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After “No” reformats the ASI entry shortlisted by the IEA 

in their recent “Brexit” competition addressing a scenario 

as follows: 

 

“A referendum has resulted in an “Out” vote and 

Her Majesty’s Government has triggered Article 50 

of the Lisbon Treaty. What measures does the UK 

need to take in the following two years, domesti-

cally (within the UK), vis-a-vis the remaining EU 

and internationally, in order to promote a free and 

prosperous economy?” 

 

 

It follows the shortlisted entry, save that two econometric 

appendices have been omitted and the present Chapter 1 

was originally an appendix. 
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Executive summary 

This blueprint for the UK’s post-"No" conduct presents three scenarios: (1) the key proposal, a 

Global Initiative for Free Trade (GIFT)1 – a worldwide trade network open to all, including the 

EU; (2) a less ambitious Free Trade pact with the EU; and (3) failed negotiations. It explores the 

impact of each on the UK's main trading sectors, concluding that the country flourishes in all 

conditions, with GIFT adding most to prosperity – in Britain and the world. 

Article 50 negotiations coincide with a pause in the progress of global trade. Over the last half-

century, tariffs have fallen to record lows, but with the easy wins picked off the WTO has lost 

traction. Non-tariff measures (NTMs) have proved particularly trying, to the dismay of Britain's 

dominant services sector. The EU has tackled NTMs through harmonisation, with baggage 

which challenges national sovereignty, also preserving tariff walls against non-participants. 

GIFT breaks new ground with a unilateral offer to all of free access for goods for a limited 

period. This encourages participants to commit to the next step: full reciprocity in goods and 

timetabled negotiations on NTMs. Britain is uniquely placed to inaugurate GIFT, having strong 

links with the EU and other European nations, the English-speaking world, the Commonwealth 

and the Cotonou group of less-developed countries. The referendum “No” serves as the cue. 

Departure from the EU is to focus on administration and politics. The economics and legalities 

are less challenging: at worst, the economic figures come good within five years. And despite 

treaty obligations, the law ultimately recognises national sovereignty: Article 50 of the Lisbon 

Treaty and Article 58 of the European Human Rights Convention both provide for withdrawal. 

Administration calls for painstaking detail. UK-EU relations are too profound for instant “with one 

bound, Jack was free” departure, but not so extensive as to bind the UK, like Gulliver, in 

Lilliputian threads. A new Foreign Secretary should chair a cabinet Subcommittee to Evaluate, 

Control and Execute Departure from Europe (SECEDE). Negotiators should test EU intentions 

early, with procedural and then substantive items. Other teams should tease out the underlying 

interests of EU member states and others, with deft communications framing the debate. 

The politics must serve domestic opinion and enhance the country’s reputation. The ”No” vote 

obliges HMG to seek a comprehensive settlement with the EU. This provides an opportunity to 

fashion policies the nation can be proud of, whose benefits remain on the table even if the EU is 

slow to see them. Universal and inclusive, GIFT is poised to excite the idealism of new 

generations as an exhilarating renewal of Britain's capacity to do good in the world. 

                                                           
1 In German, Gift means poison. But the central proposal of this essay, the GIFT, is not the least intended to be a Bosheit, 

Gehässigkeit, or Geifer (toxin, venom) to German interests or any others. The authors would be delighted if those using the 
Muttersprache of Schiller and Schumpeter came to speak of it as something along the lines Gemeinschaft für 
Befreitetransaktionen (Community to free trade), abbreviated to GEBT (an imperative form of give). 

x-msg://279/#_ftn1
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GIFT: Outline of the initiative 

The central proposal of this essay is the Global Initiative for Free Trade – GIFT. This 

meets the UK’s economic objectives; animates domestic energies; recasts controversy 

with the EU; appeals to third countries and the international community; and would survive 

a failure of Article 50 negotiations. Its three elements sum up its ambition: 

 Global. GIFT is not territorially restrictive. The UK should draw on the positive 

aspect of a trading vision that is open to any country that is inclined and qualified to 

join. It is not restricted to the Commonwealth, non-EU Europe or the Anglosphere.  

