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[bookmark: _Toc532195398]Executive Summary

In 2019, the United Kingdom is set to leave the European Union, with the possibility of a no Brexit deal.  This document therefore places concentration on and examines the impact of this case scenario on the Airline and the Ferry industry.  Amongst the many anticipated changes, travellers will see new travel documents, which will be gradually phased in, aiming to prevent fraud and to re-instil national identity.  The airline and ferry industries are facing uncertainty and are likely to experience a number of changes, some of which are the loss of flying rights for the airlines and potentially lengthy queues in ports causing disruption and passenger transportation issues for the ferries. The industries and the government are therefore preparing for this case scenario as best as they possibly can, with the hope of continuing to provide fist class services to their passengers with minimal disruption.














[bookmark: _Toc532195399]1. Introduction
This report has been designed with a ‘no deal’ Brexit outcome in mind, placing concentration specifically on the Airline and the Ferry travel industry.  The ‘No Deal’ outcome and its impact on the British and European travel industry will be investigated, examined and analysed with the aim of highlighting any potential issues that may arise, whist offering possible solutions.

[bookmark: _Toc532195400]2. Key Facts

Brexit will without a doubt mark a significant point in the British as well as European history, potentially affecting millions of people here in Britain and throughout Europe (see appendix 1). There are many benefits associated with the current EU Membership, such as the Open Skies agreement and Freedom of Movement (see appendix 2) (Everett, 2018; Lewis, 2016; Pope, 2016). The inbound and outbound EU and UK tourist market is therefore of mutual importance. In 2017, 75% of all UK outbound travel was to the European Union countries for leisure and business, spending £52billion (Ogiehor, 2018).  In fact, the British form the highest number of visitors to EU countries, particularly for leisure purposes, with the most visited European countries in 2015 being Spain, France, Italy, Portugal, Germany and Greece (see figure 1) (Duncan, 2016).  This, despite the 2016 Brexit referendum, does not appear to have changed greatly (Duncan, 2016). In fact, Everett (2018) reports, that the weakening currency was a big draw for incoming tourists.   
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Figure 1 - (Duncan, 2016)
[bookmark: _Toc532195401]3. Travel Documents
[bookmark: _Hlk527178580]
Over the next few years, companies and travellers will be subjected to many changes, one of which are the changes to existing passports.  As from October 2019, the government plans to gradually re-introduce Blue passports, to distinguish national identity, but also to reduce forgery and fraud (Boffey, 2018; Gov.co.uk, 2018).  The immigration minister Brandon Lewis points out, that this will be carried out in phases, to minimise disruption and additional costs to passport applicants (Gov.uk 2018).  Additionally, O’Carroll and Walker (2018) point out that, British passport holders will only be able to travel to Schengen agreement countries (see figure 2) with the minimum of 6 months expiry period remaining on their passports.  Adjusting to the new rules could however take time for consumers to get used to requiring more forward planning, and this could cause issues for those required to travel at a short notice, such as business travellers or last-minute holidaymakers.  Calder (2017) reports, that the new passport rules seem to be already causing some confusion amongst companies, leaving passengers stranded or preventing them from travelling altogether, as was the case with Lufthansa and British Airways (Morris, 2016).  Aviation and ferry companies therefore must ensure that their staff receive up to date information regarding new rules and regulations, ensuring they can understand and apply them correctly, as this could otherwise result in financial losses for both parties, negative reputation for the companies and cause delays and disruption to ports and airports (Calder, 2017; Haines, 2016; Morris, 2016).
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Figure 2-(European Commission, 2014-2019
[bookmark: _Toc532195402]4. Aviation industry 

