmental protection.

3.42  Given the complexity of analysing the services area and that regulatory difference
is only just starting to emerge, we take the view that it is too early to identify any
clear effects on the internal market. We intend to continue to monitor
developments in relation to services including by considering further the effect on
the internal market of regulations that apply to services that are predominantly or
wholly delivered on a local basis.

3.43 Regulated professionals account for a significant proportion of all employed
individuals. Based on registration data for 110 of the 192 regulated professions,
we estimate that there are at least 3.5 million economically active registrations with
regulators, which is just under 10% of all employed individuals.8 Slightly less than
1% of all employed people are in the category of regulated professionals that are
subject to the greatest degree of regulatory difference, that is, circumstances
where they must obtain a different qualification in order to practice cross-border. It
is notable that many of these professions are excepted from UKIMA and so the
MAPs would not apply even if the governing regulations change. With respect to
these regulated professionals, we therefore see little possibility for the functioning
of the internal market to have changed since the introduction of UKIMA.

3.44  For other regulated professions which are currently subject to regulatory
difference, the principal difference is registration with an additional regulator(s) in
order to trade cross-border. We take the view that this is a more modest barrier to
trade than a requirement for a different qualification and should be assessed
accordingly. Notwithstanding this, all of the regulations relating to these regulated
professions predate UKIMA and are outside of its scope (so the MAPs are not
applicable). If the regulations change then UKIMA may apply but we note in this
respect that, historically, change in the regulation of established professions is

89 Given that we have not been able to obtain registration data for a further 82 regulated professions, this will be an
underestimate.
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3.45

3.46

infrequent and that no changes are proposed at the current time by any of the
governments in the UK.

The picture is different with regard to newly regulated professions. None of these
are reserved or excepted from UKIMA and regulatory change is more likely as all
government proposals in relation to regulated professions currently relate to
defining new regulated professions. Data on cross-border trade by the professions
affected by these regulations is sparse; at this stage we note only that many of
them typically provide their services locally and so cross-border trade might be
anticipated to be small.

Taken in the round, the emerging picture for the regulated professions is that there
is no identifiable change to the functioning of the internal market for these
professions since UKIMA took effect and that picture does not appear likely to
change in the near future.

47



4,

BUSINESS STRATEGY CASE STUDIES

Key findings

Businesses have a strong preference for regulatory uniformity as it reduces costs and
simplifies supply changes

Businesses have a variety of strategies for responding to regulatory difference

Responses include adopting a high standard that is compliant in all nations; actions to
reduce supply chain complexity, such as producing a product that is compliant with
regulations across the UK or product range reduction; or withdrawing from supplying
particular nations.

The specific response chosen depends on a range of factors including the costs of the
strategy; the current complexity of the supply chain; the ease of tracking and labelling
goods; brand values; customer expectations and legal uncertainty.

The effects of a regulation introduced by one nation can arise in other nations

In some circumstances, policy makers may be able to reduce any adverse trade effects
associated with regulatory difference through careful policy design

4.1

4.2

4.3

We have, for the first time, undertaken some case studies looking into the specific
strategies employed by businesses to manage regulatory differences across their
operations to help us understand how the UK internal market is developing. The
case studies provide a granular focus on the effects of regulatory differences that
should be read in conjunction with the broader, higher-level discussion of
developments in the internal market that is set out in chapters 2 and 3.

Although the data available on business strategies at the time of the 2022-23
annual report was limited (not least because of a low level of business awareness
of UKIMA and the MAPSs), it was already becoming clear by the time we published
our report on Defra’s peat regulations® that businesses might adopt any one of a
wide range of strategies and that the factors driving that decision are typically
multi-faceted.

To improve our understanding of these business strategies and to better
understand how they might vary depending on context, we have conducted four
case studies where regulatory difference has occurred or is likely to occur in the
near future. We have examined the approaches that businesses have adopted in
response to that regulatory difference.

9 Report on the impact of a proposed ban of the sale of horticultural peat in England on the effective operation of the
internal market, Office for the Internal Market, February 2021. Final report (publishing.service.gov.uk)
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4.4

4.5

4.6

4.7

The four case studies, single use plastic, deposit return schemes, high fat, salt and
sugar foods and precision breeding, were chosen because of the anticipated level
of regulatory difference and the likelihood that businesses have already adapted to
regulations that are in force or are likely to have advanced plans about how they
might do so.

The case studies examine the anticipated (and in some cases actual) response of
businesses to regulatory difference. Although a broad direction of travel for the
internal market can be inferred from our findings, a more detailed picture that
attempts to quantify the impact would require additional and more detailed
research. In some cases, more information about the specific nature of the
regulatory difference that will eventually emerge will be required before a more
detailed picture can be drawn. For these reasons, we have focused our attention
on understanding how businesses subject to the regulations in each of these four
areas have changed, or are planning to change, their operations.

The research has been taken forward through a series of interviews with
businesses operating in industries affected by the regulations. The interviews
sought to identify any factors specific to the industry and explore a range of
possible drivers behind the business’ strategy including but not limited to: costs,
complexity, competition and competitiveness, interaction between the changing
regulation and other regulations, legal certainty, branding and reputation, broader
corporate goals (such as environmental, social and governance (‘ESG’)
commitments), customer demand, and the role of international exports and
imports. We selected businesses for interview taking into account the need to
identify business operating in, and where possible headquartered in, all four
nations of the UK. Our sample included large and small businesses although
larger businesses were generally more willing to participate in an interview and so
our sample is more representative of large businesses operating across the UK
than other types of business.

We first describe the specific context surrounding each of the four areas and what
the businesses told us about their preparations for the regulations and the factors
underlying those preparations. We conclude by identifying themes and trends
common to the four case studies and discussing their relevance in other sectors
and for other regulations.

Single use plastic

Introduction

4.8

As part of the transition to a circular economy, and to reduce levels of plastic
waste, the UK and Devolved Governments have sought to reduce the UK’s
reliance on single use plastic (SUP). Beginning in October 2019, legislative
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measures to restrict the supply of commonly littered SUP items have been
progressively implemented in Scotland, England and Wales, and proposed in
Northern Ireland (although proposals in Northern Ireland have been largely on hold
pending the return of the Northern Ireland Assembly). Each of the nations has
taken its own approach, creating differences in policy and the implementation

timetable for restrictions.

4.9

A detailed description of the measures taken in each nation is available at

paragraphs 3.8 — 3.11, with further detail in Appendix C. Below, Table 4.1
summarises the differences between the measures:

Table 4.1 Legislative measures to restrict the supply of SUP items by UK nation

SUP item England | Scotland Northern Ireland Scope of
UKIMA
Plastic stemmed cotton buds Banned
October
Banned 2019 Legislative ban expected, previously on
Plastic drinking straws October Banned hold pending the return of the NI
2020 Assembly .
Banned October Not in scope
Plastic drinks stirrers®: June 2023 - covered by
exclusion
Plastic cutlery or chopsticks 2022
Polystyrene food containers, Expanded polystyrene food containers,
drinks containers or cups® drinks containers or cups and their caps
Banned or lids are expected to be banned,
previously on hold pending the return of
October
2023 the NI Assembly
Plastic balloon sticks Legislative ban expected, previously on
hold pending the return of the NI
Plastic plates Assembly
Plastic bowls or trays No No proposals
proposals
Oxo-degradable plastic No Legislative ban expected, previously on In scope of
products proposals hold pending the return of the NI UKIMA
Assembly
Banned
No by
Plastic carrier bags®® proposals Spring No proposals
2026
Polystyrene lids for cups and Consultation has been held. Draft action
takeaway food containers plan awaiting consideration by a
Minister
Plastic tobacco filters No Labelling to be applied, previously on
proposals hold pending the return of the NI
Assembly
Plastic sachets No proposals
Plastic single-use cups Consultation has been held. Draft action
plan awaits consideration by a Minister

91 The ban on plastic drinks stirrers in England includes re-usable drinks stirrers.

92 The ban in England includes Expanded and Extruded Polystyrene, whereas the ban in Scotland includes Expanded
Polystyrene and the ban in Wales includes Expanded and Foamed Extruded Polystyrene.

9 We have not included in this table measures to restrict demand for carrier bags: single-use carrier bag charges are in
force in England, Scotland and Wales, and a carrier bag levy is in force in Northern Ireland.
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4.10

411

412

413

With the exception of plastic-stemmed cotton buds and SUP balloon sticks,
restrictions have focussed on SUP items used in the consumption of food and
drink products. We have therefore focussed our case study on how food and drink
retailers have responded to the SUP restrictions.

We asked businesses to outline the factors driving their approach to managing
different national restrictions on SUP drinking straws, drinks stirrers, cutlery,
chopsticks, plates, bowls and trays, and polystyrene drinks or food containers and
cups (which we refer to as the ‘in-scope SUP items’ in the rest of this section). We
did not ask businesses about managing restrictions on plastic-stemmed cotton
buds and SUP balloon sticks.

We received evidence from four of the UK’s largest supermarkets. The
supermarkets were selected for the breadth of their operations that are affected by
SUP restrictions and, given these operations span across the UK’s nations, their
exposure to regulatory difference. We also interviewed a multinational food and
drink packaging manufacturer which supplies several large retailers in the UK. In
addition, we have examined public commitments and other statements on plastic
reduction from a number of the UK’s largest takeaway coffee and restaurant
chains.

Below we outline the approaches to managing the SUP restrictions that have been
taken by the businesses we have examined. We then discuss the factors that the
supermarkets told us were driving their approaches, before making some
concluding remarks on the case study.

Approaches adopted in response to differences in SUP restrictions

4.14

4.15

4.16

Our view is that overwhelmingly, the businesses we have examined are taking a
UK-wide approach to the supply of SUPs, rather than treating UK nations with
different regimes as separate markets. In many cases this means that retailers
have withdrawn in-scope SUP items from UK nations where they may still be
legally supplied.

Supermarkets

All four supermarkets we spoke to reported that they had supplied in-scope SUP
items in the past. However, these have incrementally been removed from their UK
supply chains over time, with an acceleration in this trend since 2018, prompted by
the introduction of restrictions. All four supermarkets have now phased out all the
in-scope SUP items across the UK and reported that they do not expect to supply
these to UK customers in future.

The supermarkets identified three business areas which previously involved the
supply of in-scope SUP items to UK customers. In these areas, alternative items
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are now provided instead. The supermarkets reported subtle differences in their
use of SUP items in each of the businesses areas which impacted their decision-
making in response to the different national restrictions:

(@) Items such as cutlery, food and drink containers, drinks stirrers and drinking
straws are commonly provided to customers consuming takeaway food or
drink products in-store. In-store cafés, of which ¢.1000 are operated by the
four supermarkets, and other in-store units such as salad bars, hot food
counters and food and drink concessions typically provide these items.

(b) Some pre-packaged food and drink products, designed to be consumed by
customers ‘on the go’, are packaged in bowls or trays and include other items
such as cutlery. The supermarkets manufacture these products as well as
retailing them.

(c) Many of the in-scope items are sold for home use in bulk.

Where they have encountered differences in the timing of national restrictions, the
supermarkets have adopted a strategy of removing in-scope SUP items from their
supply chains on a UK-wide basis in advance of the first national restriction to take
effect. SUP straws and stirrers were almost entirely removed from the
supermarkets’ UK supply chains ahead of the ban in England which came into
effect in October 2020, while SUP cutlery, chopsticks, plates and polystyrene
containers and cups were almost entirely removed from the supermarkets’ UK
supply chains ahead of the ban in Scotland which came into effect in June 2022.
For a short period, some of the supermarkets continued to supply in-scope SUP
items in the UK nations where restrictions had not yet commenced, to sell-down
their remaining stocks.

Where they have encountered differences in the scope of national restrictions, the
supermarkets have, in effect, adopted a strategy of acting to the ‘highest common
denominator’, that is adopting a single UK-wide policy that is compliant with the
regulations in each nation. Each of the three supermarkets that we spoke to which
have operations in Northern Ireland have stopped supplying in-scope SUP items in
Northern Ireland despite the absence of restrictions, in line with their position in the
other UK nations. Similarly, all four supermarkets have stopped supplying SUP
bowls and trays across all UK nations, despite England being the only nation to
have banned the supply of these.

In addition to our interviews with the supermarkets, we examined public
statements on SUP made by a sample of eight of the largest takeaway coffee and
restaurant chains operating in the UK.

Public statements from these businesses suggest that, like the supermarkets, they
have taken a UK-wide approach to the supply of in-scope SUP items. Each of the
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coffee and restaurant chains removed SUP straws from their UK supply chains
ahead of the ban which came into force in England in October 2020. Some of the
businesses also phased out SUP straws from their wider global operations at this
point.

Similarly, all of the restaurant chains have phased out SUP cutlery from their UK
supply chains. One restaurant chain trialled paper-based cutlery in Scotland, the
Republic of Ireland, and Northern Ireland, ahead of the ban on SUP cutlery in
Scotland which came into force in June 2022. After a short trial period, it also
phased out SUP cutlery from England and Wales. Many of the coffee and
restaurant chains have set further public deadlines to phase out SUP from their
supply chains entirely.

Evidence from the packaging manufacturer that we interviewed also suggests that
large food and drink retailers are taking a UK-wide approach to the supply of
SUPs. The manufacturer provides food and drink packaging to a number of large
food and drink retailers in the UK. The manufacturer told us it produces a single,
‘core’ product line for its UK customers, which is designed to comply with all SUP
restrictions in effect across the UK nations. The manufacturer also has the
capability to produce bespoke products, such as packaging designed to meet a
particular national requirement, if requested by retailers. However, the
manufacturer told us that retailers overwhelmingly request SUP-free packaging,
and do not request more than one packaging specification for their UK operations.

Factors influencing the decision to adopt a UK-wide approach

The supermarkets and the packaging manufacturer identified significant
advantages of having a single UK operating model, which requires a uniform
position on the supply of SUPs in the UK nations. They highlighted the benefits of
reduced operational complexity, including cost savings and reduced legal
compliance risk. The supermarkets further outlined a number of factors related to
the cost and efficacy of SUP alternatives and switching costs. They also cited
brand considerations in their decisions, including the role of sustainability
commitments, compliance with local legislation and ‘brand coherence’. We explore
each of the factors that were described to us below.

Reduced complexity

The supermarkets highlighted the importance of maximising economies of scale in
their business activities, which can generate significant cost savings when applied
across the scale and breadth of their portfolios. Due to this, one supermarket

described maintaining a single UK operating model as being ‘key to our business’.

We were told that there are cost savings in procurement and distribution when the
same ‘standard’ of items are supplied across all UK nations. Uniformity of supply
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simplifies procurement requirements, reducing the time that managers and other
staff need to spend on supplier management. It also reduces the need for systems
to track stock distribution, as the same items are sent to all stores. The reduced
operational complexity reduces staff training costs.

The supermarkets also told us that there are cost savings in manufacturing when
the same pre-prepared food and drink products are supplied across all UK nations.
Uniform products which comply with the SUP requirements in all nations can be
manufactured on a single production line, which reduces manufacturing costs.

This sentiment was echoed by the packaging manufacturer. It told us that
manufacturing more than one core product ‘standard’ for the UK market would not
be economically viable, and if a retailer requested packaging containing SUP on a
bespoke basis this would have higher production costs due to the reduced
economies of scale. This would be reflected in a higher price.

Legal compliance benefits

One supermarket told us that supplying the same stock-keeping unit (SKU)% for all
UK nations helps it to minimise its risk of accidental non-compliance with local
restrictions. The supermarket outlined its manufacturing process for pre-packaged
food and drink products, which takes place on a single production line. At the point
of manufacture, the end store destination of a product is not determined. As the
supermarket produces a single SKU to comply with all national SUP restrictions, it
does not need to track the distribution of individual products and there is no risk of
products being sent to the wrong locations.

Costs of alternative products

All four supermarkets told us that the costs of SUP alternatives were a factor in
their decision-making, as non-plastic alternatives are more expensive. The
supermarkets we spoke to told us that in most cases they have absorbed the
costs, rather than passing them on to customers. One supermarket acknowledged
that this has resulted in lower margins on certain products. We were told that
customers are not willing to pay higher prices to fund sustainability initiatives,
although customers strongly support them. In many cases in-scope items are
provided free of charge to customers, for example those who have purchased food
or drink at in-store cafés. This makes it difficult to pass on the costs.

% In inventory management, a SKU is the unique identifier of a product line. Typically, an alphanumeric sequence in a
scannable barcode, a SKU identifies the characteristics (e.g. size or brand) which distinguish the product line from other
product lines. If a product line is subject to specific local regulatory requirements that could also be reflected in the SKU.
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Switching costs

Stock wastage was frequently mentioned as a switching cost. During the
changeover period from plastic to non-plastic items the supermarkets tried to
minimise this by redistributing stock which had been banned in one UK nation to
stores in other locations where the stock could still be supplied. Nonetheless,
some stock eventually had to be written off to ensure compliance with restrictions.

Non-plastic replacement items undergo significant testing before being rolled out
in stores. One supermarket told us that it has a lead time of 18 months to replace
an SUP item in its supply chain with an alternative, with testing taking up the bulk
of this time.

The supermarkets also flagged the indirect costs of phasing out SUPs. A
significant amount of management time was spent on finding suppliers able to
supply SUP alternatives or working with existing suppliers to meet new
requirements. In addition, replacing SUP items in supply chains necessitated
changes to IT systems, additional stock checks and higher staff training costs.

Efficacy of SUP alternatives

The supermarkets told us that on the whole, suppliers have been able to provide
effective alternatives to the in-scope SUP items, albeit at a higher cost, and these
have been accepted by most customers.

However, phasing out the in-scope SUP items has not been unanimously well
received by customers. One supermarket gave us the example of introducing
paper drinking straws, which received a mixed reception from customers. The
supermarket received some negative feedback about their efficacy compared to
plastic straws and considers finding an effective replacement for SUP drinking
straws to be a work in progress.

The supermarkets expressed concern that future plastic reduction would be more
difficult than phasing out the in-scope SUP items has been so far. They told us
that the most easily removed SUP has been phased out, either voluntarily, or in
response to the restrictions. Remaining SUP items in the supply chain currently
have limited alternatives.

To further understand the role of effective alternatives, we explored with the
supermarkets whether they would take the same approach to SUP plastic sachets
that they have taken to other SUP items. Sachets are commonly used to provide
individual servings of sauces and other condiments in takeaway food settings.
They are not part of the current restrictions but have been discussed by some of
the four governments as a potential target for future restrictions.
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The supermarkets felt that there were limited alternatives to SUP sachets. They
told us that like for like replacements made from sustainable materials would
require further product development from suppliers. One alternative to using
plastic sauce sachets in store could be giving customers access to a large sauce
container, rather than individual portions. However, it was felt that this had
drawbacks, such as poor portion control, which could lead to increased food waste
and higher costs. The supermarkets told us that this presents a trade-off between
different sustainability objectives: plastic reduction, on the one hand, and reducing
food waste, on the other. The supermarkets told us that while they would prefer to
adopt a single UK position on the supply of SUP sachets, as they have for other
SUP items, if differing restrictions on SUP sachets were introduced in future, they
would need to further weigh up the benefits and drawbacks of phasing out SUP
sachets before determining whether this was possible.