 Initiative. GIFT is an active process, designed to excite the idealism that led to the 

creation of the Common Market and to redirect it to the real issues outstanding in 

international trade and welfare.  

 Free Trade. GIFT addresses services and capital as well as goods, avoiding the 

dangers of promoting particular sectors. GIFT renounces policies that limit contact 

with the outside world, while taking seriously the real impediments to free trade.  

Principal elements of GIFT include:  

 tariff-free trading in goods between the former or legacy EU (LEU) and the UK as 

founder members;  

 enfranchising the UK in EU bodies on mutually-set tariffs and other trade matters; 

and  

 rejecting obligations to harmonise regulations.  

GIFT is inclusive. From the outset, it will be open to third countries for immediate initialling, 

offering tariff-free access to the UK market for a set period, with signature (i.e. 

maintenance thereafter) conditional upon reciprocity on goods and commitment to 

timetabled talks on services and non-tariff measures.  

Many details remain to be agreed by early signatories. These include GIFT’s legal 

personality as well as its internal organisation, secretariat and arrangements for dispute 

resolution; its entry criteria and procedures; the timetable to which applicants commit to 

reform NTMs and the treatment of those failing to follow through; the level and composition 

of initial tariffs (if any), plus decision-making on future tariffs; and the Most Favoured 

Nation (MFN) and anti-dumping regimes and other aspects of dealings with third 

countries/blocs. All of these are open for negotiation, encouraging third countries/blocs to 

involve themselves promptly so as to have their say.  
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GIFT: Outline of the initiative 

GIFT will reduce UK costs and increase domestic competition. It will not harm export 

costs, foreign exchange earnings or fiscal receipts. It will attract third countries by opening 

access to our markets, thus encouraging governments to negotiate positively on non-tariff 

measures and on services, which are a condition of the offer. To put figures to this, Chart 1 

depicts three outcomes: Scenario 1 (GIFT – the best case), Scenario 2 (a Free Trade 

Association with the EU) and Scenario 3 (no agreement – the worst case); it shows that 

these proposals will: 

 increase real GDP by 25% at best (GIFT) and 6% at worst (no agreement) after five 

years; and  

 at best, more than reverse the UK’s balance of payments deficit within five years 

and, at worst, improve it by 2.6% percent of GDP. 

Chart 1. Effect of proposals on GDP and  
balance of payments after five years. 

 
Source: Authors; see Chapter 5 

They will also: 

 cut the cost of imported food by 10% and other delivered imports by 3%; and 

 reduce the overall price level by 3% at best (GIFT) and 1% at worst (no 

agreement).2 

As well as its easily-communicated economic benefits, GIFT represents an example of a 

free trade policy that expresses the best of what trade offers the world, whilst respecting 

the unique circumstances of each nation. As such, it boosts the UK’s soft power by 

promoting principled commerce; respecting sovereignty; recognising the economic and 

demographic realities; and spreading the benefits of trade to the widest possible global 

community. In short, the proposal makes for an economic, foreign, regulatory and trading 

policy of which the UK – and its GIFT partners – can be proud.  

                                                           
2  Reduction in duties from WTO (2012); other figures from Chapter 5 (Economic Outcome), p56 et seq. 

Output Trade balance 
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Summary of consequences of a “No” vote 

General consequences 

Response of HMG HMG keeps faith with electors by promoting GIFT to reassert the UK’s 

sovereignty, while respecting transnational obligations. HMG keeps faith with the 

EU by declining the rotating presidency in 2017.  

Response of EU More or less amicable obstruction, couched as unhelpful offers based on the 

limited status of Norway and Switzerland. Ultimately, decision-making by member 

states, whose interests need not conflict with GIFT.  

Specific consequences 

Agriculture and 

fisheries 

Off the table for Article 50 negotiations by virtue of the ”No” vote. Agriculture and 

fisheries protection has lost traction, so amicable settlement is realistic. The UK is 

to trade in food at world prices and negotiate fishing access bilaterally.  

Defence The UK is to stay in NATO and to continue co-operating with France. If the LEU 

wants more, it must pay the piper.  