Since the implementation of the Open Skies Agreement in 1994, European air travel has been transformed with unlimited flights throughout the 28 European countries, creating an increasingly competitive market amongst airlines (Calder, 2018; European Commission, 2018).  However, all this could change in the case of a no deal Brexit and as such no transition period.  Britain would be set to lose existing flying and landing rights, resulting in planes being temporarily grounded (Everett, 2018; Riley-Smith, 2018).  Furthermore, this is not solely restricted to the UK and the EU, as the revised Open Skies Agreement (2007) further extends to the United States, potentially affecting trans-Atlantic flights as well (Jolly, 2018; Warner, 2018).  Airlines and travel companies are therefore advised to include Brexit Warnings in their terms and conditions for any holiday bookings made post the March 29th deadline.  This however only warns, as opposed to protecting consumers, meaning that travellers could be left stranded at the airport, leaving them out of pocket and without adequate protection in the event of flight cancellations or a delay caused by Brexit (Morris, 2018).  Currently, airlines are required to pay between 250 – 600 euros compensation to passengers with more than three-hour flight delays and not attributed to ‘Extraordinary circumstances’ (Mason, 2018).  Mason, (2018) points out that at this stage, it is likely to remain unchanged, at least for flights departing the UK (Morris, 2018).  The Government acknowledges the uncertainty and difficulties for all concerned from the possibility of planes being grounded after Brexit, but state that the prospects of this happening are low (Merrick, 2018).  

[bookmark: _Toc532195403]4.1 Airlines 

Whilst at this stage the government appears to be positive, their confidence is not shared by the airline industry.  Morris (2018) reports that airline companies are growing increasingly concerned.  The CCO (Chief Commercial Officer) of Flybe, Roy Kinnear explains; 
"The biggest fear has to be if at the eleventh hour and fifty-ninth minute there is a complete cessation and breakdown, and a shutdown of air travel between the UK and Europe. That is the ultimate worry” (Morris, 2018). 
Despite this uncertainty, Morris (2018) points out, that airlines continue to sell tickets, hoping for a mutually beneficial deal by March the 29th 2019, although this is yet to be confirmed by the EU (Waugh, 2018).  Nevertheless, many airline companies now include Brexit clauses to warn customers and to prevent them incurring financial losses (Davies, 2018; Topham, 2018). Budget airlines are increasingly concerned, about the time it takes for the government and the EU to negotiate a deal.  Ryan Air state that unless the government can provide a reassurance soon, the company may be forced to move some or all of their UK fleet to the continent, creating a lack of competition, thus resulting in higher prices to consumers (Warner, 2018).  Easy Jet have also voiced their concerns stating that as a part of their contingency plans, they have already applied for individual EU licences, costing them around ten million (Warner, 2018).  Furthermore, the company hopes to move their headquarters to Austria, potentially costing them a further 10 million pounds (Hoffman, 2018; Topham and Sweeny, 2017). 
However, it appears that not all airlines share the concerns mentioned.  The International Airlines Group (IAG), which is the parent company for airlines such as British Airways and Iberia, states that they believe the British Government is doing their best to reach an agreement with both the EU and the US (IAG, 2016; Warner, 2018).  Although registered in Spain as well as the UK, the IAG could also see potential issues.  According to the EU regulations, ‘European carriers must be majority owned and controlled in the EU, with non-EU owners’ shares limited to 49%’ (Taylor, 2018).  Even though, the majority of IAG stakeholders (51%) are in fact British based (Taylor, 2018).  The company may therefore need to review their current position, in order to prevent potential disruption to their consumers post Brexit.

[bookmark: _Toc532195404]4.2 Airports

With the UK serving as a stopover for several global long-haul flights and to avoid implications caused by Brexit, airline companies could prefer to use other EU airport hubs.  For instance, Topham (2018) reports, that Chinese carries are already giving preference to other EU destinations such as Brussels, as it may provide better access to Europe.  This could however increase pressure on European airport hubs, as EU airports would be required to accommodate higher volumes of traffic.  A no deal Brexit would also have an impact on passengers, as the free flow passenger arrangement could cease to continue due to the UK becoming the Third Country (Waugh, 2018).  This would mean British passengers using European airport hubs could find themselves undergoing new security and baggage checks for each connecting flight in the EU and the same would apply to EU nationals within the UK (Waugh, 2018).  This would almost certainly lead to delays, thus more planning would be required as well as an increase in staff numbers within these airports.  