Brand considerations

Throughout our discussions with the supermarkets, it was clear that they regard
phasing out SUP as good for their brands. Broadly, there were three reasons
given for this. First, plastic reduction initiatives are a prominent part of published
sustainability commitments made by the supermarkets, which they told us their
customers support. Second, phasing out in-scope SUP items in the nations with
restrictions demonstrates compliance with local legislation, which customers
expect. Third, applying the same product standards across all UK store locations
helps maintain brand coherence.

All four supermarkets have published sustainability commitments which
prominently feature plastic reduction initiatives. The supermarkets flagged their
commitments in our discussions and emphasised that they support the aim of SUP
restrictions. They told us that phasing out SUP where effective alternatives exist
was ‘the right thing to do’. Given their commitments, the supermarkets were
already phasing out some of the in-scope SUP items before the introduction of
legislation. One supermarket told us it started work to phase out SUP as early as
2015 and had removed most of the in-scope SUP items from its supply chain in
2018.

The supermarkets perceive that their customers also support phasing out SUP,
with one supermarket telling us that plastic reduction had been ‘high in the public
mind’ in the years before the Covid-19 pandemic. Sustainability commitments are
seen as an area of non-price competition by the supermarkets. One supermarket
told us that if customers perceived it to have made minimal effort to phase out
SUP, there was a risk of losing market share to rivals with more effective plastic
reduction initiatives.
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The businesses we spoke to (which, importantly, were exclusively large
businesses with substantial cross border operations and complex supply chains)
identified a range of factors that had influenced their decisions on how to address
differences in SUP restrictions.

We observe that the approaches taken by the supermarkets to managing different
SUP restrictions, and the factors driving them, remained the same regardless of
which nation was the ‘first mover’ in introducing a restriction. The supermarkets
have faced a variety of scenarios, with different nations moving first in restricting
different SUP items, but they decided to remove all the in-scope items from their
supply chains on a UK-wide basis in advance of the first national restriction to take
effect — taking a highest common denominator approach. This is likely to be a
helpful insight for policy makers. In our view, for SUP this approach is likely to
have been influenced by the similarity of the policy direction in each nation and the
time-limited nature of the differences between the policies in relation to certain
items.

The businesses’ observations about costs merit further exploration. There were
costs associated with using alternative (non-plastic) materials, which could have
been avoided by supplying SUP items in certain jurisdictions where those items
could still be legally supplied. However, these had to be set against the costs of
increased supply chain complexity that would be required to accommodate using
plastic and non-plastic items in different parts of the same business. For this case
study, we did not ask the businesses to quantify this trade-off, but they explained
that the costs associated with supply chain complexity can quickly mount. We
anticipate that a similar trade-off will likely exist for other types of regulatory
difference.

The role of branding and, to a lesser degree, the role of any corporate policy to
comply with local legislation was highly important to the businesses we spoke to,
something that we recognise is likely to be true, at least in part, for many large
businesses. However, the influence of these factors for smaller businesses with
weaker brands, more limited cross-border operations and/or less complex supply
chains may be different; we would need to undertake further work to assess this.

Deposit return schemes

Introduction

4.45

This case study examines the factors beverage manufacturers took into account
when considering how to address regulatory difference between the nations of the
UK. In particular, we were interested in how businesses considered use of the
MAPSs.
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Around 50 countries currently have deposit return schemes (DRS). In a typical
DRS consumers pay an additional sum when they buy a beverage in a container.
This sum is then refunded when the consumer returns the container to a
designated point, often a retail location.%®

Governments can have a number of objectives when introducing a DRS. Typically
the intention will be to bring about behaviour change among consumers, retailers
and producers of beverages, to maximise the recycling of drinks containers. DRS
also enables a segregated waste stream for in-scope items, which should mean
more of the material collected for recycling can be used. Other aims of a scheme
could be to reduce litter and the cost of clean up, and to reduce energy and
materials use.

These schemes are often considered as part of wider circular economy and
extended producer responsibility measures, which aim to incentivise producers to
ensure their products are recyclable and to minimise unnecessary packaging
material.

DRS requires a governance mechanism, to manage flows of money and materials.
This can be achieved by setting up a deposit management organisation (DMO),
funded by industry and operated on a not-for-profit basis. The DMO can be held
accountable for the effective operation of the scheme including, for example,
meeting targets for collection of waste material. Further detail on the proposed
regulations is at paragraphs 3.12 — 3.15.

To gather evidence to consider this question, we spoke with producers,
wholesalers and retailers involved in the drinks sector in the UK. The businesses
we spoke with ranged from multinational brands to niche suppliers. We also
engaged with trade bodies that, collectively, represent the views of over 1,000
businesses in the beverage sector.

Businesses we spoke with anticipated that there might be differences in design
and approach between DRS schemes in the UK, including with respect to timing of
implementation and the materials that would be in scope. On this understanding
most businesses were preparing for a commercial environment in which there
would be a period of regulatory difference and possibly permanent regulatory
difference (with the implication that the various schemes might not be
interoperable).

We explored the response to these anticipated regulatory differences with these
businesses from both the perspective of the anticipated temporal differences and

9 There are suggestions for alternative models of DRS which involve a different approach to return pathways. At the time
of writing we do not believe any of these alternative models have been put into operation. However, the Welsh
government has piloted a digital DRS, to allow consumers to use existing kerbside collection services to return in-scope
containers, in addition to use of return points. https://www.gov.wales/first-minister-visits-worlds-first-town-to-try-digital-
bottle-recycling
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also the potential differences in scheme design. With respect to the latter we have
worked on the understanding that, although they are being developed in
collaboration, there may be differences in scheme design between the England,
Wales and Northern Ireland schemes. There may also be differences between
those schemes and the scheme in Scotland. This case study aims to understand
business strategy in response to potential regulatory difference arising from
development of different DRS schemes in different nations of the UK at different
times.

Approaches adopted in response to differences in DRS requirements

4.53
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When considering the specific impacts of introducing a DRS in one nation of the
UK, producers and retailers (which can often be parts of the same business) told
us that they utilise three main strategies:

° Continue to trade as previously, complying with local legislation, either
absorbing the costs of the scheme or passing them on through the supply
chain, ultimately to consumers.

° Continue to trade in the nation that is introducing the regulations but offer a
reduced range of products to mitigate costs and complexity.

° Focus on supplying one nation or a subset of nations. This might mean
realignment to focus on the business’s main market, which could be in the
nation introducing the regulations or a different nation.

From our discussions with stakeholders, we have identified factors businesses
consider when deciding between these strategies.

Factors influencing a decision to continue to trade as previously

Brand reputation and compliance

Several stakeholders referred to the beverage sector, and the wider food and drink
industry, as a ‘high compliance’ environment, where businesses tended to take a
‘highest common denominator’ approach to regulation. In practice this meant
businesses would often move ahead of regulation, for example in relation to health
or environmental requirements, because this was perceived to be what customers
would expect and in order to make changes to product lines or supply chains on a
suitable timescale.

In that context, the stakeholders we spoke with were overwhelmingly in favour of
DRS and strongly supported interoperability of schemes within the UK. In the
specific example of the proposed scheme in Scotland, several stakeholders
emphasised they had engaged with the scheme from the outset, including as
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founder members of the scheme DMO, Circularity Scotland. Retailers with physical
stores had made extensive preparations to participate in that scheme and some
producers had explored ways to meet scheme requirements, while maintaining
their current offering in the Scottish market.

Factors commonly cited in these decisions included brand reputation around
compliance. As part of this, stakeholders also pointed to consumer expectations
around how a brand would respond to regulation, including in relation to any wider
environmental messaging associated with the brand. Some businesses had
trialled return point operations, highlighting a desire to be fully ready to implement
the scheme requirements. These businesses had typically made capital
investment in the infrastructure needed to operate a return point, underscoring
their commitment to successful delivery of the scheme.

A specific aspect of brand reputation was evident from our discussions with
stakeholders. Businesses based in Scotland, in particular smaller producers, had
registered with the Scottish scheme because they had positioned their brands as
‘Scottish products’ and participation in the Scottish market was an integral part of
their brand. Focusing on sales in the rest of the UK, even in the short-run, was not
a viable strategy even if they made substantial sales in those markets. We take
the view that while this consideration probably only applies to a small proportion of
businesses, a similar effect could apply to other nations which are introducing their
own DRS.

Supply chain visibility

Many stakeholders highlighted the complex structure of the beverage supply chain
in the UK. This is discussed further below. Large producers (including large
retailers with extensive own brand ranges) were more likely than other businesses
to have a predetermined destination for their products. This potentially allowed
greater scope to track products through the supply chain, meaning that these
larger businesses operating across the UK were better placed to target delivery of
products that complied with regulatory requirements in a given nation (though to
do so would still incur cost and complexity).

Ability to pass through costs

Where businesses had decided to continue to trade as previously, it was likely
increased costs would be passed through to consumers. A DRS will typically
increase retail prices, to reflect addition of the deposit and the need to cover
scheme costs. Businesses were clear scheme costs would be passed onto
consumers, as there was limited scope to absorb costs in a sector where margins
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could be tight.?® The ability to pass these costs on was a consideration for
businesses choosing not to adapt their overall strategy to mitigate the costs.

Factors influencing a decision to offer a reduced range and /or focus on
particular nations

Most of the stakeholders we spoke to identified ways in which costs might
increase in their businesses and supply chains as a result of regulations that were
different between nations. We explored these with a view to understanding
whether businesses would change anything about their approach to mitigate these
Ccosts.

Wholesale distribution in the beverage sector

From an internal market perspective, it is notable that supply chains tended to be
structured on a UK-wide (or, in some cases, GB-wide) basis. Echoing comments
made by businesses in our qualitative research®’ for the 2022-23 annual report,
the sector did not tend to consider the UK’s internal borders. For example,
distribution sites could often serve more than one nation, especially if located
reasonably close to border areas. Producing separate product lines for each
nation was not typically a feature of the sector.

While large producers would be more likely to have predetermined destinations for
products, for SMEs we heard that approximately 90% of stock might be sold to
wholesalers, who, at the time they purchase the stock, would not necessarily know
the identity or location of the customer to whom that stock would ultimately be
sold. Products might pass through several intermediaries before reaching their end
outlet. Tracking products was complicated and data capture through the supply
chain could be variable; establishing reliable systems for tracking and data capture
would add to costs.

Where regulations differ between nations, a warehouse would need to maintain
separate positions for stock for each market where different regulations apply.
Stakeholders took the view that as well as increasing complexity it would increase
cost in other ways. Stock holding might need to increase due to inflexibilities in
moving stock between nations. There might be a shortage of stock held for one
nation and a surplus of stock held for another, but stock intended for one nation
could not be delivered into the other nation, if that stock did not meet the DRS
requirements of that nation. Some producers noted that sales volumes in the

9% ONS publication: Recent trends in UK food and drink producer and consumer prices: January 2023
https://www.ons.gov.uk/economy/inflationandpriceindices/articles/recenttrendsinukfoodanddrinkproducerandconsumerpri

ces/january2023#:~:text=In%20the%2012%20months%20to,inputs%200ver%20the%20same%20period .suggests

margins in the food and drink sector are being squeezed at the same time as consumer price increases.
97 OIM: Quialitative research with businesses on intra-UK trade: March 2023 OIM: Qualitative research with businesses
on intra-UK trade - GOV.UK (www.gov.uk)
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beverage industry are influenced by a number of factors including the weather. It
would be challenging for producers and wholesalers to forecast how much stock
was required for each nation. If more stock was required that would increase
stock-holding costs and might also require more warehouse space. It was
plausible that a decision by one nation to change its regulatory requirements could
have cost and complexity impacts in other nations served by that supply chain.
Businesses might respond to increased complexity by refocusing their activities on
their main market, which might not be the nation introducing the regulation.

Duplication of stock keeping units

In developing its scheme, the Scottish government acknowledged the potential for
fraud and for accidental leakage of items from other nations in the UK. As a
producer responsibility scheme, the responsibility for addressing these risks rests
with drinks producers and the scheme administrator, since the costs posed by any
fraud would fall upon those producers. The scheme administrator accepted
specific SKUs for containers placed on the Scottish market, or a surcharge to
producer fees for managing the scheme where single UK barcode was used, as
means to address these risks.

In general, businesses identified that duplicating SKUs to accommodate different
regulations between nations would increase costs. For example, in a factory
producing 80,000 bottles per hour, a pause to switch from production of non-DRS
to DRS items could mean that, cumulatively, thousands of units of production
could be foregone, in order to serve what might be a relatively small part of the
business’s overall market. In general, businesses considered that the costs
associated with nation-specific SKUs would be economically viable only where
sales volumes were sufficient to justify costs arising from duplication.

Businesses emphasised a duplication of SKUs would, in itself, cause constraints,
even if the overall volume of goods traded remained steady. Different SKUs would
require separate storage and handling arrangements and there would be data and
reporting implications, including the difficulty of tracking products intended only for
one nation in the UK.

Labelling

Some stakeholders identified costs associated with labelling price-marked packs,
that is, products where the retail price is printed on the label, in circumstances
where the deposit varied between nations. A retailer told us that applying nation-
specific stickers to products was more costly and less efficient than price-marked
packs.
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Cost mitigation strategies

Many of the costs that stakeholders identified as arising from regulatory difference
varied with the number of product lines (or SKUs) the business operated,
regardless of the volume associated with each SKU. This is a critical factor in
understanding businesses’ cost mitigation strategies. Stakeholders considered
that the cost saving from removing a low sales volume product from the portfolio
was broadly similar to the costs of removing a high volume one. They said that this
gives rise to two potential strategies, the attractiveness of which vary depending
on the product portfolio that a business operates.

First a business could reduce the range of products it offers (either only in the
nation with the most stringent regulations or across the UK). This would typically
be achieved by removing the product lines with low sales volumes. This strategy
would be most suitable for a business with some large volume products that
account for the majority of sales and profits and a ‘tail’ of less popular product
lines. The size of the business is less relevant than the profile of its product
portfolio — both multinationals and SMEs told us they were considering range
reduction as a strategy.

In general, range reduction would mean the withdrawal of, potentially, a large
number of small volume products from the market. In doing this, some producers
told us they would look to maintain a balance of products, rather than remove
entire lines. Some referred to focusing on a ‘safe’ product offering, meaning an
adequate range where the additional costs of scheme compliance could be
managed. Businesses accepted that, once they had withdrawn from certain
product areas, it might be difficult to return, as customers would be lost.

The scale of potential range reduction is difficult to quantify. No stakeholder we
spoke to had taken a firm decision to reduce its range and the cost savings would
in part depend on the degree to which the schemes differed, the full details of
which were not fully available to our stakeholders at the time we spoke to them.
Nevertheless, by way of example, a wholesaler suggested to us there could be a
potential reduction of 20-30% in SKUs available in Scotland, across soft drinks
and beer brands, owing to the complexity arising from differing DRS requirements
across the UK nations (either temporarily or permanently). The scale of any
reduction in product availability could vary depending, for example, on differences
between sales volumes for a given product line in each nation.

Second, a business could withdraw from a nation (or nations) completely allowing
them to focus their activities on complying with the regulations in a few selected
markets. This strategy would be most suitable for a business with only low-volume
products in its portfolio (such as some artisan producers) or a business with most
of its sales in a sub-set of the UK’s nations. This strategy was mentioned less than
range reduction by our stakeholders but one producer with heavily concentrated
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national sales and which considered itself a ‘must-carry’ item for supermarkets in
its home nation but not elsewhere suggested that it might just focus on its home
market, subject to confirmation of the details of the schemes across the UK.

Factors influencing use of the MAPs

Businesses expressed very little interest in using the MAPs to bring non-DRS
items into Scotland. Businesses gave a number of reasons for this. Notably,
producers told us that as the funders of the scheme they were committed to its
success. It would not make sense to put items on the market that would
undermine the DMO’s objectives. We might assume that where outcomes are
funded by industry, there is a clear incentive on industry to make the measure
successful and that this may be more compelling than any advantage which might
be derived from the MAPs.

Also significant was the food and drink sector’s approach to compliance, including
the adoption of new requirements ahead of regulation. Even where businesses
could have legitimately brought in non-DRS items, they considered that using the
MAPs equated to taking advantage of a ‘loophole’. Business linked this perception
to their brand reputation and customer expectations that brands would ‘do the right
thing’; utilising the MAPs could damage their brands in the eyes of some
customers. We note that we were not able to explore fully whether smaller retailers
who may not have the same brand values might be more willing to utilise the
MAPs — especially if they perceive there to be a cost advantage from doing s0.%

Businesses also cited logistical considerations. Several retailers told us that to sell
DRS and non-DRS items together would confuse customers and further
complicate supply chains. In respect of the Scottish scheme, some retailers
guestioned whether it would be legal to stock non-DRS products, even if those
products had entered Scotland lawfully, because of the obligations placed on
businesses by scheme legislation. In that context, reliance on the MAPs would
become an additional risk.

Conclusions

4.77
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This case study has highlighted some important dynamics that might affect
business strategy with respect to regulatory difference between DRS that may also
be of broader significance for other markets.

The role of a product portfolio with products that have widely differing sales
volumes (i.e. both high volume and low volume products) appears to be

98 We observed that in cases where regulatory difference was likely to be a near-term issue, such as bans on SUP
articles or introduction of DRS, awareness of the MAPs among businesses was generally higher than we found it to be in
our gqualitative research for our 2022-23 reports. This may be due in part to the activity of trade bodies in briefing their

members.
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significant, at least in so far as the costs of regulatory difference are not
proportionate to sales volumes.

The geographic dispersion of sales and the supply chain structure supporting
those sales influences the response — particularly where they are concentrated in
a sub-set of UK nations, as does the perception of a brand as being connected
with a particular location or nation. This may be more common in the food and
drink sector and in particular amongst artisan producers.

Protection of brand values was important and would likely lead to compliance with
local regulations rather than use of the MAPSs, at least amongst those businesses
that had invested in their brands, especially retailers. None of the stakeholders we
spoke to had any interest in being challenged over their use of the MAPs, much
less to defend their position before the law if necessary, especially if local
regulations placed specific obligations on businesses that might create tension
with use of the MAPs. We note that without case law to clarify the position, the
uncertainty is likely to remain.®®

High fat, salt, and sugar foods

Introduction

4.81
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This case study examines how businesses are navigating potential regulatory
difference across the UK in relation to HFSS promotions.

Governments across England, Wales, and Scotland'® have put forward policies to
address concerns about rising obesity levels, particularly among children, by
implementing restrictions on the promotion of HFSS products in stores and online.
These include volume promotions (e.g., multibuys) and location promotions (e.g.,
restricting the placement of HFSS products in stores and online). A detailed
description of these policies can be found at paragraphs 3.16-3.20.

It is likely that each UK nation will follow the same definition for HFSS products,
using the 2004 nutrient profiling model (NPM)L, but the type of promotional
policies and categories of products in scope could potentially differ from country to
country. We therefore sought stakeholders’ views on how they are planning to
approach these potential differences. We spoke to large British and international
food retailers and food manufacturers who sell products that are in the HFSS
categories. We also sought views from trade associations to gain an overall

9 This point was previously explored in stakeholder evidence for our 2023 Periodic Report.

OIM Periodic Report - GOV.UK (www.gov.uk) See, for example, paragraph 2.10 in that report.
100 Northern Ireland has not made an announcement on this topic.