Energy and 

environment 

Past polices are to be reviewed on their merits. The UK is no longer to be bound 

by the future policies of the LEU, with (for example) its own policy on fracking.  

Financial 

contributions 

For negotiation: the sums are modest but inflammatory, with UK the third largest 

contributor. 

Foreign policy After orderly interim arrangements, the UK is to secede from the formalities of EU 

diplomacy.  

Free market in capital So important to the UK that EU negotiators know that there will be no 

compromise. The UK is to end its involvement with passporting, obliging EU firms 

to act like those from third countries.  

Free market in labour Also off the table for Article 50 negotiations by virtue of the “No” vote, but still 

sensitive. HMG must balance public hostility to immigration with its humanitarian 

commitments, labour shortages and the welfare of UK expats. To be addressed 

with bilateral negotiations combined with a “public conversation” led by a Royal 

Commission.  

Free market in 

services; non-tariff 

measures 

Despite the free market once promising much, its effects are almost invisible but 

for transport cooperation which is to continue; and the supply of public services, to 

which the UK has been singularly open. Regulatory harmonisation - central to the 

EU - offends the UK, so is to be renegotiated if not abandoned.  

Justice Also off the table after the “No” vote, with the UK renouncing the European Court. 

New arrangements are to be devised for human rights, led by a Royal 

Commission. 

Tariffs on goods Important to UK manufacturers, but far more to LEU exporters. Very tricky for the 

EU negotiating team.. 
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Recommendations 

These are presented more or less in chronological order of initiation. 

1. At the time the referendum is announced: 

 create a small “shadow organisation” of advisors and seconded civil servants, led 

by a minister of state, to draft a White Paper for review as (8) below; and 

 inform the European Council that for the sake of good order the UK will surrender 

its right arising under rotation to assume the Presidency of the Council in the 

second half of 2017. 

2. Immediately after the referendum result, serve notice of intention to leave the EU under 

Article 50, inviting the Commission to send a team to begin negotiations in September 

2017.  

3. Appoint a new Foreign Secretary with a Eurosceptic profile. (Anything else would 

suggest that HMG does not take the referendum decision seriously.) 

4. Revisit the terms of reference and membership of the existing European Affairs 

Committee of the Cabinet, recasting it to supervise the process of withdrawal as a 

Cabinet Subcommittee to Evaluate, Coordinate and Execute Departure from Europe – 

SECEDE – chaired by the Foreign Secretary. 

5. Instruct the Prime Minister’s Director of Communications to attend SECEDE as 

observer and to create a dedicated organisation to formulate and distribute 

communications. Communications will aim to promote the UK’s purposes arising out of 

withdrawal from the EU and promote the UK’s keynote policy: a Global Initiative for 

Free Trade – GIFT. 

6. Instruct the Director of Communications to preside over campaigns to frame debate 

throughout by briefing: 

 the public and opinion-formers with updates including the risk of failure of 

negotiations; plus campaigns to promote the GIFT to school and university 

audiences; 

 the City and industry leadership through DBIS; and 

 the international community through the Foreign Office.  

  



After “No” - Summary 

- vi - 

Recommendations 

7. Recruit a cabinet (in the French sense) of advisors to the new Foreign Secretary, with 

skills embracing the machinery of government, constitutional & international trade law, 

economics, EU politics & personalities and negotiating psychology & strategy. The 

cabinet will: 

 advise the Foreign Secretary; 

 staff SECEDE; and 

 exercise delegated powers as an executive body, inter alia promoting GIFT 

partnership among third countries, and negotiating bilateral arrangements with LEU 

members (see recommendation 14).  

8. Instruct SECEDE to scrutinise, redraft and approve the White Paper and publish it in 

order to: 

 convey HMG’s appreciation of the situation; 

 identify GIFT as the future framework for the UK’s trade, economic and foreign 

policy; and  

(to the extent that the referendum campaign shows that the EHRC system has 

forfeited popular legitimacy) 

 convene a Royal Commission to address the matter (see recommendation 12). 