[bookmark: _Toc532195405]5. Ports 

Similarly to the airline industry, ferries have been able to sail freely within maritime EU states. Baker (2018) states that according to the UK Chamber of Shipping, Britain receives 95% of its trade, especially through the Dover/Calais route (see appendix 5), making it an essential gateway to the country and its’ economy.  Nonetheless, once Britain leaves the European Union and with the EU being one of the UK’s major import/export partners (see figure 3), the increase in customs checks on both sides of the channel could cost the ports thousands of pounds (Calder, 2018; Hannah, 2018).  
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Figure 3- (BBC,2017)

The Public Accounts Committee (PAC) (2018) reports, that the government no deal Brexit strategies are ‘worryingly under-developed,’ contributing to post Brexit disruption and as O’Carroll and Stewart (2018) also point out, it could cost the economy as much as £1.75 billion a week (BBC, 2018; Parliament, 2018; Parliament, 2018).  Hannah (2018) further states that, the current port capacity may not have the facility to accommodate the sheer traffic volume and this combined with customs and security checks could potentially result in 30-mile long tailbacks.  This therefore affects not only freight transport but other travellers as well (Hannah, 2018).  It could also greatly impact on the surrounding port areas, including residential areas, potentially causing frictions and resentment amongst the local residents, the authorities and even making travellers feel unwelcome.  Kent is a prime example of this, as the M26 motorway closures for site surveys in preparation for work to be carried out on a giant lorry park, are already causing disruption (Topham, 2018).  According to Topham (2018), around four million lorries pass through the ports of Dover and Calais each year.  The 13.5 mile stretch between Maidenhead and Ashford also referred to as ‘Operation Brock’, therefore aims to create freight space in the event of lorries being unable to proceed, allowing other travellers to continue with their journeys unaffected (Topham, 2018).  Although this is seen as a temporary measure, Islam (2018) reports that this could cause major inconvenience to Kent residents and visitors alike (O’Carroll, 2018).
Across the channel, queuing traffic could also contribute to the rise of illegal immigration on the EU side, as stationary vehicles could be a prime target, putting passengers in potentially difficult situations (Good, 2015).  Vehicles could be subjected to longer and more thorough checks, with delays potentially causing travellers to miss their ferry departure.  Organising smooth traffic flow through ports on both sides of the channel could therefore prove difficult, which is why the director general for border coordination for HM Revenue and Customs (HMRC) suggests building new customs check points further inland (Baker, 2018).  Once cleared, vehicles would be able to transfer straight to the port area, resulting in more efficient traffic flow (Baker, 2018).  This could therefore tackle both potential issues of long queues as well as illegal immigration, ensuring all passengers experience a smoother, safer and as such more enjoyable cross channel journey. 
Baker (2018) reports, that at least 5000 additional customs officers would be needed to meet the demand, costing in the region of around £300 million.  New technology could also be used to mitigate some of the issues, however, as Daniel (2018) points out, the new software planned for next March may not be ready in time or be able to cope with the anticipated increase in traffic volume.  Another solution to reduce traffic accumulation, particularly in the busiest ports of Dover and Calais/Dunkirk (see appendix 5), could be to re-direct traffic to other ports.  Whilst this could relieve the pressure on the busiest ports such as Dover and Calais, and be financially beneficial to smaller ports, it could mean that passengers would be required to travel further than they anticipated, costing them extra time and money.  

[bookmark: _Toc532195406]5.1 Customs Checks

Other potential complications for travellers could be the customs regulations and the limit to goods imported across the borders (Trend, 2017).  Under current rules, travellers may bring unlimited goods for their personal use or consumption from the EU, providing they transport the goods themselves, however post Brexit, the change in regulations could mean that the amount of goods imported will be restricted (see appendix 4) (Gov.uk, 2018; Trend, 2017). 
Additionally, pet owners travelling to the EU will also see changes, one of which will be ensuring that travel arrangements are made at least four months prior to travel commencement (see appendix 3) (O’Carroll and Sabbagh, 2018).