101 The nutrient profiling model was developed by the Food Standards Agency (FSA) in 2004-
2005. Foods scoring 4 or more points, and drinks scoring 1 or more points, are classified as ‘less

healthy’.
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understanding of how the industry has responded to HFSS promotion restrictions
and policy teams within the four governments responsible for food and drink
issues.

Approaches to differences in HFSS promotional policies

4.84
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Food manufacturers and food retailers (who are sometimes also food
manufacturers via their own-brands) face certain choices in how they respond to
regulatory differences between one or more nations of the UK. Broadly, those
options are:

(@) Sell existing products in compliance with local regulations on promotional
activity;

(b) Reformulate the affected product(s) and offer the reformulated version only in
the nation(s) where the reformulation is required to take the product outside
of the HFSS restrictions.

(c) Reformulate the product(s) and offer the reformulated version for sale across
the UK;

(d) Introduce new, non-HFSS products which can be offered on promotion
alongside the established products;

(e) Only offer the product(s) in nations where the regulations are most easily
met;

(f)  Utilise the MAPs to sell existing product lines cross-border.

Businesses that we spoke to said that the strategy they would adopt would vary
depending on the specific product in question. However, there was a commonly
held view that producing different products for different nations was best avoided,
if possible.

There was broad consensus that products that were closest to the profile for
consideration as a non-HFSS product were most suitable for reformulation,
whereas other products would require alternative strategies (where views as to the
best response varied between businesses). There was recognition that depending
on the nature of the differences between nations it might not be possible to
develop a product that avoided HFSS restrictions in each nation at a cost that was
competitive in each nation. In that scenario, most businesses said that range
reduction, with low volume items being withdrawn from the portfolio, was the most
likely response.
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Factors influencing the choice of strategy

Consumer attitudes

Based on our engagement with food manufacturers, we understand that prior to
the announcement of HFSS promotion restrictions, the food and drink industry
were already responding to evolving consumer attitudes towards healthier options.
Businesses were proactively adopting measures to enhance the nutritional quality
of their products, launching initiatives focused on reducing salt, sugar, and calorie
content. This was alongside businesses working to voluntary targets set out by UK
Government. Notably, there have been ongoing reductions in salt content in line
with voluntary targets initially set in 2006 by the Food Standards Agency.'%? As a
result, the UK is widely acknowledged to be leading in the world in salt
reduction.1%® Businesses have been working to specific salt targets for 28
categories set by UK Government!%4, most of which are categories included in the
HFSS promotion restrictions.'% In addition, retailers also told us that they are
signed up to the UK Government’s voluntary sugar and calorie reduction
programmes.106

This proactive shift in the food and drink industry reflected an acknowledgment of
evolving consumer expectations and a voluntary commitment to offering more
nutritious choices, even before the implementation of regulatory measures. A few
businesses we spoke to stated that their reformulation strategies were focused on
the NPM scores prior to the announcement of HFSS promotion restrictions. Most
businesses, however, informed us that it was not until the announcement of the
HFSS promotion restrictions that the NPM became the key target measure for
them.

Reformulation strategy

Businesses told us that reformulation is commonly used as one of the key
strategies to offer healthier products to consumers. Reformulation is a long and
time-consuming process, with products typically looked at in cycles of 1 to 3 years.
The announcement of HFSS promotion restrictions prompted businesses to place
a greater emphasis reformulating products that were close to being non-HFSS
based on their NPM scores, in addition to other factors (e.g., internal/external
nutritional targets, consumer taste preference, innovation).

102 It is now the responsibility of the Department of Health and Social Care to publish salt reduction targets.
103 YK Salt Reduction Timeline - Action on Salt

104 Salt targets 2017 progress report: A report on the food industry’s progress towards meeting the 2017 salt targets

(publishing.service.gov.uk), p32 - p37

105 These include bread, biscuits & cakes, breakfast bakery, breakfast cereals, crisps, pizza, ready-meals, potato-based
products, desserts & puddings, and savoury snacks.
106 pyplic Health England challenged the food industry to reduce its sugar and calorie contents.
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According to businesses, reformulation changes are approached incrementally,
with small adjustments made each time to preserve product quality and consumer
acceptance. Businesses that made significant product alterations in the past
experienced notable consumer losses, emphasising the importance of gradual
modifications. A few businesses we spoke to were able to swiftly reformulate
products on the cusp of non-HFSS status to ensure compliance ahead of
legislation, enabling them to continue promoting their products in prominent areas
in stores. These businesses had typically aligned their reformulation efforts to the
NPM prior to the HFSS promotion restrictions.

However, many of the businesses we spoke to emphasised that only a small
proportion of their products'®’ had the potential to be reformulated to meet
compliance. Manufacturers emphasised a reluctance to alter high-scoring HFSS
products, such as chocolate or ice cream, considering them indulgent treats.
Reformulating such products to meet the non-HFSS criteria could create an
unrecognisable product. Businesses told us that, in such circumstances, they
preferred to introduce new compliant products alongside established products. As
a result, there are significant limitations to businesses utilising reformulation to
navigate and respond to the regulations.

The businesses explained that potential regulatory difference has not had an
impact on their reformulation activity; the work they have done in this respect was
necessary for other purposes.

All businesses we spoke to confirmed that they currently treat the UK as one
market, with no product variations across the home nations, with the exception
that certain products may use locally sourced ingredients. Businesses emphasized
that while regulatory difference raises concerns and heightens uncertainty for
forward planning, it alone might not trigger substantial changes to their strategies.
However, when asked what would happen if there were significant differences
between the nations, particularly if one nation decided on adopting a more
stringent HFSS definition than any other, businesses suggested it could become
financially unviable to supply less popular products in those markets. In such
circumstances, they would be likely to reduce the range of products.

Most businesses suggested that if there were stricter regulations elsewhere in the
UK in the future, they may consider reformulating products on a case-by-case
basis so that a single product would comply with the requirements across all
nations. The decision, however, would hinge on the extent of the difference; the
greater the differences the more difficult it would be to adopt a ‘highest common
denominator’ approach. We take the view that it will be difficult to adopt a highest

107 These were primarily close to the NPM score of four for food and one for drinks.
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common denominator approach the more likely it is a business will face the risk of
being undercut by competitors that have relied upon the MAPs.

Some businesses told us that they had the ability (in particular, the scale) to allow
their UK approach to diverge from their European approach.1% They emphasised
that, in terms of recipes and formulations, it would not be practical for reasons of
cost to operate different standards across the UK market, especially in addition to
EU/UK divergence.

Market size and other factors

Considering the size discrepancy between the English market and other UK
nations, in terms of product volume and number of stores, businesses expressed
concerns about running several versions of a product for different nations. Some
low volume products may face vulnerability due to economies of scale and fall
below the minimum order quantities set by retailers, and as a result supplying
certain products to smaller nations could become financially unviable due to
manufacturing costs. This would reduce the product range available in smaller
markets that are subject to stricter (or perhaps just different) restrictions.

We asked retailers more specifically how they plan to respond to the Welsh
Government’s plan to restrict meal deals, temporary price promotions and free-
standing display units. Whilst most retailers expressed concern about this
difference, they emphasised that it was too early to determine their response.
Retailers however indicated they would continue to offer selected products for
meal deals in England. They were unable to say at this stage whether they would
reformulate or swap the products offered in meal deals in Wales. They also
explained they had no plans to reformulate products that would be affected by the
Welsh ban on temporary price promotions and those prominently displayed on
free-standing display units. In addition, businesses noted that they were waiting to
see what the Scotland and Northern Ireland HFSS restriction will be before
considering their potential response.

Regulatory difference also raises the possibility of differences in labelling and
packaging, especially for products in Wales and Scotland that display temporary
price promotions. Most businesses we spoke to have already shifted away from
using pricing or icons on packaging, opting for in-store labelling to highlight
promotions. Some businesses also stressed additional cost concerns and
confusion if there needed to be more than one packaging version of the same

108 Some multinational businesses mentioned they were able to adapt product recipes solely for the UK market to make
them HFSS complaint, due to the sheer popularity and demand of the products. For instance, one manufacturer
successfully reformulated a popular ice lolly for the UK market, a divergence from Europe that might not have been
feasible for less popular products. Other businesses explored reformulation by introducing smaller and lighter versions of
their products to offer a healthier alternative, although this did not necessarily guarantee HFSS compliance.
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product in addition to other requirements such as the ‘not for EU’ labelling*®® for
British products sold throughout the UK. These cost pressures would accentuate
some of the cost pressures on low volume items discussed earlier, and likely lead
to a narrowing of the product range offered. This highlighted the relationship
between the potential scale of impact of regulatory difference on businesses and
whether it can be addressed at the point of sale rather than businesses’ supply
chains.

Conclusions

4.99
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The case study of HFSS has produced a number of helpful insights. First, it was
notable that the principle response from many of the businesses we spoke to was
not driven by the new HFSS regulations. Rather, product reformulation was a
longstanding industry activity that could be adapted to the needs of the new
regulations for certain products. As reformulation is both costly and time
consuming (and comes with some risks that customers may reject the
reformulated product) we conclude that product reformulation may not be a
common response to regulatory difference in many cases. The same desire to
reduce supply chain complexity and its associated costs that is a feature of our
SUP and DRS case studies was also a factor frequently mentioned by businesses
in connection with HFSS regulations.

The response to HFSS restrictions and the potential regulatory difference varied
across the businesses we spoke to, although they held a common held view that
producing different products for different nations was best avoided, if possible.

Some businesses expected to accept the impact of the promotional restrictions for
some of their products without changes. We take the view that this is an easier
strategy to adopt when there is some protection from competition from businesses
that do not have to comply with the regulations.

Some businesses mentioned range reduction (in particular removing low volume
products) as a possible response. While this is a credible strategy none of the
businesses we spoke to had made any firm plans in this regard and it was clear
that the degree of range reduction would be sensitive to the specific costs
incurred. For the HFSS regulations those costs would most likely be associated
with packaging requirements and many of these could be mitigated by moving
from promotional messages being applied at the factory to being applied in store.
This highlighted that the impact of regulatory difference on businesses will also be
influenced by whether it can be addressed at the point of sale or if it will impact
businesses’ supply chains.

109 Following the introduction of the Windsor Framework, food products produced and sold in the UK must be labelled
as not for sale in the EU.
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Some businesses were still deciding exactly what they would do once Scotland
and Northern Ireland announce their HFSS restrictions. However, businesses
stated that while some adjustments clearly require long lead times (reformulation
of a product is a good example) others can be implemented at shorter notice. It
follows that the range of options open to a business by way of response to
regulatory difference, at least in the short term, may depend on how long they
have to prepare their response.

Precision breeding

Introduction

4.104
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4.106

4.107

This case study examines the factors influencing how businesses will plan to
manage differences in regulations arising in the treatment of precision bred (PB)
products. We have focused on businesses in the grains supply chain such as
wheat and barley, as these crops are grown on a much larger scale in the UK.110
In addition, grain crops generally have more complex supply chains than do typical
horticultural crops such as fruit and vegetables.

Precision bred organisms (PBOs) are plants or animals produced using gene
editing techniques which adapt the genome of an organism for selected traits.
Precision breeding produces results that could have occurred naturally, or been
achieved with traditional breeding methods, but at greater speed. PBOs are
therefore different from plants or animals into which gene sequences from other
species have been incorporated into the organism’s genome (GMOs). GMOs can
be identified by testing for the presence of genes from other species, but the lack
of foreign genes in PBOs prevents this testing, so they are harder to identify.

Currently, PBOs are subject to the same regulatory regime as GMOs under
legislation based on EU legislation and which applies across the UK. However, the
Genetic Technology (Precision Breeding) Act 2023, (the Precision Breeding Act)
was passed in March 2023 with the intention of removing PBOs, and the food and
feed produced from them, from the scope of current legislation regulating GMOs.
Once the Precision Breeding Act’s provisions are implemented, PBOs will be
subject to an alternative regulatory framework including, amongst other things, the
establishing and maintenance of registers of various categories of required
information and notices relevant to PBOs and the food and feed produced from
them.

A detailed description of the relevant measures in each nation is available at
paragraphs 3.21-3.24. In our view there appears to be a distinction in the way in
which PB products are treated under relevant legislation depending on where they

110 Defra National Statistics: Crops
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are intended to be sold. The MAPs would in principle allow PB products either
grown in England, or imported into England from outside the UK, to be sold into
Scotland and Wales to both businesses and consumers. However, an apparent
effect of the Northern Ireland Retail Movement Scheme is that only consumer
retail products containing, or consisting of, such PB products can be sold in
Northern Ireland. Regardless, once relevant products arrive in another UK nation,
they would be subject to such other nation’s existing GM legislation, which, in our
view, could potentially result in them being considered unregistered GMOs with
the consequence that no further processing would be permitted, and any products
formed from such illegal processing would also likely be prohibited.1*

4.108 We interviewed stakeholders from across the grain supply chain, speaking to trade
associations with connections to plant developers and plant producers, and to
farmers’ unions, grain traders, millers, maltsters, the whisky industry, food
manufacturers and retailers.''? We also spoke to policy teams within the four UK
governments and to some non-governmental regulators with a responsibility for
food and drink issues.

Factors affecting grain supply chain businesses’ planning for PB regulatory
difference

4.109 Businesses across the grains sector from farmers through to retailers told us they
would consider a range of factors when deciding how they might react to the
expected differences in precision breeding legislation. They told us that they would
also first have a fundamental decision to make as to whether they would choose to
use PBOs. Regardless of that decision they could still be impacted by others’
decisions to use PBOs, due to the need to prove the PB status of their own inputs
and products in a commercial landscape where both were used.

Factors influencing whether to use PBOs

4.110 Several factors relate to whether businesses may choose to grow or use PB
products. These include:

° Consumer views on and knowledge of PB products
° Evidence available on the benefits and risks of precision breeding

° Possible effects on the ability to sell products to particular markets

111 Although, given only consumer retail products can be sold in Northern Ireland the potential for such products to be
further processed would appear to be very limited.
112 Maltsters process barley into malt, an intermediate product mostly used in brewing and distilling.
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Consumer views on, and knowledge of, precision breeding

In order to plan for differences in PB legislation, affected businesses need to first
decide on whether they wish to produce or use PB products. The most
fundamental factor that would affect this decision was whether they considered
consumers would be likely to buy PB products. Stakeholders from across the grain
supply chain told us they needed confidence in their ability to sell PB products
before electing to use them, but they felt strongly that UK consumers did not
currently understand, nor approve of, precision breeding.

The importance of consumer understanding of precision breeding was confirmed
by the Food Standards Agency (FSA). They highlighted research they had
undertaken into consumer perceptions of precision breeding, which found that
consumers’ knowledge of PB products was very low, and that consumers had
concerns about what precision breeding technology might be, and what risks might
be associated with it.}13 Stakeholders we spoke to felt that consumer education on
precision breeding was a role for government, yet the FSA study found that
consumers were more trusting of scientists, farmers and regulators such as the
FSA to provide advice on food.

Stakeholders recognised that consumers’ views on precision breeding would likely
change over time as their understanding of the technology grew. The uncertainty
about what consumers might want in the future led to many stakeholders taking
the view that it was best to adopt a ‘watch and wait’ approach to their own
production and use of PB products.

Evidence available on benefits and risks of precision breeding

Businesses along the grain supply chain told us that they would also need more
detailed information about the perceived benefits of precision breeding before
using them. They were generally very positive about the possibilities of precision
breeding. They considered that it was likely to have the potential to produce plants
with improved pest and disease resistance, a reduced requirement for
agrochemicals, and a more efficient use of land, with higher yields, and resistance
to drought and other weather conditions. Whilst there was a recognition that PB
plants would likely be more expensive to buy initially, there was a view that over
time, the gains in yield and reduction of other costs such as agrochemicals, could
lead to cheaper food. However, there was a common view that more quantifiable
evidence would need to be available before businesses would grow PBOs or use
PB products.

113 Food Standards Authority publication: 9 March 2023 Consumer perceptions of precision breeding
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Ability to sell to particular markets

Stakeholders also took account of whether using PB products was likely to affect
the markets to which they could sell those products. Due to the current position in
Scotland and Wales, it is likely that no processing of PB products would be
allowed, as they would be considered unregistered GMOs, and any products
formed would also likely be prohibited. Many sectors in Scotland and Wales such
as flour millers, maltsters, feed compounders, bakeries and distillers would not,
therefore, be inclined to buy PB products given they would not be permitted to use
them in their processes. In effect, the MAPs would only facilitate the sale of PB
products exported from England to the other UK nations, in a form saleable to the
final consumer without further processing. For example, PB flour could be
exported from England to Scotland and Wales and be sold without further
processing to consumers for use in home baking and cooking. In the EU, PB
products are currently also regarded as GM products, and stakeholders voiced
concerns about the potential loss of this market for any products containing PBOs.

Regardless of whether businesses choose to produce or use PB products, they
recognised that regulatory difference could have impacts on their ability to sell to
some markets. English businesses which might decide to grow or use only non-PB
crops had concerns that buyers in Scotland and Wales might still be reluctant to
buy from them due to a perceived risk that PB content might be present.

A stakeholder from Northern Ireland expressed concerns that continuing to buy
grain from anywhere within Great Britain could compromise their position with the
EU, and their ability to prove that they were adhering to EU GM legislation. They
suggested that the EU might harbour concerns that the lack of borders within
Great Britain could lead to PB products spreading into Scotland and Wales from
England and then on to Northern Ireland.

Similar concerns were voiced by stakeholders in the whisky industry, who
considered that there may be difficulties in exporting whisky worldwide due to
concerns it may have been made with PB ingredients.

Factors influencing how to address regulatory differences

4.119

Factors contributing to planning for regulatory difference relate either to changes
that all grain sector businesses would expect to have to make regardless of their
own decision to grow PBOs or use PB products, or to other factors which would
have an impact on the ability and timing of detailed planning for regulatory
difference. These factors include:

° Impact of additional costs for all grain sector businesses from different
legislation in different nations
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° Potential opportunities from the differing regulations for the business to
exploit

° Risks to the business resulting from the differences

e  The degree of certainty about the detail of the difference and the
implementation timescale for the legislation

Other impacts of differing precision breeding legislation on businesses

Businesses had concerns that the differences between the UK nations on
precision breeding would introduce additional costs and burdens on them. The
biggest impact cited by stakeholders was the potential need for segregation of PB
crops from non-PB crops. This could be deemed necessary if food and feed
processing businesses in Wales and Scotland were to avoid inadvertently
processing PB products. The majority of stakeholders expressed the view that
large scale segregation of grains into PB and non-PB grains would not be viable in
the UK due to the complexities involved, a lack of sufficient storage infrastructure,
as well as the large costs it would incur.

Grain from one farm is currently often co-mingled with grain from another. For
segregation to work, grain would need to be segregated right along the supply
chain. Farmers would need to use separate combine harvesters for PB and non-
PB crops. Every vessel used for the storage, transport and processing of the grain
would need to be duplicated or cleaned when changing over from PB to non-PB
grain. This would include separation for silos, lorries, milling machinery, food
production lines and storage points at distribution depots.