9. Transmit an agenda for negotiations reflecting the White Paper to the EU Commission.  

10. Prepare for economic turbulence by maintaining the current central bank regime of 

transparency and inclining to low policy interest rates; continue fiscal stabilisation; and 

restate the UK’s renunciation of exchange rate targeting. 

11. Enact an EU Secession (Negotiation) Bill, inter alia empowering HMG to enter into 

Article 50 negotiations, to convene departmental consultations and to suspend 

compliance with or contributions to EU obligations if need be – although such a power 

should only be exercised in extremis. 

12. Convene a Royal Commission to report on laws and treaty obligations bearing upon 

the rights and duties arising under British nationality, residence, immigration and 

asylum, and on other treaties infringing the UK’s territorial or juridical sovereignty, to 

report within the lifetime of the current parliament. 
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Recommendation 

13. Under the EU Secession (Negotiation) Act: 

 recruit a small negotiation team, intensively trained and tested, with “red”, “blue” 

and support teams3 operating within the limits/thresholds set by SECEDE and 

reporting directly to the Foreign Secretary’s cabinet; 

 convene Departmental consultations to report swiftly on economic and legal matters 

with a view to establishing negotiating objectives and the agenda for governmental 

action; 

 alter the terms of reference of the Minister of State for Europe to “care and 

maintenance” duties; 

 replace the UK Ambassador to Europe with a politically appointed Chargé d’Affaires 

with a Eurosceptic profile;  

 cease to appoint or second British officials to EU bodies, allowing the orderly run-

down of the UK contingent;  

 bring all such posts under SECEDE, subject to advice from the Foreign Secretary’s 

cabinet; 

 cancel the UK’s participation in the EU parliamentary elections of 2019. 

14. Convene interdepartmental working parties to generate proposals for approval by  

SECEDE as advised by the Foreign Secretary’s cabinet, addressing: 

 information security 

 contingency plans (including trigger events) 

– proportionate responses to obstruction by LEU negotiators or principals4 

– an immediate clean break in relations with the LEU 

– a tapered move to arms-length relations with the LEU 

– restraint of capital movements 

 “out of the room” measures in parallel with LEU negotiations 

– bilateral approaches to LEU member states 

– bilateral approaches to third countries/blocs 

– engagement with other EU bodies 

 communications with: 

– EU producer-groups 

– other general and specific audiences 

 new conditions 

– revisited threat assessments 

– new physical borders 

– political and economic effects of GIFT. 

                                                           
3  That is, teams which rotate to take the roles of arguing the UK and EU positions and providing staffing.  

4  Commentary on “proportionate responses” is provided in Appendix 1 (Machinery of Government), Section (h), 
Interdepartmental working groups, pp81-82. 
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Recommendations 

15. Request that the Bank of England and the FCA co-ordinate with counterparty 

authorities and the BIS to prepare contingency plans for abnormal capital movements. 

16. Instruct the MOD to revisit threat assessments with a view to increasing coastal/fishery 

protection forces by the end of the negotiation period. 

17. Take soundings internationally with high-level but confidential delegations of officials, 

leading as the opportunity arises to equally confidential bilateral ministerial exchanges, 

staffed by the Foreign Secretary’s cabinet and controlled by SECEDE, specifically to 

enter into: 

 country-by-country visa negotiations with LEU members;  

 other bilateral agreements with LEU members, in particular those sharing 

borders (Ireland; if pertinent Scotland; plus maritime neighbours), generally to be 

triggered by the conclusion of Article 50 negotiations. 

 negotiations for GIFT with third countries/blocs. 

18. Enact an EU Secession (Initial Reform) Bill, tidying up legislation as recommended by 

Departmental consultations and accepted by HMG, where not in negotiation. 

19. Test the goodwill of the LEU by using the first 30 days to seek observer status at the 

Transatlantic Trade and Investment Partnership (TTIP) talks; and the next 60 days to 

seek a standstill agreement. Take failure to agree as a signal of obstruction, qualifying 

for proportionate responses and the acceleration of contingency plans for a “clean 

break”.  