[bookmark: _Toc532195407]5.2 Ferries

The exact impact of Brexit is difficult to predict, there is however a possibility that cross channel sailings could be affected and even limited, resulting in food and medicine supply shortages throughout Britain (Daniel, 2018; Hawkins, 2018; Leahy, 2018).  Additional ferry services could therefore be provided and given priority in ports when necessary over passenger ferries, resulting in passenger ferries either facing delays or missing their slots altogether (BBC, 2018; Leahy, 2018).  
New regulations to ferry companies such as the Swedish owned Stena Line and Danish owned DFDS, are also likely to see an increase in maritime security and stricter laws (DFDS, 2018; Stena Line, 2018).  The Brexit Department report, states that ‘Operators of ferries and cargo ships may need to supply EU ports with details of their last 10 ports of call, crew list, and full passenger list’ (Merrick, 2018; O’Carroll and Walker, 2018).  These extra measures could therefore put more pressure on the staff having to collect, process and disclose this information, causing possible delays due to the amount of work required.  Leaving the Single Market and the Customs Union, ferry companies are likely to incur tariffs and trading charges, passing the rising costs onto their customers.  
It is evident that passengers travelling between the UK and the EU on a ferry will almost certainly be affected by increased freight movement, whether near ports or due to delayed sailing.  Nevertheless, in terms of passenger volume, the impact on those travelling by ferry may not be as widely felt, in comparison to airline passengers. 

[bookmark: _Toc532195408]6. Consumer Protection

Falling currency and a rise in oil prices could have a major impact on the cost of travel, making frequent holidays and short breaks away a thing of the past (Calder, 2018). Calder (2018) states that travel companies can raise the cost of a holiday even post booking, unless the cost has been paid in full.  This is in order to absorb any currency fluctuation, that is more than 2% of the cost, helping them to recover any extra costs incurred, although consumers have the right to cancel if the surcharge cost is more than 10% (Calder, 2018).  Malcolm Tarling, the spokesman for the Association of British Insurers states that consumers should purchase comprehensive insurance as soon as any 2019 booking is made (Hannah, 2018).  

[bookmark: _Toc532195409]7. Conclusion and Recommendations
Brexit will without a doubt mark a significant point in the British as well as European history and with the fast approaching deadline, its significance becomes more and more apparent affecting all sectors and especially travel.  Possibly the biggest impact may be experienced at ports and airports, as queues, delays and disruption are already anticipated with each day a deal has not been reached.
The following recommendations have been designed with the aim to prevent possible travel disruption to ports and airports;
· An investment into ports and airports to increase capacity
· Increase staff numbers where possible.
· Continue and increase the use of technology.
· Offer alternative routes to non-EU destinations (ports and airports).
· Ensure that livestock and perishable goods are prioritised going through customs (Ferries), nevertheless, to reduce queues and delays, have separate customs for freight and travellers located out of ports.
· Use alternative ports when possible and financially feasible.
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[bookmark: _Toc531371951][bookmark: _Toc532195411]Appendix 1 – Background

Brexit will without a doubt mark a significant point in the British as well as the European history, potentially affecting millions of people here in Britain and throughout Europe.  There may of course be some benefits in leaving the EU, such as regaining the country’s independence.  As O’Grady (2016) points out, the UK should benefit from savings made on the vast EU budget contribution, nevertheless, with Brexit may also come many challenges and particularly, if there is no deal agreed by March 2019.  The Government states that,
‘A ‘no deal’ scenario is one where the UK leaves the EU and becomes a third country at 11pm GMT on 29 March 2019 without a Withdrawal Agreement and framework for a future relationship in place between the UK and the EU’ (Gov.com, 2018).  
No deal scenario would therefore be a lot harsher, as there would be no two-year transition period, as there otherwise would have been if a deal was reached.  To understand the full impact, Lewis (2016) explains that some of the major benefits of the EU membership include the freedom to travel between all EU member states, freedom of movement and worker’s rights, ensuring fair and smooth treatment for all.  The ‘no deal’ outcome would therefore pose a great uncertainty, leading to a chaos, particularly within the travel and tourism industry.  The government however recognises this and has therefore put legislations in place to insure preparation for such scenario (Gov.com, 2018).  