Some stakeholders told us that it would not be possible to guarantee complete
segregation, so some tolerance of the presence of PB crops would be required.
Due diligence in relation to the presence of PB crops would be severely hampered
by the lack of a test that identifies PB crops. While labelling might assist with
tracing segregated crops, there is no legal requirement in the Precision Breeding
Act for PB products to be segregated or labelled as being PB. Several
stakeholders were of the view that the difficulties posed by segregation were
insurmountable, and that the only viable options were either ‘all in or all out’, with
either PB grain used throughout the UK, or not taken up at all by businesses using
non-specialist mainstream flours.

In contrast, some stakeholders informed us that segregation does already occur
for the relatively small volumes of organic and other specialist flours, so
segregation was already possible, albeit on a small scale.

In addition, one large food manufacturer of products made with grains told us that
they already had a good level of control over their supply chain, starting with which
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varieties of grain were grown by farmers specifically for them, and with
segregation from other products already in place along the supply chain for quality
reasons. They felt that they would be well placed to be able to exclude PB
products should differences on precision breeding legislation arise.

In addition, whilst segregation is seen as being particularly challenging regarding
grains, some stakeholders held the view that for some horticultural crops such as
potatoes and tomatoes, there was already a high degree of segregation in place
due to the many different varieties involved. For these products, we were informed
that the supply chains were generally short, and that particularly where farmers
grew directly for retailers, it would be relatively straightforward for farmers to grow
PB varieties if asked to do so.

The lack of a diagnostic test for PB crops also led to concerns that additional
layers of tracking and certification might instead be necessary to prove the PB
status of crops. The current uncertainty over whether labelling would be required
(because it is not mandatory), both along the supply chain, and for consumers was
also cited as a major barrier for businesses’ ability to plan ahead for PB regulatory
difference.

It was recognised that whilst labelling along the supply chain could reduce some
requirements for tracking and certification, it would also be burdensome and
expensive in itself. Stakeholders told us labelling could slow down production lines
and was likely to lead to inefficiencies and waste. Products would no longer be
able to be sold across the whole of Great Britain, leading to surpluses of products
in one nation not necessarily being usable for other nations with a shortfall.

One retailer told us that a similar situation had already occurred with the products
they supply to Northern Ireland and the Republic of Ireland. Under the Windsor
Framework’s Northern Ireland Retail Movement Scheme, products destined for
Northern Ireland using the ‘green lane’ must be labelled ‘Not for EU’. The retailer
told us that the sales of certain products, like salads, and barbecue items varied
with the weather, and that the impacts of the ‘Not for EU’ labelling meant it was no
longer possible to adjust the volume of products between the Republic of Ireland
and Northern Ireland to take account of weather changes.

Opportunities from differing regulations

Stakeholders also considered whether differences in regulations would present
opportunities for their businesses, and how they might plan to take advantage of
these. As noted above, the MAPs would in principle allow PB products to be sold
in Scotland and Wales, and the Windsor Framework (specifically its Northern
Ireland Retail Movement Scheme) would appear to permit the sale in Northern
Ireland of consumer retail products which contain, or consist of, PB products.
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However, given the apparent effect of existing GM legislation applicable in
Scotland, Wales and Northern Ireland is that only end products can be sold (given
further processing of what would be considered unregistered GM products would
appear to be prohibited), this would greatly limit the opportunity for sales of grains
to those nations. None of the stakeholders we spoke to said they would use the
MAPSs to sell PB products to the rest of the UK.

Risks from regulatory differences

Businesses also considered the potential risks from regulatory difference for them,
to see what mitigations might be possible. Businesses in food production and retail
told us that using PB products in their businesses was currently viewed as a
reputational risk to their brand. Until PB foods are accepted by consumers, no
stakeholders wished to use them. The level of perceived risk varied somewhat,
depending on the sector. For example, it was seen as likely to be lower for the
brewing industry, given beer has a relatively short shelf life, allowing for
inventories of products affected by changes in policy to be sold down more
quickly. In contrast, the risk was seen as higher for the whisky industry where
stock can be kept for twelve years or more. They needed greater confidence in the
position consumers would likely take on PB products in the longer term.

Even though all stakeholders were unanimous in deciding that they would not
choose to be the first in their sector to use PB products, many still saw the
availability of PB products in England as being a potential reputational risk for
them. The lack of a test to identify PB products gave rise to concerns about
carrying out due diligence on their inputs to prove the PB status. Some food
manufacturers operating in Scotland felt that it would be difficult to prove that their
inputs complied with Scottish GM law. They had concerns that there might be
doubts over the legality of their operations with consequent reputational risks.

There was also a more general concern among stakeholders that there was no
effective means to rebut any allegations of using undeclared PB products in their
business, even where legal to do so, and that this also represented a reputational
risk to their brand. For so long as there is limited consumer demand for PB
products, it was very important to the stakeholders we spoke to that their position
in choosing not to use PB products be clear and provable to their buyers and any
onward chain.

Certainty about how the regulatory differences would work and implementation
timescales

With precision breeding, there are a number of uncertainties which currently make
detailed planning extremely challenging. As noted earlier, the Precision Breeding
Act only provides a high level description of the new regime and contains powers
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for the Secretary of State for Environment, Food and Rural Affairs to make
provisions for the regulation of PBOs in England at a later date via secondary
legislation. This secondary legislation is still under development and is currently
expected to be laid in summer 2024, coming into effect around the end of 2024.

Many stakeholders told us that detailed planning for differences in the regimes
could only be carried out once more detail on the Precision Breeding Act was
available. They also emphasised the importance of clarity over how close the
detail of the Precision Breeding Act might be to the broadly equivalent EU
proposal for legislation on plants obtained by certain new genomic techniques.
Stakeholders also mentioned uncertainty around whether the EU proposals would
successfully pass into EU law, and a lack of certainty over possible timing.

In addition, businesses were concerned that, whilst Scotland and Wales are
currently aligned with the EU’s position on PB, continuing to use existing GM
legislation which mirrors the EU GM legislation, this could change in the future.
Scotland and Wales might not choose to align with the new EU proposals, should
they be passed, or might choose to align with the Precision Breeding Act.

Every business we spoke to told us that they would not produce or use PB
products until the detail of the regulations and their likely effect on the supply chain
were clear. Similar views on not using GMOs were voiced by many businesses
when GMOs became available, and we considered whether the adoption of PBOs
could follow a similar path to adoption of GMOs. Whilst GMOs are now common in
animal feed, where they do not need to be labelled, some retailers told us they still
excluded GMOs in their food products where GMO labelling is required.

PBO labelling requirements remain unclear, but even without labelling, retailers
may consider that consumers might hold stronger views on PBO content in food
than in feed, and that its use in food carries higher reputational risks. This could
result in retailers making a similar decision to their GMO use, excluding it from
their food. A critical difference between GMO use and potential PBO use is that
whilst it is legal for GMOs to be processed into food and feed across the UK, this
does not appear to be the case for PBOs in Scotland and Wales. Any illegality of
PBO processing brings such large segregation challenges that it could preclude
significant use of PBO grains, even in feed.

Conclusions

4.139

In drawing conclusions, we note that one significant difference between this case
study and the others we have considered is that the Precision Breeding Act
presents an opportunity for businesses, rather than either a prohibition on, or
obligation to perform, particular actions. In addition, the differences discussed in
this study were more distant and less certain than for the other case studies we

78



4.140

4.141

4.142

have undertaken. Our conclusions must be seen in this light; as the situation
clarifies, new facts may emerge.

For this study, we spoke to businesses along the grains supply chain, as this is a
large and complex market. The situation for grains may not be reflective of other
agricultural / food markets with simpler supply chains and crops that are easier to
segregate, such as salad vegetables. We think this is notable as it suggests that
the impact of regulatory differences can be highly sensitive to the practical realities
of the supply chain being regulated.

Grain supply businesses noted they needed clarity around precision breeding
issues before considering using PB products or planning for regulatory differences.
Lack of consumer awareness of precision breeding, with few being in favour of it,
led stakeholders to note that consumers needed education on it and that PB
products would be avoided until there was widespread consumer acceptance.
Similarly, stakeholders also told us they would not use the MAPs to sell PB
products to Scotland and Wales as to do so was viewed as a reputational risk. We
consider this a variation on a theme that emerges in our other case studies; the
response to the regulatory differences is strongly influenced by customer
preferences and demand, even to the degree that a business will choose to forgo
the opportunity to sell a product that is lawful to sell.

Planning for the regulatory differences that will be created by the Precision
Breeding Act has not begun in the grains sector due to the many uncertainties,
and whilst all businesses we spoke to recognised potential benefits from precision
breeding, they all spoke of having a ‘watch and wait’ approach for the present. It is
our view based on the evidence we have gathered that the most likely outcome is
that adoption of PB grains is likely to be very limited until there is a substantial
change in consumer understanding and demand, and regulatory differences
around precision breeding diminish.

Overarching conclusions on the case studies

4.143

4.144

The case studies illuminate certain trends in businesses’ responses to regulatory
difference. Although these trends are instructive, we recognise that the case
studies have drawn most of their evidence from large businesses and have
considered only four sectors. Smaller businesses or businesses operating in
different sectors might respond differently.

One of the most notable findings from our case studies of SUP and DRS is the
perception of the MAPs amongst larger businesses with strong brands and a
significant footprint of operations in the devolved nations. There was a clear view
from those to whom we spoke that the MAPs were unlikely to be used to address
regulatory differences within their businesses. Clearly, if this view is widespread, it
will have significant implications for the internal market regime but, on the basis of
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the research we have undertaken to date, it is difficult to say with confidence how
widespread this effect may be. Further research would be required but three
interrelated elements appear likely to drive how widely this approach might be
adopted: the importance of brand values in the affected sector; consumer
understanding of the issue and their propensity to criticise businesses that do not
adopt the local standards; and the likelihood of businesses that adopt locally
compliant policies being undercut by businesses using the MAPs. These factors
might vary between specific examples and will likely require case by case
consideration.

A second notable finding is the high degree to which businesses wish to achieve a
simplified supply chain with specific products that are compliant with regulations
across the UK. Where it has been technically possible to do so, most of the
businesses we spoke to were working towards solutions that achieved this
approach — typically by adopting a highest common denominator approach. This
was invariably seen as the best strategy where it was feasible. Only in scenarios
where this approach was not technically possible did businesses adopt, or plan to
adopt, different strategies. We consider this a particularly significant finding — it
suggests that larger businesses, with more complex UK-wide supply chains are
likely to play a role in establishing ‘UK-wide norms’ that transcend individual policy
making by each of the governments. While we accept that further research will be
required before more concrete conclusions can be drawn, this would suggest that
Common Frameworks, and other forms of inter-governmental cooperation outside
those frameworks, could helpfully be informed by the intentions of these
businesses. We note in this regard that businesses will only be able to adopt a
highest common denominator approach in scenarios where regulatory differences
permit it. For example, a product that is subject to a regulation that requires
labelling in one nation but not others can be made compliant everywhere by
attaching the label to all products regardless of where they are sold. To take a
simplistic example, regulatory difference that required a blue label in one nation
and a green label in another nation would prevent such an approach. Where a
highest common denominator approach was not possible businesses told us they
looked to other strategies which included reducing the range of products offered in
the nation with different regulations or focusing their business on one nation or a
subset of nations. The effects of these strategies could arise in nations other than
the nation introducing the regulation.

A significant number of businesses identified range reduction as a possible
consequence of regulatory differences that required different products to be
supplied to different nations. While we think this is a credible response to the
increased costs and complexity associated with duplicating product lines, two
points are worth emphasising. First, the products ‘at risk’ will be low volume
products and may not account for a substantial proportion of cross-border trade
(although no doubt the consumers who purchase them would prefer for them to
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continue to be supplied). Second, none of the businesses that we spoke to that
identified range reduction as a potential response had yet made any firm decisions
about which items to withdraw and from which markets. We take the view that this
is unsurprising as it could result in lost market share (even if the manufacturer
continues to sell other products in the affected nation there is no guarantee
consumers will switch to these products in response to another product being
withdrawn). Furthermore, we note that insofar as businesses are trying to grow the
market share and volumes of their low volume items and so the trajectory of recent
growth may also be a relevant consideration. In addition, the vacated niche could
potentially open up opportunities for rivals to enter the market and compete,
perhaps using the niche product to attack the former incumbent’s core products.
Given the high level of uncertainty that a business would face in trading-off these
different considerations it seems likely that most businesses would delay taking a
decision to withdraw a product until it was strictly necessary.

It is also clear that, for many products, the UK internal market is one part of
broader global supply chains and a wider global marketplace. The needs of some
businesses to source inputs from overseas and the fact that for others many of
their customers (in some cases most of their customers) are in export markets will
have a powerful bearing on how they interact with the UK internal market. For
example, developments in the use of precision bred grains look likely to be shaped
by changes in EU policy and European consumer sentiment as much as they will
by domestic considerations. In the case of grains, the challenges of supplying
different products to different international markets arise from the difficulties of
segregating precision bred ingredients. We can see, however, that the influence of
EU policy (and policy further afield) might also be relevant in scenarios where
much of the UK supply of a particular product or input is imported and there are
limited production facilities for that product or input. In these scenarios, outcomes
within the UK might need to adapt to international changes and/or accept
significant cost implications associated with diverging from international norms.
More analysis of these types of scenarios would be required before firmer
conclusions could be drawn.

The final factor that we identify as particularly important is the role of consumer
preferences. In many cases, policy development moves in tandem with, or even
lags, consumer attitudes and tastes. Arguably, policy developments in relation to
SUP, horticultural peat and DRS have been introduced at a time when a significant
body of consumer opinion understood and supported the policy objectives behind
these initiatives. This influences the confidence businesses have in designing a
given response to regulatory developments, including regulatory difference, as it
makes consumer behaviour more predictable. A business can have greater
confidence in adopting a ‘highest common denominator’ approach to, for example,
SUP if it understands that customers across the UK would appreciate, and reward
with their custom, such an approach. However, some regulations will be
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introduced ahead of consumer understanding and preferences. Precision bred
crops is arguably an area where there is not yet widespread consumer
understanding of the product and, perhaps as a consequence of that, limited
consumer demand. This creates uncertainty for businesses that accentuates some
of the difficulties of addressing regulatory difference. We see parallels with some
of the findings in the retail horticultural peat products market,''* where businesses’
response to the proposed regulations was significantly influenced by customer
preferences and environmental commitments (which were themselves in part a
response to broader consumer sentiment). We take the view that a regulatory
difference that emerges ahead of consumer understanding / demand is less likely
to lead to a UK-wide response by businesses than one that is contemporaneous
with or lagging consumer understanding / demand. Similarly, a regulation is more
likely to not be taken up if it creates an opportunity rather than an obligation (as
the precision breeding regulations will do) but is subject to considerable
uncertainty as to whether consumers (both intermediate consumers and final
consumers) want the product.

The findings from the case studies suggest that there may be ways in which policy
makers might be able to adjust policy design in order to minimise internal market
impacts while retaining the benefits of the policy. One approach is to explore
whether regulations can be designed so that they permit a ‘highest-common-
denominator’ response. This will require coordination and cooperation between
governments as the decisions made by one government may affect another; this
may be challenging if different governments develop policy on differing timetables.
A second approach is to try and design the policy such that the point in the supply
chain where regulation has its effects, is as close to the final consumer as
possible. The emerging evidence appears to suggest that regulations that have
their effects towards the end of the supply chain are easier to manage for the
simple reason this require few changes to the overall supply chain. Not all policies
will be possible to design in this manner. A third approach is to note that the
effects of a difference in regulation may arise outside of the nation into which it has
been introduced. This is more likely when supply chains cross national borders.
This has potential implications for both the assessment of a policy’s impact and
also the role that can be played by inter-governmental cooperation.

114 Report: Impact of a proposed ban of the sale of horticultural peat in England on the effective operation of the UK

Internal Market - GOV.UK (www.gov.uk)
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CONCLUSIONS

As we acknowledged in the 2022-23 annual report, the UK internal market regime
remains at an early stage and so trends and patterns are only just starting to
emerge. Furthermore, many of the policy arrangements that will have a material
impact on the shape, breadth and depth of regulatory differences are still bedding
in, including: the operation of Common Frameworks; the implementation of the
exclusions regime; and the scope of excluded services as covered by Schedule 2
of UKIMA continued to evolve over the previous year.

Against this backdrop, we have not attempted to draw firm conclusions about the
future direction of travel for the UK internal market. Notwithstanding this, the
regulatory developments over the last year, combined with businesses’ initial
responses to those developments, provides some insights into some of the
dimensions of future change for the internal market.

In our 2022-23 annual report we identified a number of factors that are of particular
significance for businesses addressing regulatory differences in their operations
and, by extension, that are of significance for the development of the internal
market. In summary those factors were: the effects on competition of a level
playing field between nations; the perceived complexity arising from different
introduction dates in different nations for similar regulations; the limited awareness
of UKIMA; uncertainty about the effects of the MAPs; and the role played by inter-
governmental cooperation and coordination in addressing some of these issues.

Our analysis in this report confirms the importance of these factors. Our case
studies in particular highlight the role of cross-border competition where business
could potentially be held to different standards because of the MAPs (DRS), the
complexity of different introduction dates (SUP, DRS, HFSS), and uncertainty
about the effect of the MAPs and in particular the legality of particular strategies
(DRS). In addition, the role of inter-governmental cooperation and coordination
was a clear theme in each case study. Our work for the 2023-24 annual report,
particularly our case studies, has identified further factors of relevance that we
think are likely to influence both current regulatory developments and regulatory
developments in the future.

The macro-level datasets that we discuss in Chapter 2 provide interesting insights
into the importance of trade for each of the four nations of the UK. The scale of the
internal market is significant as a proportion of total UK economic activity for each
of the four UK nations. Similarly, UK internal trade is an important component of
the input sourcing and sales of many UK businesses operating across a wide
range of activities, especially those involved in the production of goods.

However, as the market sizing data we introduce in Chapter 3 makes clear, goods
are proportionally more exposed to regulatory differences and the MAPs than
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services and there are a greater number of proposed regulatory differences in
relation to goods than services. On the other hand, the services sector is so large
in total that although proportionally more services activity is outside of the scope of
regulatory difference and the MAPs, in absolute terms services accounts for most
economic activity that is subject to both regulatory difference and the MAPs. There
is therefore, scope for regulatory changes in services in future to become at least
as important for the development of the UK internal market as regulatory
developments in goods.

Professional qualifications, while covered by UKIMA, look likely to be the area that
will be subject to the least change in the next few years with the most limited
effects on the internal market. There are very few professional qualifications that
post-date UKIMA (and hence would be within its scope). Forthcoming regulatory
change in relation to professional qualifications is mostly to regulate new
professions (often with modest numbers of practitioners) rather than to reform the
existing arrangements and many of those professions typically provide their
services locally with limited cross-border trade.

For these reasons, we would expect to see any effects on the functioning of the
internal market from regulatory difference particularly in relation to goods and
especially in those sub-sectors of goods that are subject to most regulatory
change, most notably food and drink. To consider this in more detail, the case
studies in Chapter 4 look into the business response to regulatory changes largely
affecting the food and drink sectors.