20. Regardless of the outcome of these preliminaries, after 90 days move on to the heads 

of terms for migrating from the legacy regime to GIFT. 

21. Negotiate first for the principle of GIFT and then for details. If the principle of GIFT is 

accepted, commit to negotiations until the sooner of the balance of the negotiating 

period, or a declaration of failure by the LEU team.  

22. If the principle of GIFT remains unobtainable at the end of one third of the outstanding 

negotiating period, turn to discussions about a Free Trade Association (FTA). This too 

should be against a deadline to agree the principle of one third of the reduced 

outstanding period. 

 



After “No” - Summary 

- ix - 

Recommendations 

23. As the occasion arises, present to Parliament treaties establishing bilateral agreements 

including elements of GIFT, with the LEU or with third countries/blocs.  

24. At the end of negotiations, enact: 

a. a GIFT Bill, inviting all-comers to participate on the basis of:  

 immediate initialling on request, offering tariff-free access on imported goods 

(subject to anti-dumping provisions) for a stated period. 

 signature (i.e. maintenance thereafter) conditional upon: 

- reciprocity on goods; and  

- entering into timetabled talks on services/non-tariff measures on the basis of 

mutual recognition of sovereignty. 

b. an EU Secession (Final Reform) Bill, tidying up as required, including procedures 

for adjudicating legacy regulations and standards. 

25. In light of the outcome of the Royal Commission, enact a Bill of Rights and revisit treaty 

commitments. 
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Schematic 1. Timetable of HMG actions 

 

Assumptions 

The EU’s timetable calls for the UK to assume the rotating presidency of the EU Council in the second half of 2017. The assumption is that HMG will 
call for a referendum in June rather than October 2017, on a view that any benefits for a coincident “yes” campaign of ostensible British leadership of 
the EU are offset by the risk of imputations of bad faith, unforeseen events and administrative confusion. This makes for the following dates. 

 
1. The referendum takes place on Thursday 8 June 2017. 
2. HMG serves Article 50 notice at the beginning of the following week, Monday 12 June 2017 

3. Negotiations begin three months later, on Monday 4 September 2017 
4. Negotiations extend over the balance of the unextended notice period, expiring on Monday 10 June 2019.

Period beginning Monday 12 Jun 10 Jul 07 Aug 04 Sep 02 Oct 30 Oct 27 Nov 25 Dec 22 Jan 19 Feb 26 Mar 23 Apr 21 May 25 Jun 24 Sep 31 Dec 01 Apr 10 Jun

On date referendum called

Inform European Commission that the UK will decline the Presidency arising by rotation in the second half of 2017

Appoint "shadow team" to draft White Paper

Negotiations and other diplomatic actions. See Chapter 3

Serve notice of intention to leave EU under Article 50; invite to talks in London on 4 September; provide opening agenda 1

Recruit long list of candidates for negotiation team with Foreign Office, other civil service, academic, intelligence and military background 1

Reduce after training and testing; appoint head of team reporting to Foreign Secretary's cabinet 1

Send in  team to negotiate observer status at TTIP talks 1

Move on to seek limited standstill agreement 1

If negotiations fail, take as signal of antagonism and apply proportionate response and accellerate contingency preparations for "clean break" 1

Regardless of outcome of previous negotiations, move to negotiate GIFT; if unavailing after 27 weeks move to negotate enhanced FTA (shown continuously) 1 1 1 1 1 1 1 1 1 1 1 1 1 1

Begin to sound out third countries/blocs and individual LEU members with confidential/back-channel approaches (shown every other month for seven months) 1 1 1 1

Enter into negotiations for bilateral visa agreements with LEU members (shown for illustration as every other period) 1 1 1 1 1 1

As opportunity arises, enter into other bilateral agreements with LEU members to be triggered by end of negotiations (shown as above) 1 1 1 1 1 1

As opportunity arises, reinforce contact with third countries/blocs with confidential ministerial contacts; in due course escalate to full-on negotiations  (shown as above) 1 1 1 1 1