[bookmark: _Toc532195412]Appendix 2 – Current EU agreement benefits

To demonstrate the full scale of a ‘no deal Brexit’ scenario, this brief summary highlights just some of the current EU membership benefits, which could be affected;
· The Open Skies Agreement – unrestricted flights between all EU states, including an agreement between the EU and US
· Freedom of movement - to live, work and travel with no restrictions
· Air passenger rights (stranded passengers within the EU must be provided with meals and refreshments, accommodation and transport, access to email and two free telephone calls, under EU regulation 261, airlines must also offer passengers next available flight or offer a full refund)
· Unrestricted sailing between all EU ports
· Protection for all boat passengers in case of delays and cancellations, as well as disabled passenger assistance
· Protection for online purchases within all EU countries (including flights, boats, and accommodation bookings)
· Single European Payments Area (SEPA) reducing international bank charges for electronic bank transfers (holidaymakers can make purchases or card withdrawals abroad using both currencies and with charges capped)
· Pet owners can travel freely using their pet’s passport
· [bookmark: _GoBack]No roaming charges
                                                                                                      (Everett, 2018; Lewis, 2016; Pope, 2016)

[bookmark: _Toc531371952][bookmark: _Toc532195413][bookmark: _Toc531512025]Appendix 3 – Taking Pets Abroad

Taking pets abroad is on the increase and as the online magazine and travel trend forecasting agency the Globetrender (2018) reports, 67% of pet owners plan to take their dog abroad this year.  The current government and EU agreement allow owners to bring their pets using their up to date checks and pet passport, ensuring a seamless transition between countries.  Dependant on the classification system of the UK post Brexit however (see below), will determine how easy or difficult this process may be, resulting in holiday makers to either continue with the relevant process or to abandon their foreign travel altogether (Gov.uk, 2018).  Due to pet vaccinations, travel arrangements will need to be made at least 4 months prior to the intended travel date, affecting last minute holidaymakers (Waugh, 2018). 
Part 1 listed country - Some minor changes to the pet travel documents will be imposed, with pre-travel health requirement staying the same.
Part 2 listed Country – Some changes would be implemented, although ‘there would be no requirement for a blood titre test, which would remove the three-month waiting period before travel, although pet owners would still need to ensure rabies vaccinations were kept up to date’ (Gov.uk, 2018). Pets will also be required to be microchipped and have Rabies inoculations (Gov.uk, 2018).
Unlisted – This scenario is potentially the … for pet owners, as it will require forward planning many months ahead of travel

[bookmark: _Toc532195414]Appendix 4 - Customs
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[bookmark: _Toc532195417]Appendix 7 – Port Congestion
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Alcohol allowance

How much you can bring depends on the type of drink. You can bring in:

* beer-16 litres
* wine (not sparkling) - 4 litres

You can also bring in either:

* spirits and other liquors over 22% alcohol - 1 litre

« fortified wine (eg port, sherry), sparkling wine and alcoholic drinks up to
22% alcohol - 2 litres

You can split this last allowance, eg you could bring 1 litre of fortified wine
and half a litre of spirits (both half of your allowance).
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Tobacco allowance
You can bring in one from the following:

+ 200 cigarettes
+ 100 cigarillos
+ 50 cigars

+ 250g tobacco

You can split this allowance - so you could bring in 100 cigarettes and 25
cigars (both half of your allowance).
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Allowance for other goods

You can bring in other goods worth up to £390 (or up to £270 if you arrive by
private plane or boat).

If a single item’s worth more than your allowance you pay any duty or tax on
its full value, not just the value above the allowance.
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UK international short sea passenger movements, by ferry route’: from 2003
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UK top 20 airports
Weekly departing seat split in S17
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