The case studies in Chapter 4 highlight that the specific business responses to
regulatory difference is sensitive to the design of the regulation and the specifics of
the affected supply chain. That is, a similar regulation can have quite different
effects as between industries and even between different businesses in the same
industry. This can lead to a wide range of potential outcomes including, amongst
other things, the businesses accommodating local regulations even where the
MAPs offer a legal alternative, the development of new products and changes to
the range of products provided. More research is needed into the likely responses
of smaller businesses, where, we hypothesise, there may be greater interest in
use of the MAPs given they may have weaker brands and different corporate ESG
policies. We are also cautious about extrapolating findings about the food and
drink sub-sector into other sub-sectors without further analysis.

The case studies in particular indicate a number of ways in which policy makers
might be able to adjust policy design in order to minimise internal market impacts.
These include: considering designing regulatory difference to permit a ‘highest-
common-denominator’ response, which will require coordination and cooperation
between governments; paying close attention to the point in the supply chain that
a regulation has its effects, as the closer to the final consumer that a regulation
has its effects the easier differences may be to manage; and recognising that the
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effects of a difference in regulation may arise outside of the nation into which it has
been introduced, which is more likely when supply chains cross national borders.

The emerging picture of the internal market is that on the one hand, regulatory
differences are starting to build up, albeit slowly and with goods affected more
considerably than services, especially in food and drink. On the other hand,
businesses are adapting creatively to the new regulatory realities in ways that
often preserve existing trade flows and supply chains. The relative strength of
these forces is yet to become clear and policy makers can make choices that,
even if they pursue differing regulations, may assist businesses in keeping existing
trade flows open. This is a dynamic environment, and we will undertake further
work through 2024 to better understand how regulatory policy, business strategy
and the wider economic environment will influence the UK internal market.
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Appendix A: The regulatory regime

Developments in the regime since the 2022-23 annual report

Al

A.2

A.3

Chapter 3 takes into account that the broader context in which the OIM operates
has evolved since the 2022-23 annual report: elements of the Windsor Framework
have come into force, affecting the movement of goods from Great Britain to
Northern Ireland, with changes to the Windsor Framework subsequently being
made pursuant to the command paper, “Safeguarding the Union”; the Retained EU
Law Act has been passed; governments continue to use Common Framework
structures to facilitate intergovernmental working and discussion in relevant policy
areas; and they continue to consider exclusions from the MAPs within and outside
Common Framework areas. The UK internal market regime is also starting to
attract interest from academics, thinktanks and parliamentary committees.

This Appendix briefly summarises these regime-related developments to provide
an update on this wider landscape and outline the context in which regulatory
developments described later in this report are taking place.

We also asked the four governments to complete a questionnaire which requested
information and observations on developments since our last annual report
relating to Retained EU Law (REUL), now known as assimilated law, Common
Frameworks and the exclusion process. We received responses from the Scottish
Government and the Welsh Government, and the Department for Business and
Trade (DBT) coordinated a response from UK Government departments. Prior to
the restoration of power-sharing and a functioning NI Executive, our interaction
was with the Northern Ireland Civil Service (NICS), which provided a cross-
departmental response to the OIM’s questions without prejudice to future
ministerial positions. This commentary from NICS officials is limited to these
officials’ technical/policy analysis and does not represent the view of the
Executive. We have summarised the questionnaire responses in the relevant
sections.

Windsor Framework

A4

The Windsor Framework is a set of arrangements agreed by the UK Government
and the European Union to address issues concerning implementation of the old
Northern Ireland Protocol. The UK Government states that the arrangements apply
in place of those in the original Protocol, “fundamentally recasting arrangements in
three key areas”. These are: “restoring the smooth flow of trade within the UK
internal market”, “safeguarding Northern Ireland’s place in the Union”, and

“addressing the democratic deficit that was otherwise at the heart of the old
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Protocol”.! Implementation of the Windsor Framework began during 2023, some
arrangements are already in force and further arrangements will be introduced in
stages through to 2025.2

The Windsor Framework command paper references a role for the OIM in
monitoring impacts for Northern Ireland arising from future regulatory changes. It
includes a commitment from the UK Government to respond to any OIM report
prepared in response to a request from Northern Ireland authorities to examine
concerns around a future UK regulatory change.

On 31 January 2024, the UK Government published the command paper,
“Safeguarding the Union”, and various draft Statutory Instruments that reflect
adjustments made to the Windsor Framework. We will work with the governments
to understand the implications of the command paper and any legislative changes
for our work.

The OIM does not collect data specifically about the Windsor Framework, nor
review or advise on the Windsor Framework itself. Any legislation necessary to
give effect to the Windsor Framework falls outside the OIM’s statutory remit
(although other UK internal market matters relating to Northern Ireland are within
its remit).® However, through our monitoring of the UK internal market we capture
trade data relating to Northern Ireland, which is discussed further in Chapter 2 of
this report. We have expanded the coverage of Northern Ireland trade flows this
year with additional data. We may also refer to the Windsor Framework when
producing reports or advice, where the presence of the Framework and its effects,
or potential effects, are relevant to our analysis.

Retained EU Law Act (the REUL Act)

A.8

The REUL Act* received royal assent on 29 June 2023. We discussed the
corresponding Bill in the 2022/23 annual report. Originally, it had been proposed
that the majority of REUL would be revoked (or sunset) by the end of 2023, unless
preserved. In May 2023, the UK Government amended the Bill to include
Schedule 1 which identified nearly 600 pieces of REUL that were no longer
required and would sunset at the end of 2023, unless the UK, Scottish or Welsh
Governments used other powers in the REUL Act to disapply the sunset for REUL
listed in Schedule 1. All other REUL would be kept and renamed ‘assimilated law’,
unless revoked, restated or replaced by the Governments.

1 VFINAL- 2023 02 27 - Command Paper 1245 (publishing.service.gov.uk)

2 The Windsor Framework - further detail and publications - GOV.UK (www.qov.uk)

3 The Framework applies to a particular aspect of intra-UK trade, namely the movement of goods from Great Britain to
Northern Ireland, to which relevant provisions of UKIMA, such as the MAPs in relation to goods, do not apply. UKIMA,
and the OIM’s remit in relation to other aspects of intra-UK trade such as services and professional qualifications, are
unaffected by the Framework.

4 Retained EU Law (Revocation and Reform) Act 2023.
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The UK Government disapplied the sunset for seven pieces of REUL listed in
Schedule 1, which were not revoked at the end of 2023.° Three pieces of REUL
relating to agri-food promotions and information schemes, which were listed for
revocation under Schedule 1, had the revocation disapplied in legislation made by
the UK Government under REUL Act powers. These pieces of REUL were not
considered redundant as they applied in Northern Ireland but could not be
preserved by the Northern Ireland Assembly given the absence of an Executive at
the time.®

The REUL Act also gives both the UK and Devolved Governments (within the
scope of their devolved competences) substantial powers to revoke, restate or
replace assimilated law until June 2026. The use of these powers will enable
governments to take different approaches in areas of devolved competence, which
may lead to an increase in regulatory differences between the four nations of the
UK. These emerging differences may relate to goods, services and professional
qualifications.

The OIM asked the four governments whether they have any plans to use their
powers under the REUL Act to amend assimilated law in devolved policy areas.
The UK Government indicated to the OIM that it is scrutinising assimilated law with
a view to amending, removing or reforming it. Some revocations and reforms are
already underway, with more to come. The Scottish Government has stated that,
while it cannot exclude the possibility of using powers under the REUL Act in
future (given the wide areas of devolved law that might comprise or include
assimilated law), it has no plans to use these powers to alter policy. The Welsh
Government indicated that it intends to use the powers granted in the REUL Act
judiciously and only where absolutely necessary. The NICS did not identify any
current plans to amend assimilated law, with DAERA noting that it would not use
powers in the REUL Act to carry out policy or legislative reform on an NI-only basis
in the absence of Ministers and the Assembly.

Common Frameworks

A.12

Common Frameworks are “non-statutory agreements between the UK
Government and the Devolved Governments to establish how devolved or
transferred matters previously governed by EU law are to be regulated after the
UK’s withdrawal from the EU”.” They typically set out intergovernmental working
arrangements in a defined policy area. The number of Common Frameworks that
have been finalised or are operational in their provisional form remains the same
as in our 2022-23 reports: of 32 Common Frameworks in total, one has been

5 Retained EU Law (Revocation and Reform) Act 2023 (Revocation and Sunset Disapplication) Regulations 2023.

6 Explanatory Memorandum to Retained EU Law (Revocation and Reform) Act 2023 (Revocation and Sunset

Disapplication) Requlations 2023, paragraph 2.3.

7 OIM Periodic Report on the UK internal market regime 2023 - GOV.UK (www.gov.uk). Provisional and finalised

Common Frameworks are published here: UK Common Frameworks - GOV.UK (www.gov.uk).
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A.13

A.14

A.15

finalised (Hazardous Substances: Planning) and 28 are operating on a provisional
basis. The process agreed by the four governments requires scrutiny of
Frameworks by all four legislatures, meaning that finalisation was not possible
without a sitting Northern Ireland Assembly and Northern Ireland Executive
ministers.?

The House of Lords Common Frameworks Scrutiny Committee disbanded in
October 2023, just over three years after its creation. In the Committee Chair’s
final letter to the Minister for Intergovernmental Relations, she stated that Common
Frameworks ‘are now an integral part of government’, although she noted that
expectations of Frameworks being used as a vehicle for policy development and
coordination have not been met, due to a focus on process rather than policy.® The
Minister’s response to this letter indicated that the evaluation of the Common
Frameworks programme being conducted by officials at the Department for
Levelling Up, Housing and Communities (DLUHC) should be published in 2024.1°

Committees in the Scottish Parliament and the Senedd also published reports that
examined the relationship between Common Frameworks and UKIMA. The
Constitution, Europe, External Affairs and Culture Committee of the Scottish
Parliament published ‘How Devolution is changing Post-EU’,*! which considered
the interplay between various mechanisms that have been developed ‘to manage
shared space in the regulatory environment’, including Common Frameworks and
the Act. The Senedd’s Legislation, Justice and Constitution Committee focused on
the practicalities of interaction between Common Frameworks and UKIMA, for
example, echoing other committees’ calls for Frameworks to be amended to
reference UKIMA and the process for agreeing exclusions from the MAPs in
Common Framework areas.'?

The four governments provided differing perspectives on the Common
Frameworks programme in their questionnaire responses. DBT noted that work
was ongoing to prepare Common Frameworks that have been scrutinised by all
legislatures for full implementation in anticipation of the Northern Ireland Executive
returning. The Scottish Government and the Welsh Government highlighted their
support for Common Frameworks as a co-operative model for managing the
internal market following the UK’s departure from the EU. The NICS raised specific
concerns about Common Frameworks’ ability to address cross-cutting issues that
do not neatly fit under a single Framework. It noted that this limits Common
Frameworks as a means of dealing with potentially cumulative effects of intra-UK
differences and creates a risk that they operate in silos.

8 Eich cyf (senedd.wales)

9 Letter from the Chair of the European Affairs Committee (parliament.uk)

10 committees.parliament.uk/publications/42035/documents/209101/default/

11 How Devolution is Changing Post-EU | Scottish Parliament

12 cr-1d15834-e.pdf (senedd.wales)
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Exclusions from UKIMA

A.16

A.l7

As of 1 March 2022, the OIM is aware of the process for considering UKIMA
exclusions in Common Framework areas!?® (the exclusion process) having been
used twice in the 2023-24 reporting period, once in relation to the Scottish
Government’s proposed exclusion to cover its deposit return scheme for drink
containers (DRS) and once in relation to bans on single-use vapes. The DRS
exclusion was proposed under the Resources and Waste Common Framework.
On 27 May 2023, the UK government announced that it could support a time-
limited exclusion for the Scottish Government’s regulations, subject to a list of
conditions.'* No exclusion was ultimately agreed. The Scottish Government stated
in early June 2023 that the launch of its scheme would be delayed until at least
October 2025, the proposed launch date for DRS in the rest of the UK.1®> The
intention to propose an exclusion covering the sale and supply of single-use vapes
was announced by the Scottish Government Minister for Green Skills, Circular
Economy and Biodiversity in January 2024, with discussions to begin under the
Resources and Waste Common Framework in February 2024.1¢ As discussed in
more detail at Appendix C, paragraphs C.5-C.7, consideration is currently being
given to an exclusion for the planned Scottish ban on the sale and possession of
rodent glue traps, which does not fall under a Common Framework.

The OIM asked the four governments about their views on the role of exclusions
from the MAPs as a mechanism to support the operation of the UK internal
market. In the case of the exclusion of single use plastics from the MAPs (agreed
in 2022), DBT said it recognises that where there is sufficient evidence to support
an exclusion, exclusions can support policy innovation and piloting of initiatives
from which the wider UK can learn and benefit over time — in this example,
recognising the governments’ shared ambition to tackle plastic pollution across the
UK. However, DBT also emphasised the UKIMA itself does not restrict policy
development or the ability to proceed with similar initiatives in areas of devolved
competence. The Scottish Government described exclusions as ‘essential to the
functioning of devolved policy and ensuring that regulations passed by devolved
legislatures can be implemented effectively’. The Welsh Government’s position
remains that UKIMA does not limit the ability of the Welsh Parliament to legislate
in devolved areas. Given its devolved legislative capacity, the Welsh Government
has not yet seen a need to apply for an exclusion, but it has engaged in
discussions on other exclusion proposals on a without prejudice basis. The NICS
did not comment on exclusions from the MAPs as a mechanism for supporting the
UK internal market.

13 Process for considering UK Internal Market Act exclusions in Common Framework areas - GOV.UK (www.gov.uk)

14 Policy statement: Scottish Deposit Return Scheme - UK internal market exclusion - GOV.UK (www.gov.uk)

15 Deposit Return - gov.scot (Www.gov.scot)

16 single-use-vapes-26-january-2024.pdf (parliament.scot)
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https://www.gov.uk/government/publications/process-for-considering-ukim-act-exclusions-in-common-framework-areas/process-for-considering-uk-internal-market-act-exclusions-in-common-framework-areas
https://www.gov.uk/government/publications/scottish-deposit-return-scheme-uk-internal-market-exclusion/policy-statement-scottish-deposit-return-scheme-uk-internal-market-exclusion#:~:text=The%20temporary%20exclusion%20will%20cover%20PET%20plastic%2C%20aluminium%2C%20and%20steel,ease%20of%20use%20for%20consumers.
https://www.gov.scot/news/deposit-return/
https://www.parliament.scot/-/media/files/committees/net-zero-energy-and-transport-committee/correspondence/2024/single-use-vapes-26-january-2024.pdf

A.18 The governments also commented on the process for considering exclusions, both
in general and in relation to the Scottish Government’s proposed DRS exclusion.
As context, in the 2022-23 annual report, we spoke about the Scottish
Government’s ban on single use plastic products and its concerns in relation to the
timing and scope of the exclusion to support that ban.'” The Scottish
Government’s response to the DRS exclusion was informed by this previous
experience, commenting that the exclusion process ‘did not operate as intended’
in relation to DRS and that an effective exclusion process is crucial to the viability
of the Common Frameworks programme. The NICS observed that the exclusion
process ‘while helpful, is ambiguous’, with governments ‘taking different
approaches to its application’. The Welsh Government commented that the
process ‘lacks structure and predictability for the administration applying for an
exclusion’. The Scottish Government and NICS also noted the current lack of a
process for considering exclusions outside Common Framework policy areas, with
the Scottish Government commenting that this should work in a similar way to the
Common Framework exclusion process. As noted, the governments are currently
discussing a potential non-Common Framework exclusion in relation to banning
the sale and possession of rodent glue traps.

Third party commentary on the UK internal market regime

A.19 The UK internal market is emerging as a field of academic and parliamentary
inquiry, of particular interest to legal and constitutional scholars and thinktanks,
and to parliamentary committees.

A.20 Commentary broadly falls into three categories, although there is overlap between
them:

e Afocus on devolution, the constitution and intergovernmental relations: in
this context, UKIMA is cited in discussion of how devolution is operating in a
post-EU Exit landscape.!®

° Legal analysis of UKIMA: these articles may assess how UKIMA compares
internationally or how it interacts with other legislation that is relevant to the
UK constitution.*®

17 OIM annual report 2022-23 OIM Annual Report on the Operation of the Internal Market 2022-23
(publishing.service.gov.uk) paras 3.36-3.37.

18 See for example the report ‘How Devolution is Changing Post-EU’ by the Scottish Parliament’s Constitution, Europe,
External Affairs and Culture (CEEAC) Committee, or Aileen McHarg’s paper ‘The contested boundaries of devolved
legislative competence: Securing better devolution settlements’, which was produced as part of the Institute for
Government and the Bennett Institute’s review of the UK constitution.

19 See, for example, Thomas Horsley’s article ‘Managing the External Effects of Devolved Legislation: Virtual
Representation, Self-Rule and the UK’s Territorial Constitution’ or Jan Zglinski’s ‘The UK Internal Market — A Global
Outlier'.
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https://assets.publishing.service.gov.uk/media/641835fa8fa8f5556ef304ca/A._OIM_Annual_Report_on_the_Operation_of_the_Internal_Market_2022-23.pdf
https://assets.publishing.service.gov.uk/media/641835fa8fa8f5556ef304ca/A._OIM_Annual_Report_on_the_Operation_of_the_Internal_Market_2022-23.pdf
https://digitalpublications.parliament.scot/Committees/Report/CEEAC/2023/10/24/6692fb8e-0bf0-47cd-a1ba-cff461d9395d
https://www.instituteforgovernment.org.uk/publication/devolved-legislative-competence
https://www.instituteforgovernment.org.uk/publication/devolved-legislative-competence
https://ukconstitutionallaw.org/2023/10/05/thomas-horsley-managing-the-external-effects-of-devolved-legislation-virtual-representation-self-rule-and-the-uks-territorial-constitution/
https://ukconstitutionallaw.org/2023/10/05/thomas-horsley-managing-the-external-effects-of-devolved-legislation-virtual-representation-self-rule-and-the-uks-territorial-constitution/
https://www.cambridge.org/core/journals/cambridge-law-journal/article/abs/uk-internal-market-a-global-outlier/AC1D17D8825E8A1BA5D417C5CD47F5C3
https://www.cambridge.org/core/journals/cambridge-law-journal/article/abs/uk-internal-market-a-global-outlier/AC1D17D8825E8A1BA5D417C5CD47F5C3

° Consideration of other mechanisms for managing the UK internal market,
such as Common Frameworks, and how UKIMA interacts with these
arrangements.?°

A.21  The OIM will continue to engage with these commentators and committees, and
their work, over time, and we would expect to consider their arguments and
findings (and those of future commentators) in more detail in our Periodic
Reports.?!

20 This commentary has primarily been included in reports from committees of the Scottish Parliament and the Senedd

over the past year.
21 See section 33(6) of UKIMA: United Kingdom Internal Market Act 2020 (legislation.gov.uk)
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Appendix B: Assessment of the regulatory landscape

Assessing the Regulatory Landscape

B.1

B.2

Chapter 3 sets out our findings in relation to the UKIMA regulatory landscape, in
particular the proportion of the economy that might be affected by certain
provisions in UKIMA. In developing some quantitative estimates of the regulatory
landscape our approach is first to provide a broad estimate of how much of the
economic activity in each of goods, services and professional qualifications is
potentially subject to regulatory difference and, of that amount, how much is likely
to be subject to the MAPs.