Article 50 period expires; Brexit negotiations conclude 1

Machinery of Government. See Appendix 1

Appoint new Foreign Secretary 1

Reform European Affairs Cabinet Committee as Subcommittee to Evaluate, Coordinate and Execute Departure from Europe - SECEDE 1

Recruit cabinet  to advise Foreign Secretary, support negotiating team and staff SECEDE 1

Under powers of "EU Secession (Negotiations) Bill" 

Publish terms of reference for Departmental consultations 1

Replace UK Ambasador to Europe with a politcally appointed Chargé d’Affaires ; cease to appoint or second British officials to EU bodies. 1

Alter terms of reference of Minister of State for Europe to "care and maintenance" duties, bringing all posts under Brexit negotiating team 1

Cancel the UK’s participation in the EU parliamentary elections of 2019. 1

Departments undertake consultation 1

Departments report to Foreign Secretary's cabinet 1

Launch a Royal Commission to review law and treaties affecting UK nationality, residency, immigration and asylum; and treaties otherwise compromsing UK sovereignty 1

Instruct MoD to revisit threat assessment and provide budget for coastal/fishery protection forces 1

Instruct BoE and FCA to consult with other Central Banks and BIS as to policies to address abnormal capital movements 1

Royal Commission takes evidence (shown continuously) 1 1 1 1 1 1 1 1

Royal Commission reports 1

Communications. See Appendix 1

Instruct Prime Minister's Director of Communications to establish a dedicated organisation to serve the communications purposes of withdrawal process 1

Publish White Paper setting out HMG's appreciation of the position; proposals for Global Initiative for Free Trade - GIFT, and opening agenda for negotiations 1

Announce continuation of low interest rates and fiscal stabilisation; renounce exchange rate targeting 1

Promote GIFT to opinion formers, universities and schools (shown for illustration as every other period) 1 1 1 1 1 1 1 1 1

Add (to monthly announcement of MPC minutes) equivalent for exchange rate and fiscal balance 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1

Publish summary of departmental consultations as accepted by HMG; incorporate into negotiating objectives 1

Publish monthly reports  on progress of negotiations; support with press conferences 1 1 1 1 1 1 1 1 1 1 1 1 1 1

Through Department for Business Innovation & Skills, convene breakfast/supper clubs to brief industry and City opinion-formers and leadership (shown for illustration as every other period) 1 1 1 1 1 1 1

Parliamentary actions. See Appendix 2

Present simultaneously to Houses of Commons and Lords a "EU Secession (Negotiations) Bill" under a guillotine motion providing for a 28-day timetable 1

Hard deadline for final passage of "EU Secession (Negotiations) Bill"; law enacted 1

Introduce "EU Secession (Initial Reform) Bill", tidying up legislation as parliamentary/law commissions and accepted by HMG, where not in negotiation 1

In light of report of Royal Commission, present to House of Commons a "Bill of Rights", inter alia  repatriating powers to British Courts 1

Target for final passage of "Bill of Rights" through both houses; law enacted 1

Introduce "EU Secession (Final Reform) Bill", tidying up domestic legislation as final outcome 1

Enact bill/ratify treaty for Global Initiative for Free Trade - GIFT 1

2017 2018 2019

months months quarters quarters
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Schematic 2. Organisation chart 

 
Source: Authors. For commentary see Appendix1 Machinery of Government) p71 et seq.
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BIS Bank for International Settlements: the leading transnational banking regulator, based in Basel, so that its 

guidelines are referred to as “Basel rules”. 

bps basis points: one one-hundredth of one percent. 

CAGR compound annual growth rate 

DBIS Department of Business Innovation and Skills: a UK government ministry. 

DEFRA Department of Food and Rural Affairs: a UK government ministry. 

ECJ The European Court of Justice, an EU body, which adjudicates disputes falling under EU law and increasingly 

invokes precedents from the EHRC (qv) in its decisions. 

EEA European Economic Area: the EFTA (qv) plus the EU (qv). 

EFTA European Free Trade Association: a free trade association composed of Iceland, Liechtenstein, Norway and 

Switzerland. 