The OIM’s 2022-23 annual report focussed on regulatory developments in relation
to goods. This reflected the fact that most regulatory developments that had taken
place since the end of the transition period were in relation to goods. In the last
year, regulatory developments have continued predominantly to affect goods but
some developments are starting to emerge in relation to services and professional
qualifications. For these reasons, we have expanded our coverage to include
services and professional qualifications.

Methodology for economic assessment

B.3

B.4

B.5

Businesses that provide goods and services often must comply with some form of
sector-specific regulation and this is often also the case for individuals who are
professionally qualified. This sectoral regulation is additional to the general
requirements on businesses and individuals, such as regulations relating to
taxation or Companies House filings.

Our analysis of regulation in relation to goods, services and professional
qualifications is focused on sector-specific rules. Broadly, this approach captures
registration, licensing, and inspection requirements, as well as standards-setting.
Delivery of sector-specific regulation for business or individuals can be UK-wide or
devolved (and may reflect historic arrangements that predate the current
devolution settlements). UKIMA treats each of goods, services and professional
qualifications differently, with a specific set of rules relating to each, so we set out
our analysis for each separately. The analysis provides an indication of the
potential for change rather than a commentary on actual regulatory differences
and their implications for the effectiveness of the internal market.

Goods and Services

To carry out our analysis we use the ONS UK Standard Industrial Classification
(SIC) system. This provides a consistent way of categorising economic activity and
also allows us to identify the level of activity associated with each sector as ONS
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B.6

B.7

B.8

B.9

produces regional economic output and workforce data, consistent with these
classifications.

Policy related to several sectors is reserved, either in whole or part, to the UK
Parliament. The Scottish and Welsh devolution settlements are not identical and
there can be complexities, for example where policy might be reserved but
aspects of delivery might be devolved. The Northern Ireland settlement is distinct.
The Assembly has legislative control over what are known as transferred matters
and may, in principle, legislate on reserved matters, subject to consent. There is a
separate category of excepted matters, where the UK government retains
responsibility, and the Assembly cannot legislate. The arrangements put in place
by the Northern Ireland Protocol, as shaped by the Windsor Framework, apply to
goods but not to services or professional qualifications. Each of the goods sector,
the services sector and professional qualifications has some economic activity that
is reserved.

We carried out our analysis in three stages. First, we identify those economic sub-
sectors that may relate to reserved matters. For the purposes of this analysis, we
categorise all goods and services production that may fall within a reserved matter
as not susceptible to regulatory difference.?? This exercise is complex and requires
a degree of judgment; it cannot be considered to be determinative of the
application of reserved or excepted matters in all circumstances.

Second, of those economic activities that are potentially subject to regulatory
difference we examine those which are excluded from the MAPs. The effect of the
regime is that some goods, services and professional qualifications are outside the
scope of the MAPs.?3

This approach creates three categories of activity:
° activities not subject to potential regulatory difference;

° activities potentially subject to regulatory difference but outside the scope of
the MAPs; and

° activities potentially subject to regulatory difference and within the scope of
the MAPSs.

22 The Northern Ireland Assembly can legislate on reserved matters with the UK Government's consent. For the purpose
of this analysis we treat reserved matters in Northern Ireland as matters not susceptible to regulatory difference.

23 For the purposes of this report the OIM has set out its views on the potential application of the MAPs in various
contexts, based on the information available to it at the time of publication, and references to the MAPs should be read
accordingly. The views expressed by the OIM are neither binding nor definitive and should not be seen as a substitute for
legal advice. For these reasons, our assessments as to the economic activity that is subject and not subject to the MAPs
must be seen as an approximation. Nevertheless, when viewed at the aggregate level we consider that the analysis
provides helpful estimates, and further allows for a consideration of the high-level differences between the nations of the

UK.
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B.10  Third, we use ONS and NISRA workforce?* data to estimate the level of economic
activity in each of these categories and how that activity varies between the four
nations of the UK. This helps establish the size of the sectors potentially in scope
for regulatory difference and will highlight which sectors are particularly important
in different nations.

B.11 It should be noted that the imperfect mapping of SIC classifications to
reserved/excepted/excluded policy areas means the employment figures must be
treated as an estimate rather than definitive. It should also be noted that legislation
which was already in force before the commencement of the UKIMA, and
therefore any regulatory differences arising from such legislation, is outside the
scope of UKIMA's provisions. The figures are therefore estimates of the size of
sectors where future (rather than current) legislation may be potentially within the
scope of UKIMA.

Regulated professions

B.12 For our assessment of regulated professions, we follow a similar approach to that
for goods and services, but instead of employment data we instead use data on
the number of professionals registered with regulators.

B.13 A significant development since the publication of the 2023-23 annual report has
been the publication of a Regulated Professions Register by DBT. The register
provides a comprehensive list of regulated professions which are within the scope
of the Professional Qualifications Act 2022 and professions that are subject to a
chartered designation approved by the Privy Council. It hosts information provided
by regulators and chartered bodies and allows users to search a list of professions
to find out about the qualifications and experience required to work in the UK, or to
find contact details for regulators. At the time of publication, the register captured
details for 186 regulated professions which exist in one or more UK nations and
are in scope of the Professional Qualifications Act 2022.

B.14 In afirst stage of our analysis, we use information from the register to identify
which regulated professions are regulated on a UK-wide basis, and which are
subject to multiple regulatory regimes across the UK nations. In addition to the 186
regulated professions listed in the register, we also included in our analysis a
further 6 regulated professions which were identified by DBT but not yet added to
the register by regulators. In total, our analysis focusses on 192 regulated
professions.

24 JOBS02: Workforce jobs by industry - Office for National Statistics (ons.gov.uk)
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B.15 Second, we use data gathered from regulators to estimate how many professional
qualifications are registered in professions which we identify as being subject to
multiple regulatory regimes across the UK nations. We also estimate how many of
the professional qualifications registered in these professions are ‘active’.

B.16 Third, we examine which regulated professions relate to reserved matters, and
which may be outside of the scope of the MAPs under s.27 UKIMA. As with the
equivalent analysis for goods and services we have had to exercise some
judgement in deciding which regulated professions fall into these categories; it
cannot be considered to be determinative of the application of reserved or
excepted matters in all circumstances. We use data gathered from regulators to
estimate how many professional qualifications are registered in professions which
we identify as relating to reserved matters or which may be excepted from the
MAPs under s.27 UKIMA.

Goods sub-sectors that are not subject to the MAPs

B.17 Table B.1 below sets out the goods sub-sectors that are either reserved, excepted
or excluded in one or more of the three devolved nations.

Table B.1 Goods sub-sectors that are reserved, excepted or excluded matters

Goods sub-sector Reserved or excepted Excluded

Scotland Wales Northern All UK
Ireland

Coal ownership and exploitation, deep and opencast X X

coal mining.

Mgdicines, medical supplies, biological substances, X X

poisons.

Single use plastic articles X

Chemicals (a) X

Fertilisers and pesticides (a) X

Notes: (a) Excluded with respect to only s.19 UKIMA (mutual recognition)
Source: Reserved Matters in the United Kingdom, House of Commons Library, 2022; Schedule 1 UKIMA.

B.18 Table B.2 sets out the percentage of total employment for each of the reserved
and excluded goods sub-sectors listed in Table 3.1. The table shows that the
proportion of employment in the sub-sectors where sector specific policy making is
reserved is quite small, so the vast majority of the economy is potentially subject to
regulatory difference.

Table B.2 Percentage of total employment in goods sub-sectors not subject to the MAPs because
they are reserved

Goods sub-sector Reserved
Scotland Wales Northern England All UK
Ireland
Coal ownership and exploitation, deep and opencast 0.02% 0.17% n/a 0.01% 0.01%
coal mining.
Medicines, medical supplies, biological substances, 1.31% 2.2% n/a 1.79% 1.79%
poisons.

Total 1.34% 2.47% 0% 1.80% 1.80%
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Source:
GB: NOMIS database, 2021 data, count by Employment

NI: Business Register and Employment Survey, 2021 data, count by Employees?®

B.19 Table B.3 shows that the proportion of total goods employment in sub-sectors
where sector-specific policy making is excluded (ie potentially regulatory difference
is possible and the MAPs would not apply) is small across all four nations.

Table B.3 Percentage of total employment in goods sub-sectors not subject to the MAPs because

they are excluded

Goods sub-sector

Single use plastic articles
Chemicals (a)

Fertilisers and pesticides (a)
Total (b)

Source:
GB: NOMIS database, 2021 data, count by Employment

Scotland

Excluded
Wales Northern England All UK
Ireland
n/a n/a n/a n/a n/a
1.5% 2.4% 1.8% 2.2% 2.2%
0.1% 0.1% 0.05% 0.1% 0.1%
1.5% 2.4% 1.85% 2.2% 2.2%

NI: Business Register and Employment Survey, 2021 data, count by Employees

Notes:
(a) Excluded with respect to mutual recognition only

(b) Columns do not sum because the employment count for fertilisers and pesticides is a sub-set of the employment count for

chemicals.

B.20 Table B.4 shows the percentage of total employment that is in sectors that are: (i)
not subject to regulatory difference as they are reserved or excepted; (ii)
potentially subject to regulatory difference but not subject to the MAPs because
they are excluded; and (iii) potentially subject to both regulatory difference and the
MAPs. Although there are modest absolute differences between Wales and
Scotland in terms of the first two categories, almost all employment is in sub-
sectors that are in the third category. The same is true of England and Northern
Ireland. This contrasts with the findings for services discussed at Appendix B,
paragraphs B.25, where the figures for the third category are much lower.

Table B.4 Goods sector economic activity (percentage of total goods sector employment?) by
relationship with regulatory difference and the MAPs

Northern
(Category) UK England Wales Scotland Ireland
Not subject to regulatory difference 1.80% 1.80% 250 1.3% 0%
(reserved)
Potentially subject to regulatory
difference but not the MAPs 2.2% 2.2% 2.4% 1.5% 1.9%
(devolved but excluded)
Potentially subject to regulatory
difference and the MAPs (devolved 96.0% 96.0% 95.1% 97.0% 98.1%

without exclusion)

25 NOMIS data includes employees and working proprietors (such as sole traders and partners in businesses). BRES

data includes only employees.

26 |n this context ‘total goods sector employment’ refers to SIC sections A-C and F.
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Source: OIM calculations

Services sub-sectors that are not subject to the MAPs

B.21 Table B.5 below sets out the areas of regulatory activity relating to services that
are not subject to the MAPs because they are either reserved matters, excepted
matters or excluded from the application of the MAPs in one or more of the three
devolved nations.

Table B.5 Services sub-sectors reserved, excepted or excluded from the MAPs

Services sub-sector Reserved or excepted Excluded
Scotland Wales Northern All UK
Ireland

X X
X X

Financial services, including investment business
Financial markets

Betting and Gambling

X

Regulation of sea fishing outside devolved zones

Telecommunications and wireless telegraphy, internet
services and electronic encryption
Postal services

X X X X X X

The regulation of estate agents, timeshares and
package holidays

Licensing and regulation of a water supply or sewerage
licensee

Generation, transmission, distribution and supply of X
electricity

Oil and gas (except petroleum licenses within devolved
onshore areas)

Nuclear energy and installations including safety,
security and safeguards

Production, distribution and supply of heat and cooling

Public service vehicle (ie bus and coach) operator
licensing

Strategic rail matters, safety and security, operation of
rail network, Channel Tunnel

Strategic marine transport matters

x
X X X X X X X X X X X X
x

X X X X

Strategic civil aviation and air transport, aviation
security and safety

Navigation, including merchant shipping (but not X
harbours or inland waters)

Embryology, surrogacy and genetics X

x
x

Legal profession, legal services and claims X
management services.
Audiovisual services

Debt collection services
Gambling services
Healthcare services
Legal services (a)
Notarial services

Private security services

X X X X X X X X

Services connected with the construction or operation
of heat networks or the supply of thermal energy by
means of heat networks (a)

Services connected with the supply of natural gas
through pipelines or production or storage of natural
gas

Services connected with the supply or production of X
electricity

Services provided by persons exercising functions of a X
public nature or by a person acting on behalf of such a

person in connection with the exercise of functions of a

public nature

X
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Services provided in respect of the award or X
authentication of academic or vocational qualifications

@

Services relating to social housing, childcare, children’s X
social care, adult social care, and other support of
families or persons permanently or temporarily in need

Transport services X
Waste services X
Water supply and sewerage services X

Notes: (a) Excluded with respect to only s.19 UKIMA (mutual recognition)
Source: Reserved Matters in the United Kingdom, House of Commons Library, 2022; Schedule 2 UKIMA, as of 24 November 2023.

B.22

Table B.6 identifies the economic significance of reserved, excepted and excluded
services sub-sectors listed in Table B.5. As the table shows the proportion of total

employment in these sub-sectors is somewhat higher in England than for Scotland
and Wales. Despite the different reserved matters applying to Scotland and Wales
the proportion of total employment in the listed sub-sectors in those nations is very
similar. For Northern Ireland the figure is substantially lower than any other nation.

Table B.6 Employment in services sub-sectors not subject to the MAPs because they are reserved

Employment by service sector, reserved or excepted, 2021

Area of service sector specific regulatory

Reserved or excepted

activity Scotland Wales Northern England All UK
Ireland

Fine_mcial services, including investment 2.4% 1.4% 0.1% 2.1% 2.1%

business )

Financial markets 1.2% 1.5% 1.1% 2.0% 1.9%

Betting and Gambling 0.3% 0.3% 0.3% 0.3%

Regulation of sea fishing outside devolved 0.2% 0.0% 0.01% 0.0%

zones

Telecommur_\ications and wire_less teleg_raphy, 3.1% 2.1% 2.0% 4.1% 3.9%

internet services and electronic encryption )

Postal services 0.6% 0.5% 0.6% 0.6% 0.6%

The regulation of estate agents, timeshares 0.7% 1.2% 1.2%

and package holidays

Licensing and regulation of a water supply or 0.4% 0.2% 0.2%

sewerage licensee

Generation, transmission, distribution and 0.7% 0.4% 0.3% 0.4%

supply of electricity

Oil and gas (except petroleum licenses within 0.4% 0.005% 0.01% 0.04%

devolved onshore areas)

Nuclear energy and installations including n/a n/a n/a 0.0%

safety, security and safeguards

Production, distribution and supply of heat and 0% 0.002% 0.002%

cooling

Public service vehicle (ie bus and coach) 0.7% 0.5% 0.7% 0.6%

operator licensing

Strategic rail matters, safety and security, n/a n/a 0.0%

operation of rail network, Channel Tunnel

Strategic marine transport matters 0.1% 0.1% 0.05% 0.05%

Strategic civil aviation and air transport, 0.1% 0.1% 0.0% 0.3% 0.3%

aviation security and safety 7

Navigation, including merchant shipping (but n/a 0.0%

not harbours or inland waters)

Embryology, surrogacy and genetics n/a n/a n/a 0.0%

Legal profession, legal services and claims 0.9% 1.4% 1.3%

management services

Total 9.8% 9.1% 3.7% 13.3% 12.8%
Source:

GB: NOMIS database, 2021 data, count by Employment

NI: Business Register and Employment Survey, 2021 data, count by Employees
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B.23

Table B.7 shows the proportion of total employment in the sub-sectors listed in
Table B.5 that are excluded from the MAPs. The figures for Scotland, Northern
Ireland and Wales, which are broadly the same, are higher than for the England.
This is due to the composition of the economy in those nations — relatively more
employment is in the relevant sub-sectors.

Table B.7 Employment in services sub-sectors not subject to the MAPs because they are excluded

Employment by service sector, excluded, 2021

Area of service sector specific regulatory Excluded

activity Scotland Wales Northern England All UK
Ireland

Audiovisual services 0.29% 1.36% 0.41% 0.67% 0.7%

Debt collection services 0.14% 0.05% 0.00% 0.04% 0.05%

Gambling services 0.32% 0.27% 0.33% 0.28% 0.3%

Healthcare services 10.65% 10.45% 11.29% 9.49% 9.7%

Legal services (a) 0.98% 0.93% 0.97% 1.43% 1.4%

Notarial services 0.0%

Private security services 0.41% 0.46% 0.74% 0.70% 0.7%

Services connected with the construction or

operation of heat networks or the supply of 0.003% 0% 0.00% 0.002% 0.002%

thermal energy by means of heat networks (a)

Services connected with the supply of natural

gas through pipelines or production or storage 0.07% 0.08% 0.00% 0.06% 0.1%
of natural gas

Services connected with the supply or

0, 0, 0, 0,
production of electricity 0.71% 0.42% 0.23% 0.33% 0.4%
Services provided by persons exercising
functions of a public nature or by a person 7.61% 9.04% 7 64% 4.80% 5 3%

acting on behalf of such a person in connection

with the exercise of functions of a public nature

Services provided in respect of the award or

authentication of academic or vocational 0.04% 0.05% 0.15% 0.14% 0.1%
qualifications (a)

Services relating to social housing, childcare,

children’s social care, adult social care, and

other support of families or persons 5.35% 4.67% 5.48% 3.48% 3.7%

permanently or temporarily in need

Transport services 4.1% 3.32% 2.88% 5.05% 4.9%

Waste services 0.87% 0.76% 0.88% 0.53% 0.6%

Water supply and sewerage services 0.31% 0.43% 0.25% 0.25% 0.3%

Total 31.9% 32.3% 31.3% 27.2% 27.9%
Source:

GB: NOMIS database, 2021 data, count by Employment
NI: Business Register and Employment Survey, 2021 data, count by Employees
Notes: (a) Excluded with respect to only s.19 UKIMA (mutual recognition)

B.24

Sub-sectors not included in Table B.7 are sectors which are potentially subject to
regulatory difference and the application of the MAPs. However, in considering the
overall significance of these sub-sectors for the purposes of assessing the
implications of any regulatory difference, we note that these sub-sectors include a
significant proportion of activities which are delivered as face-to-face services.
These services are not directly tradeable as they require the service provider and
the consumer to be in close contact. For example, some services (like
hairdressing, tattoo artists, personal care) need to be provided locally. The
consumer may travel to the service provider, for example tourism. Or the service
provider may travel to the consumer, for example a care worker providing care in a
person’s home. The MAPs are less likely to be relevant to services traded in this
manner. Any future assessment of regulatory change that might affect this kind of
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cross-border trade (ie where the customer or the provider travel from their home
location) will need to take account of the movement of people. This is particularly
challenging as data on these kinds of transactions is typically sparse.

B.25 By bringing together an overview of reserved and excepted matters and the
exclusions in Schedule 2 of UKIMA with the ONS data on employment we can
start to understand the potential landscape for regulatory difference in the services
area and how that varies between the four UK nations. Table B.8 sets out the
percentage of total services employment for each UK nation in relation to activities
not subject to potential difference; activities potentially subject to difference but
outside the scope of the MAPSs; and activities potentially subject to both regulatory
difference and the MAPs. It shows the proportion of total employment in sub-
sectors that are both potentially subject to regulatory difference and the MAPs is
almost identical as between Scotland, Wales and England. The proportion of total
employment in sectors that are devolved but excluded from the MAPs (i.e. where
the effects of local policy making will not be affected by the MAPS) is
approximately five percentage points lower in England than in Scotland or Wales.
Conversely, a greater proportion of total employment is in sectors where policy
making is reserved in England than in either Scotland or Wales. The situation for
Northern Ireland is different with a higher proportion of total employment in sub-
sectors that are potentially subject to both regulatory difference and the MAPs,
largely due to the small proportion of employment in sub-sectors that are reserved
matters or excepted matters. Moreover, in certain circumstances regulatory
differences could arise between Northern Ireland and GB even in relation to
reserved and excepted matters.

Table B.8 Services sector economic activity (percentage of total services employment?’) by
relationship with the regulatory difference and the MAPs

Northern
(Category) GB England Wales Scotland Ireland
Reserved (not subject to regulatory o o 0 0 o
difference) 13% 13% 9% 10% 4%
Devolved but excluded (potentially
subject to regulatory difference but 28% 27% 32% 32% 31%

not the MAPS)

Devolved without exclusion
(potentially subject to regulatory 59% 59% 59% 58% 65%
difference and the MAPS)

Source: OIM calculations

27 In this context ‘total services employment’ refers to SIC sections D, E and G-T.
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Economic overview of regulated professions

B.26  The provisions in UKIMA only apply to regulated professions as defined by the
Professional Qualifications Act 2022 as “a profession that is regulated by law in
the United Kingdom or a part of it”. This includes professions that are subject to
legal restrictions in the form of licensing or certification but does not include
chartered professions, which involve voluntary compliance.

B.27  Our analysis captures 192 regulated professions,?® covering 152 different types of
economic activity.?® Most of the regulated professions (161 of the 192) are found
across five areas of economic activity: law, transport, education, healthcare and
science. The remaining professions cover a diverse mix of economic activity
including security, finance and gas safety.

Regulatory differences

B.28 We mapped the regulated professions to understand how many are subject to UK-
wide regulation, and how many are subject to regulatory differences across the
UK’s nations. This exercise identified three regulatory scenarios:

B.29  Scenario 1: professions subject to joint regulation across all four UK nations by a
single UK regulator (81 of the 192 professions);

B.30 Scenario 2: professions subject to different national regulations, the required
qualifications are the same but registration with separate national regulators is
required (90 of the 192 professions); and

B.31 Scenario 3: professions subject to different national regulations, separate national
qualifications and registration required (21 of the 192 professions).3°

Number of registrations in professions subject to regulatory differences

Data collection

B.32 Intotal, 111 regulated professions fall into scenarios 2 and 3, which are subject to
regulatory differences across the UK nations. For these professions, we have

28 We believe that these account for most of the regulated professions that currently exist in the UK, although we will
continue to monitor the potential for the existence of others, and any developments which could create new regulated
professions.

29 Where an economic activity is subject to multiple regulatory regimes in the UK, it will have been captured as multiple
regulated professions in the Regulated Professions Register, and we have maintained that approach in our analysis. For
example, the work of a ‘Food Analyst’, is captured as 4 regulated professions in the register because there is a different
regulatory regime in each nation. The breadth of the economic activities covered by individual professions is varied.
There are broadly defined professions, such as School Teacher, alongside narrowly defined professions such as F-Gas
Handler for F-Gas-Based Solvents.

30 We have included in this scenario a small number of professions which are regulated in one or some UK nations, but
unregulated in other UK nations, as well as professions that have separate regulatory regimes in each nation.
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sought to provide an indication of the scale of economic activity that is undertaken
by regulated professionals in these professions.

B.33 We have collected data on the number of professional registrations made with
regulators in these professions. As we have aggregated this data, our estimates of
total registrations in the regulated professions are likely to feature multiple
counting of individuals who hold more than one professional registration.3?

B.34 Nonetheless, we consider that aggregating registration data from the regulated
professions which fall into scenarios 2 and 3 provides an illustration of the scale of
economic activity (as distinct from active individuals) that is subject to regulatory
differences affecting regulated professions.

B.35 Our findings in this section are based on registration data for 51 of the 90
regulated professions in scenario 2 and registration data for all 21 regulated
professions which fall into scenario 3.%?

B.36 We estimate a total of around 3.5 million registrations with regulators in these
professions. Of these about 1.75 million are thought to be currently economically
active, with the remainder representing retirees, people who have left the
profession for other careers and, for certain qualifications like HGV licences,
hobbyists. Given that we have not been able to obtain registration data for a
further 39 regulated professions in scenario 2, this will be an underestimate of the
number of professional registrations. To put these numbers in context, there are
approximately 36.6 million employees in the UK, so 1.75 million represents
around 5%.

B.37 Of these, about 250,000 professional registrations are in the 21 professions in
scenario 3, a little less than 1% of all employed people. This is mostly made up of
the legal professions. We note that the regulation of many legal professions is
excluded from UKIMA in at least one of the UK nations — Table B.9 below provides
further details of the regulated professions that are excluded from UKIMA.

31 For example, many legal professionals are qualified to undertake more than one type of regulated legal work. An
individual who holds a solicitor qualification and is also registered to undertake the work of a notary public, would appear
twice in our figures.

32 Where possible, we collected the registration data from public sources including public registers and other data
publications released by regulators and engaged with a number of regulators directly to obtain data not in the public
domain. The nature of this exercise has required us to aggregate data collated at different times and compiled using
different methodologies which are not directly comparable. For example, some of the figures we have collected are
published national statistics, some are regulator estimates based on workforce survey results, while others count the
total numbers of entries from professional registers. For all regulated professions, we sought the most recent data
available, and this ranges from the earliest data being published in 2018 to the most recent being published in 2023.

33 Workforce Job by Industry data from March 2023 (seasonally adjusted): JOBS02: Workforce jobs by industry - Office
for National Statistics (ons.gov.uk). Workforce Jobs (WFJ) is a quarterly measure of the number of jobs in the UK and is
the preferred measure of the change in jobs by industry. This figure of 36.6 million includes Employee Jobs, which is
measured by employer surveys, and Self-Employment Jobs, which is derived from the Labour Force Survey (LFS).
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B.38

Regulated professions to which the MAPs do not apply

The regulation of professions can be outside the scope of the MAPs either
because it is a reserved matter or because it is excepted from UKIMA. Table B.9
below sets out which regulated professions are reserved matters. It also sets out a
number of legal and teaching professions which are excepted from the MAPs
under s.27 UKIMA3®** (and so the MAPs do not apply to them).

Table B.9 Reserved and excepted matters for regulated professions

Regulated profession Reserved Excepted under s.27 UKIMA
Scotland Wales Northern Scotland Wales Northern England
Ireland Ireland
Architects X X
Health professions X X
Auditors X X
Veterinary surgeons X
Barrister X X X X
Solicitor X X X X X
Notary X X X X X
Chartered Legal Executive X X X
Costs lawyer X X X
Licensed conveyancer X X X
Licensed CLC practitioner X X X
Advocate X
Conveyancing practitioner X
Executry practitioner X
Commercial attorney X
Patent attorney X X X X X
Trademark attorney X X X X X
School teaching X X X X
Source: Reserved Matters in the United Kingdom, House of Commons Library, 2022; Schedule 2 UKIMA, as of 24 November 2023;
S.27.6 UKIMA
B.39 We have also collected data on the number of professional registrations made with

B.40

regulators in these professions. Our findings in this section are based on
registration data for 13 of the 14 regulated professions which are excepted under
s.27 UKIMA, and registration data for all 48 regulated professions which fall under
reserved matters.

We estimate an aggregate total of around 2.05 million registrations with regulators
in the regulated professions which are reserved matters: Architect, Auditor,

34 The concept of a matter being ‘excepted’ under s.27 UKIMA is different to that under the Northern Ireland devolution
settlement. An ‘excepted’ matter under s.27 UKIMA is one which is removed from the scope of the mutual recognition
MAP applicable to professional qualifications. An ‘excepted’ matter under the devolution settlement is one where
competency to legislate remains with the UK government and not the Northern Ireland Assembly.
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Veterinary Surgeon, health professions®® and, in Wales, legal professions; this is
around 5% of all employed people.

B.41 We estimate an aggregate total of around 850,000 registrations with regulators in
the legal and teaching professions which are excepted from the MAPs — this is just
over 2% of all employed people.36

B.42 Itis notable that many of the legal professions which are excepted from UKIMA fall
into scenario 3 in our mapping exercise, meaning that although there are separate
regulators and qualification requirements across the UK nations in these
professions the MAPs do not apply; only individuals who are qualified in a
particular nation may practice in that nation. The Advocate, Barrister, Solicitor,
Notary, Costs Lawyer, Chartered Legal Executive, Licensed conveyancer,
Conveyancing practitioner, and Executry practitioner professions all fall under this
scenario.

B.43 However, as all the regulations governing the other regulated professions (i.e.
professions that are neither reserved nor excluded) pre-date the commencement
of the UKIMA, the MAPs do not currently apply to them (because regulations
introduced before UKIMA are not subject to its provisions). However, the MAPs
may apply to any future changes to requirements in these regulated professions.
The MAPs may also apply to any newly regulated professions in which regulatory
requirements are introduced.

35 The specific health professions which are reserved are outlined under Schedule 5 of the Scotland Act 1998, and under
Schedule 7A of the Wales Act 2017.

36 This will be an underestimate, as we have not been able to obtain registration data for the Commercial Attorney
profession. However, our view is that this profession is likely to be highly specialist in nature and we would expect the
impact on our estimate to be small.
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Appendix C: Regulatory Developments

Cl

This Appendix provides further details on the regulatory developments listed in
Chapter 3.

Current and upcoming regulatory developments in relation to goods

Fireworks

C.2

C.3

C4

The Fireworks and Pyrotechnic Articles (Scotland) Act 2022 introduced a number
of new provisions relating to the sale and use of fireworks in Scotland. The new
offence to supply fireworks and pyrotechnic articles to young people under 18
came into force on 10 October 2022. A statutory aggravation in cases where
fireworks or pyrotechnic articles are used to attack emergency workers came into
effect in October 2022.37

Further provisions, including a requirement for people who are either purchasing,
possessing or using a firework in Scotland to hold a licence, as well as the
creation of specified periods in the year when fireworks can be sold and used, will
come into force in a phased manner. The Scottish Government have indicated that
the licensing system is expected to be operational early in the 2024/25 financial
year. No such requirements are in place in England or Wales. A licensing regime
for the purchase and use of fireworks has been in place in Northern Ireland for
several years.

Since the 2022/23 annual report, in June 2023, offences of possession of
pyrotechnic articles in public places and at designated venues and events came
into effect along with new discretionary powers for local authorities to designate
firework control zones.38

Rodent glue traps and animal snares

C5

‘Rodent glue trap’ refers to non-drying glue boards designed to capture rodents.
Snares (sometimes referred to as a 'cable restraint’) refers to a thin wire noose
used for catching and/or restraining a wild animal, such as a fox or a rabbit, for the
purpose of wildlife management. Amid concern for animal welfare, the UK
Government, Scottish Government and Welsh Government have implemented, or
are in the process of implementing, bans on the use of rodent glue-traps and/or
animal snares.®® Northern Ireland has not announced any equivalent measures.

37 The Fireworks and Pyrotechnic Articles (Scotland) Act 2022 (Commencement No. 1) Regulations 2022.

38 The Fireworks and Pyrotechnic Articles (Scotland) Act 2022 (Commencement No. 3) Regulations 2023.

39 UK Government: Glue Traps (Offences) Act 2022; Scottish Government: Wildlife Management and Muirburn
(Scotland) Bill; Welsh Government: Agriculture (Wales) Act.

106


https://www.legislation.gov.uk/asp/2022/9/contents/enacted
https://www.legislation.gov.uk/ukpga/2022/26/enacted#:~:text=1Offences%20relating%20to%20glue,glue%20trap%20commits%20an%20offence.
https://www.parliament.scot/-/media/files/legislation/bills/s6-bills/wildlife-management-and-muirburn-scotland-bill/introduced/bill-as-introduced.pdf
https://www.parliament.scot/-/media/files/legislation/bills/s6-bills/wildlife-management-and-muirburn-scotland-bill/introduced/bill-as-introduced.pdf
https://senedd.wales/media/51ncc5s0/pri-ld15330-e.pdf

C.6

C.7

Vapes

C.8

C.9

C.10

Since our 2022/23 annual report, the Scottish Government’s proposed ban on
rodent glue traps has been introduced in the Scottish Parliament and the Welsh
Government’s ban on rodent glue traps and animal snares came into force on 17
October 2023. The UK Government’s ban on rodent glue traps is scheduled to
come into force in April 2024. The Scottish Government has stated that it is
exploring the possibility of an exclusion from the MAPs, following which it would
seek to ban the sale and possession of animal glue traps.*°

Regulatory difference may result from the staggered implementation of the bans:
the Welsh ban is currently in force, whereas the bans in England and Scotland are
yet to be implemented. The scope of the bans may also differ: the UK (in respect
of England) and Welsh Governments’ bans prohibit the use of animal glue traps,
whereas the Scottish ban will also prohibit their purchase. In addition, the Welsh
Government’s ban prohibits both rodent glue traps and snares.*! There may also
be potential regulatory impacts relating to pest control services: see Appendix C,
paragraphs C.30-C.32.

In the 2022/23 annual report, we noted that the Scottish Government had
published analysis of responses to its consultation on tightening the rules on
advertising and promotion of vaping products. At the time, no other government
had consulted on introducing similar restrictions elsewhere in the UK.

Since the 2022/23 annual report, the UK Government has published a UK-wide
consultation on Creating a smokefree generation and tackling youth vaping, as
part of measures to clamp down on vapes being promoted to children. The
consultation was launched following the Prime Minister’s proposals to create the
first smokefree generation and crack down on youth vaping. It includes the
following elements: restricting vape flavours, regulating vape packaging and
product presentation, and restricting the supply and sale of disposable vapes.

Following the consultation, in January 2024 the UK Government announced that
disposable vapes will be banned in the UK. The OIM will continue to monitor this
policy area in case of temporal differences in the implementation of the ban, or
differences in the scope and formulation of the ban.

40 The current proposed legislation, now at Stage 2, provides for a ban on use and purchase. The Scottish

Government’s intention is to introduce provisions to ban the sale and possession at Stage 3.

41 The relevant Scottish Bill does not currently contain a prohibition on snares, but the Scottish Government have
indicated that the legislation will be amended to do so: Scottish Government - Animal snares - August 2023.
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Alcohol advertising

C.11

In November 2022, the Scottish Government opened a consultation on restricting
alcohol advertising and promotion.*? Possible restrictions included prohibitions on
alcohol sports and events sponsorship, alcohol marketing outdoors (including on
vehicles) and in public spaces, the sale of alcohol-branded merchandise in
Scotland, and the advertising of alcohol in newspapers and magazines produced
in Scotland and television and radio completely.*® The consultation also suggested
further restrictions on the visibility of alcohol in retail environments and the content
of alcohol marketing. In November 2023, the Scottish Government published the
analysis of its consultation.** The consultation response states that further
engagement will be undertaken in early 2024, with a consultation on a narrow set
of proposals later in the year.

Further single-use plastics measures

C.12

C.13

C.14

The Welsh Government has indicated that it will use its existing powers to add to
the list of single-use plastic products which are banned in Wales.*® The
explanatory notes to the relevant legislation suggest that wet wipes and sauce
sachets may be added to the list of banned products.*® Separately, the Welsh
Government has indicated that it will aim to ban (by Spring 2026) single-use
plastic carrier bags (with exemptions including carrier bags for raw fish, meat or
poultry and unpackaged food), polystyrene lids for cups and takeaway food
containers, and oxo-degradable plastic products.*’

The Scottish Government has introduced the Circular Economy (Scotland) Bill to
the Scottish Parliament.*® Once passed, the Bill will establish a framework that
provides Scottish Ministers with additional powers related to single-use plastics,
including to require imposition of charges for such products.

Regulatory difference will result from any further restrictions on single-use plastic
products because they will only be banned in one nation (Wales), or charges will
only be imposed in one nation (Scotland). The current UKIMA exemption for
single-use plastics would not cover a ban extending to the single-use products
proposed by the Welsh Government.

42 Consultation on Restricting Alcohol Advertising and Promotion, November 2022.

43 We also note that in its 10-year Substance Use Strategy Preventing Harm, Empowering Recovery, launched in
September 2021, the NI Executive set out its support for restricting alcohol advertising. However, powers over broadcast
advertising are reserved to the UK Government.

44 Consultation on Restricting Alcohol Advertising and Promotion: Analysis of responses, November 2023.

45 The Environmental Protection (Single-use Plastic Products) (Wales) Act allows Welsh Ministers to add or remove

products from the list of banned single-use plastic products.
46 The Environmental Protection (Single-use Plastic Products) (Wales) Act — Explanatory Notes, paragraph 15.

47 Guidance: The Environmental Protection (Single-use Plastic Products) (Wales) Act 2023.

48 Circular Economy (Scotland) Bill.
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Minimum unit pricing of alcohol

C.15 The aim of minimum unit pricing (MUP) is to reduce harm to health caused by
alcohol consumption by setting a floor price below which alcohol cannot be sold.
The Scottish and Welsh Governments have both introduced systems of MUP with
the minimum price of alcohol set at 50 pence per unit.*® No equivalent system has
been introduced in either England or Northern Ireland.®® The Scottish and Welsh
MUPs have not been within the scope of UKIMA as their introduction pre-dated
UKIMA.

C.16 In Scotland, the MUP provisions will expire after 6 years (30 April 2024) unless
Scottish Ministers make new legislation to continue their effect. On 20 September
2023, the Scottish Government launched a consultation on the continuation of
MUP beyond 30 April 2024, which includes a proposal to increase the MUP to 65
pence.

C.17 The introduction of a higher MUP in Scotland would mean that the relevant
requirements in Scotland differ from the rest of the UK where there are either no
such requirements (England and Northern Ireland) or equivalent requirements are
set at a lower level (Wales).

Net zero policies (phasing out of gas boilers, and petrol/diesel cars)

C.18 In September 2023, Prime Minister Rishi Sunak announced changes to
regulations relating to the UK’s Net Zero target of 2050. The ban of the sale of new
petrol and diesel vehicles was delayed to 2035, from 2030.

C.19 The mechanism for implementation is the Zero Emission Vehicle (ZEV) Mandate.
This requires suppliers to meet a minimum proportion of their total vehicle sales
through sales of ZEVs, starting with a minimum of 22% of annual sales in 2024,
incrementally rising to 100% in 2035. A consultation published shortly after the
announcements outlined the intention of the four governments to pursue a unified
approach with targets consistent across UK nations. The Welsh Government
moved legislation to implement the ZEV Mandate in line with the UK targets on 14
November 2023 and the Scottish Government moved legislation for the same
purpose on 21 November 2023. The UK Government laid a statutory instrument
on 13 December 2023 to effect these changes. The legislation came into force on
3 January 2024 and applies across Great Britain. As the legislation was passed
while the Northern Ireland Assembly was not sitting, the measures were not
introduced UK wide. There will be initial regulatory differences between Great
Britain and Northern Ireland as car manufactures will not face the same

49 Scotland: Alcohol (Minimum Pricing) (Scotland) Act 2012; Wales: The Public Health (Minimum Price for Alcohol)
(Wales) Act 2018.

50 A consultation on the introduction of MUP in Northern Ireland ran from 22 February 2022 to 27 May 2022: Consultation
on Minimum Unit Pricing of Alcohol in NI.
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C.20

restrictions when selling emission producing cars. The explanatory memorandum
that accompanied the UK Statutory Instrument sets out that the initial consultation
was conducted with support from the Department for Infrastructure and that the
UK, Welsh and Scottish Governments would be open to Northern Ireland joining
the scheme if a sitting Assembly chooses to.5!

The UK Government also announced changes to regulations relating to home
heating in September 2023. This includes delaying the phasing out of new
Liguified Petroleum Gas and Oil Boilers to 2035 and restating a phase out date of
2035 for the installation of new gas boilers. The UK Government are also currently
consulting, due to close in March 2024, on introducing a deadline of 2025 for
banning the installation of gas boilers in new builds.>? Scottish Government
regulations will see the implementation of a ban on gas boilers being installed in
new builds in Scotland. The regulations are due to come into force on 1 April 2024,
with the ban taking effect in 2027. DBT’s initial view is that they consider it unlikely
this ban will engage the MAPSs. In addition, Northern Ireland colleagues informed
us their net zero policy development ‘will help to shape a future framework for
decarbonising heating in domestic and non-domestic buildings including timelines
for action such as phasing out fossil fuel boilers. It is therefore essential that
Northern Ireland consumers have free and equitable access to all heating
appliance related goods and services from GB, including fuels, and that Northern
Ireland is similarly able to export to GB’.

Plasticated wet wipes

C.21

C.22

C.23

At the Inter-Ministerial Group for Environment, Food and Rural Affairs in May
2023, Defra outlined its intention to ban plasticated wet wipes for England,
following its Plan for Water document. Both the Scottish Government’s Marine
Litter Strategy and the Welsh Government’s analysis of banning single-use plastic
products identified plasticated wet wipes as goods that could be banned for
environmental reasons.

Following on from the Inter-Ministerial Group meeting, Defra announced a joint
consultation on 14 October 2023. This consultation has support from all four
governments and closed on 25 November 2023.

The OIM will continue to monitor this policy area in case of temporal differences in
the implementation of the ban, or differences in the scope and formulation of the
ban.

51 Explanatory Memorandum for the ZEV Mandate: The Vehicle Emissions Trading Schemes Order 2023
(legislation.gov.uk)

52 The Future Homes and Buildings Standards: 2023 consultation - GOV.UK (www.gov.uk)
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Wine: reforms to assimilated law

C.24 The UK Government has proposed changes to production and marketing
standards in assimilated law (formerly REUL) for wine and by-products of
winemaking in England.>® The changes include, amongst others, allowing the
blending of imported wines, the use of hybrid grape varieties and the production
and sale of low alcohol piquette that is made from the by-products of
winemaking.>* The changes, except those applying to the use of hybrid grape
varieties, will mean that businesses in England will operate under different rules
from businesses in Scotland and Wales. Northern Ireland will continue to
implement relevant EU law.

C.25 The changes may impact the internal market for wine; for example, producers in
England will be able to lawfully blend imported wines for sale in England and place
these blended wines on the UK market, while Welsh and Scottish producers will
remain subject to existing standards in assimilated law and therefore cannot blend
imported wines.>®> DAERA commented on these reforms, ‘Although there is no
production of wine in NI, if there are NI producers in the future, they will be bound
by EU rules but competing with GB producers with fewer restrictions. This will
create divergence for NI producers in comparison to GB counterparts and
therefore has the potential to impact on NI's place in the UKIM’.

C.26 England, Scotland and Wales have also introduced changes on the marketing of
ice wine in order to aid the United Kingdom’s accession to the Comprehensive and
Progressive Agreement for Trans-Pacific Partnership. There are no producers of
ice wine in Northern Ireland, however, imported ice wine can move from Great
Britain via the Northern Ireland Retail Movement Scheme and be sold in Northern
Ireland.

XL Bully dogs

C.27 The UK Government announced new regulations relating to XL Bully Dogs on 31
October 2023. There were two phases to the new regulations. From 31 December
2023, it is an offence to sell, abandon, give away or breed an XL Bully Dog, as
well as have it in public without a lead or muzzle. From 1 February 2024, itis a
criminal offence to own an XL Bully Dog without a Certificate of Exemption. These
measures only apply to England and Wales under the Dangerous Dogs Act
(1991).

53 Consultation on smarter regulation: wine reforms Summary and Government response, 13 October 2023.

5 Piquette is a lower alcohol drink produced by rinsing the pomace (which comprises the grape skins, stalks and other
materials left over from pressing grapes for wine) with water and fermenting that rinse.

55 As noted in House of Lords, Secondary Legislation Scrutiny Committee, Draft Wine (Revocation and Consequential
Provision) Reqgulations 2023, November 2023, paragraph 10.
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C.28

C.29

Following the first phase of the ban, there have been reports of XL Bully Dogs
being moved from England and Wales to Scotland. The Scottish Society for the
Prevention of Cruelty to Animals has advised that an individual transferring XL
Bully Dogs between England and Wales to Scotland for the purpose of rehoming
the dog would still be committing an offence.>¢ 57

The Scottish Government announced on 18 January 2024 that it will seek to
impose the same measures on XL Bully Dogs as in England and Wales. It will
follow an identical, two phase approach, with the first step coming into force on 23
February 2024 and the second coming into force on 31 July 2024. These dates
and measures are subject to Parliamentary scrutiny and approval.

Current and upcoming regulatory developments in relation to services

Rodent glue traps

C.30

C.31

C.32

The national bans on rodent glue traps, discussed at Appendix C, paragraphs C.5-
C.7, differ in how they regulate the use of rodent glue traps by pest controllers.

The UK Government’s ban, once in force, will allow pest controllers in England to
continue using rodent glue traps where they have been granted a “glue trap
licence” by the Secretary of State.>® The equivalent Scottish and Welsh bans do
not allow the continued use of rodent glue traps by pest controllers or any other
persons.

The difference between the national bans and the absence of any ban in Northern
Ireland means pest controllers would be able to continue to use rodent glue traps
in some parts of the UK (England, where licensed, and Northern Ireland) but not in
others (Scotland and Wales).

Regulation of cosmetic procedures

C.33

C.34

The UK, Scottish and Welsh Governments are each considering implementing
measures to regulate the provision of certain cosmetic procedures. Each of the
governments have consulted on the introduction of a licensing scheme for
specified procedures.®® Licensing of practitioners of non-surgical cosmetic
procedures in England is covered further in Appendix C, paragraph C.49.

Each licensing scheme would require providers of certain procedures to hold a
licence. The consultations run by the UK, Scottish and Welsh Governments

56 Information on the proposed XL bully ban | Scottish SPCA

57 https://www.scottishparliament.tv/meeting/topical-questions-january-9-2024

58 Glue Traps (Offences) Act 2022, section 2.
59 The licensing of non-surgical cosmetic procedures in England, 2 September 2023; Mandatory Licensing of Special

Procedures in Wales, 25 January 2023; Non-surgical cosmetic procedures regulation: consultation analysis - final report,

7 July 2022.

112


https://www.scottishspca.org/xl-bully-updates
https://www.scottishparliament.tv/meeting/topical-questions-january-9-2024
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https://www.gov.wales/sites/default/files/consultations/2023-01/consultation-document_0.pdf
https://www.gov.wales/sites/default/files/consultations/2023-01/consultation-document_0.pdf
https://www.gov.scot/publications/analysis-consultation-regulation-non-surgical-cosmetic-procedures-final-report/documents/

C.35

suggest that future licensing schemes could apply to different procedures. The UK
Government’s scheme, applying in England, will cover “cosmetic procedures”,
other than a surgical or dental procedure, that are carried out for cosmetic
purposes. The Scottish Government’s consultation was in relation to procedures
that pierce or penetrate the skin, while the Welsh Government’s licensing scheme
would apply to four “special procedures”, namely: acupuncture, body piercing,
electrolysis, and tattooing. The Welsh Government’s proposals are discussed
further in Appendix C, paragraph C.52.

The introduction of national licensing schemes that apply to different procedures
could result in difference in the regulation in the market for certain types of
procedures. None of the governments have confirmed that they will introduce their
scheme and we will continue to monitor developments in this area.

National standards for taxi and private hire vehicles

C.36

C.37

C.38

In March 2023, the Welsh Government published a White Paper on reforming the
licensing system for taxis and private hire vehicles.®® The aims of the reforms are
to introduce national minimum standards for drivers, vehicles and operators across
Wales, improve local authorities’ enforcement powers, and address the issue of
“cross-bordering”, which refers to drivers from an area with less onerous standards
entering another area with higher standards for customers. While national
minimum standards are not being considered elsewhere in the UK, both the UK
and Scottish Government have issued best practice guidance for local
authorities.®!

The Welsh Government has published its consultation response and confirmed in
a statement to the Senedd that it will continue to engage with the industry and
passengers to ensure future legislation works for all of Wales.?? The Welsh
Government has also confirmed that it will introduce safeguards to prevent drivers
and operators from elsewhere in the UK from avoiding Wales's national
standards.53

Neither the mutual recognition principle nor the non-discrimination principle for
services apply to transport services, which is defined as including the road
transportation of people.®* Consequently, the proposed measures will likely require

60 Taxi and Private Hire Vehicle (PHV) (Wales) Bill, 9 March 2023.

61 England: Taxi and private hire vehicle licensing best practice guidance for licensing authorities in England, 17
November 2023; Scotland: Taxi and private hire car licensing: guidance - third edition, 31 May 2023. Additionally, in
England, the Taxis and Private Hire Vehicles (Safequarding and Road Safety) Act 2022 places duties on licensing
authorities in England to share safeguarding and road safety concerns about taxi and private hire vehicle drivers with
each other.

62 | ee Waters MS, Deputy Minister for Climate Change, Oral Statement, Update on the Taxi and Private Hire Vehicle

(Wales) Bill, 3 October.

53 |bid.

64 Transport services are listed in Parts 1 and 2 of the Schedule 2 to UKIMA.
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https://www.gov.wales/oral-statement-update-taxi-and-private-hire-vehicle-wales-bill

that drivers and operators from elsewhere in the UK adhere to the new Welsh
national standards when provide relevant services into or out of Wales.

Licensing of activities involving animals

C.39

C.40

C.41

The Scottish and Welsh Governments have or are in the process of consulting
separately on proposals to introduce statutory licensing schemes that will set
minimum standards for certain activities involving animals.®®> The aim of the
proposals is to enhance and protect animal welfare.

The Scottish Government’s scheme could cover the following activities when
carried out in the course of a business: dog walking, dog grooming, providing
livery services, and offering canine fertility services. The consultation sought views
on introducing qualification requirements as part of the licensing of dog walkers;
this is discussed further in Appendix C, paragraph C.48. The consultation also
sought views on the licensing of greyhound racing and the replacement of existing
legislation covering animal boarding and riding establishments. The Welsh
Government’s proposed scheme could cover a much broader range of activities,
including those covered by the Scottish Government’s scheme (except canine
fertility services).%®

Neither the UK Government nor the NICS have indicated they will introduce
equivalent schemes. The introduction of licensing requirements in only some parts
of the UK (Scotland and Wales) will create difference in the regulation of certain
activities involving animals.

Tourism measures (licensing of short-term lets and visitor levies)

C.42

C.43

The UK, Scottish and Welsh Governments are considering a range of measures

related to the provision of tourism services. While the Northern Ireland Executive
has not announced any new measures, there is an existing requirement that any
person offering tourist accommodation in Northern Ireland must have a certificate
from Tourism Northern Ireland.

The Scottish Government has introduced a licensing scheme for short-term let
properties which requires that anyone operating a short-term let before 1 October
2022 must apply for a licence by 1 October 2023.%” The Welsh Government has
indicated that it will first introduce a registration system for short-term lets and will

65 Scottish Government: Licensing of activities involving animals: consultation, 4 July 2023; Welsh Government:
Licensing of Animal Welfare Establishments, Activities and Exhibits, 8 December 2023.

66 The other activities that the Welsh scheme could apply to include: pet day care; dog play parks; e) pet care facilities
(such as animal rehabilitation or conservation facilities); pet grooming; pet sitters; animal trainers; rescue centres; animal
sanctuaries; re-homing centres; fostering; animal encounters (such as pet therapy); mobile and static animal exhibits; and
primates as pets.

67 The Civic Government (Scotland) Act 1982 (Licensing of Short-term Lets) Order 2022.
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later develop a licensing scheme for operators.%® The Department for Culture,
Media & Sport has consulted on a registration system for England.®°

C.44  The Scottish Government has also introduced the Visitor Levy (Scotland) Bill that
enables local authorities to apply a levy on the purchase of overnight stays in
certain types of accommodation.’® The Welsh Government has consulted on
similar proposals and intends to introduce legislation in 2024.7* The UK
Government has stated that it has no plans to introduce similar measures.’?

C.45 Differences in the regulation of tourism services across the UK will result from both
the introduction of requirements in certain parts of the UK only and differences in
terms of the introduced requirements themselves.

Current and upcoming regulatory developments in relation to
professional qualifications

C.46  The four governments in the UK have been actively reassessing and redefining
the regulatory landscape for professions, aiming to bolster consumer safety and
elevate industry standards.

Certification of electricians in Scotland

C.47 The Scottish Government has conducted research on the regulation of electricians
in Scotland.”® The report raised concerns that electricians currently are not
required to undertake a process of regular onsite assessment of competency. This
potentially puts consumers and the public at risk. A proposal has been put forward
for the protection of the title of ‘electrician’ and that electricians should be added to
the list of regulated professions in the UK.

Licensing of dog walkers and providers of other canine services in Scotland

C.48 Scotland does not presently have statutory licensing requirements to operate a
dog walking business, nor is there a need for dog walkers to hold a recognised
gualification. However, some local authorities may encourage certain licenses or
insurance to be in place, although this is not mandatory.”* Local authorities and
the Scottish Society for Prevention of Cruelty to Animals have seen an increase in

68 See Statement by Deputy Minister for Arts, Sports and Tourism, 9 January 2024. The Welsh Government has
consulted on the introduction of a licensing scheme for visitor accommodation: Wales: A licensing scheme for visitor
accommodation in Wales, June 2023.

69 The Department for Culture, Media & Sport: Consultation on a registration scheme for short-term lets in England, May
2023.

70 Visitor Levy (Scotland) Bill.

71 A visitor levy for Wales, October 2023.

72 UK Parliament, Tourism: Taxation, Question for Department for Culture, Media and Sport, 13 September 2023.

73 The Regulation of Electricians in Scotland: For the Scottish Government'’s Directorate of Energy and Climate Change
WWW.QOV.Scot

74 Find the right dog walker, Scottish SPCA
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https://www.gov.wales/licensing-scheme-visitor-accommodation-wales
https://www.gov.uk/government/consultations/consultation-on-a-registration-scheme-for-short-term-lets-in-england/consultation-on-a-registration-scheme-for-short-term-lets-in-england
https://www.parliament.scot/-/media/files/legislation/bills/s6-bills/visitor-levy-scotland-bill/introduced/bill-as-introduced.pdf
https://www.gov.wales/a-visitor-levy-for-wales#105142
https://questions-statements.parliament.uk/written-questions/detail/2023-09-13/199425
https://www.gov.scot/binaries/content/documents/govscot/publications/research-and-analysis/2019/06/regulation-electricians-scotland/documents/regulation-electricians-scotland-scottish-governments-directorate-energy-climate-change/regulation-electricians-scotland-scottish-governments-directorate-energy-climate-change/govscot%3Adocument/regulation-electricians-scotland-scottish-governments-directorate-energy-climate-change.pdf
https://www.gov.scot/binaries/content/documents/govscot/publications/research-and-analysis/2019/06/regulation-electricians-scotland/documents/regulation-electricians-scotland-scottish-governments-directorate-energy-climate-change/regulation-electricians-scotland-scottish-governments-directorate-energy-climate-change/govscot%3Adocument/regulation-electricians-scotland-scottish-governments-directorate-energy-climate-change.pdf
https://competitionandmarkets.sharepoint.com/sites/OIM/Shared%20Documents/Project%20documents/09.%20Statutory%20Reports/4.%20Annual%20Report/2023-24/6.%20Report%20Drafting/Drafts/Master%20document/The%20OIM%20is%20aware%20of%20seven%20upcoming%20developments%20related%20to%20PQs%20in%20the%20different%20nations%20of%20the%20United%20Kingdom.

complaints linked to attacks on dogs being walked by members of the public. In
response, a number of councils in Scotland have introduced voluntary local
accreditation or registration schemes for operators of dog walking businesses. The
Scottish Government concluded following discussions with key animal welfare
organisations and local authorities that there is a reasonable case for dog walkers
and providers of certain other animal care services to be subject to licensing
requirements. A consultation on these proposals took place from July to
September 2023 (the regulation of dog walking and canine services businesses
more widely is discussed at Appendix C, paragraphs C.39-C.41).7

Licensing of practitioners of non-surgical cosmetic procedures in England

C.49 The UK government is considering the introduction of a non-surgical cosmetic
procedures practitioner license to be administered and enforced by local
authorities, working with a range of partners.”® Proposed regulations relating to the
provision of certain cosmetic procedures are discussed at Appendix C, paragraphs
C.33-C.35.

Licensing of individuals involved in waste transportation in England

C.50 The UK Government is taking forward proposals for new technical competence
requirements for individuals involved in waste transportation activities.”’

Licensing of building inspectors in England

C.51 After April 2024, building inspectors who carry out regulated building control
activities in England must be registered as building inspectors.’® This profession
will be regulated by the Health and Safety Executive who will maintain a public
register of building inspectors.

Licensing of acupuncture, body piercing, electrolysis, and tattooing procedures

C.52 In Wales, the Welsh Government is progressing a legislative programme to
implement a mandatory licensing regime for acupuncture, body piercing,
electrolysis, and tattooing (proposed regulations relating to the provision of these
procedures is discussed at Appendix C, paragraphs C.33-C.35).7° Following public
consultation in 2023 on proposals for a mandatory licensing scheme, the Welsh
Government has been working with local authorities and practitioners to develop

75 Licensing of commercial dog walkers

76 Licensing scheme for non-surgical cosmetic procedures. Consultation published 2 September 2023

77 Waste carrier, broker and dealer system reform: consultation response published 21 October 2023

78 Guidance: Registered building inspectors, Health and Safety Executive. Published 5 October 2023

79 The Public Health (Wales) Act 2017 — Part 4 (Special Procedures) : Information on Implementation Progress.
Published March 2023.
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systems and materials in readiness for implementation of the new licencing
scheme in 2024.

Regulation of Pharmacy Technicians in Northern Ireland

C.53 In Northern Ireland, the Department of Health has consulted on a proposal to
introduce statutory regulation on the Pharmacy Technician workforce in Northern
Ireland. A public consultation was launched in March 2022.80

80 Requlation of Pharmacy Technicians in Northern Ireland moved forward. The Department of Health. Published 29
June 2022.
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