ECHR The European Court of Human Rights. Not an EU body but the subject of a separate treaty (to which the 

abbreviation can also apply) the European Convention on Human Rights. This was drafted in 1950 and 

became effective in 1953. The UK was an original signatory to the Convention and gave its own courts 

enforcing powers in the Human Rights Act, 1998. 

EU The European Union: an RIO (qv) composed of Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, 

Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, 

Malta, Netherlands, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and the United Kingdom. 

FACE Fashion, Arts, Culture and Entertainment: a grouping of service sectors, identified to contrast with those in 

FIRE (qv).  

FDI Foreign Domestic Investment, an investment in a business by an overseas purchaser, either by buying it 

outright or expanding its operations. Contrast with “portfolio investment”, buying publicly quoted shares 

without the intention of control. 

FIRE Finance, Insurance and Real Estate: a grouping of service sectors identified to contrast with “smokestack” 

manufacturing. 

FTA Free Trade Association: a body of nations trading with each other with reduced or no tariffs, and levying 

agreed tariffs against non-participants. 

GATT General Agreement on Trade and Tariffs: the post WW2 body devoted to promote international trade, 

replaced in 1994 by the WTO (qv). 

GDP gross domestic product 

GIFT a coinage and the central proposal of this essay, the Global Initiative for Free Trade. 

ICAO International Civil Aviation Organisation 

IMO International Maritime Organisation 

LDC Less Developed Country: formally a group of 49 countries defined by the Committee for Development Policy 

of the UN Economic and Social Council. 

LEU a coinage of this essay, the legacy European Union, or the EU after the departure of the UK. 

MFN most favoured nation: a status of treatment in international trade, that is trade access nominally equal to the 

best granted by the importing country. MFN clauses in bilateral investment treaties may include substantive 

rules but not necessarily procedural protections. 

NTM non-tariff measure 

OECD Organisation for European Cooperation and Development 

RIO Regional Integration Organisation: a term used to characterise international economic groupings, particularly 

in the field of international standard-setting. 

SECEDE a coinage and proposal of this essay, a UK cabinet Subcommittee to Evaluate, Control and Execute 

Departure from Europe. 

SSO standard-setting organisation 

TEU Treaty on European Union, or the Lisbon treaty (qv). 

TPP Trans Pacific Partnership: a proposed trade association between the US and countries on the Pacific Rim.  

TRI trade restrictiveness index: a measure of the economic effect of NTMs (qv). 

TTIP Transatlantic Trade and Investment Partnership: a proposed trade association between the US and the EU. 

WTO World Trade Organisation: the successor to GATT (qv). 

  



After “No” 

- xvii - 

Definitions 

Anglosphere a hypothetical grouping of nations whose common language is English or who enjoy common 

adherence to such British based institutions as the common law. 

cabotage transport of goods or passengers between two points in the same country by a vessel or aircraft 

registered in another country. 

comitology The term employed within the EU (qv) for the machinery for consulting, advising and otherwise 

staffing decisions. 

Cotonou 

Agreement 
A treaty signed in 2000 between the EU (qv) and 79 African, Caribbean and Pacific States. 

line-item for the purposes of this essay, a class of goods subject to tariff. 

Lisbon Treaty the treaty establishing the European Union; also referred to as TEU (qv) 

Schengen shorthand for the eponymous treaty establishing free movement within a subset of the EU (qv) and 

selected neighbours.  

secular the underlying trend or slope of a curve depicting a data series, eg, rising or falling; by contrast 

with “cyclical”. 

singularity a hypothetical future condition when artificial intelligence exceeds human intelligence, radically 

changing social and economic circumstances. 

stochastic random, if not conjectural. 

tit-for-tat trade a coinage of this essay, the process of piecemeal bargaining by line item (qv) between nations or 

blocs for trade access. 
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Chapter 1 – Setting 

Covered in this chapter 

 The post-WW2 project of promoting International trade by reducing 

tariffs on goods has run its course; so too the EU’s approach to services 

 A referendum “No” obliges the government to go beyond the 

unsatisfactory templates of Norway and Switzerland 

 HMG must steer clear of other complications including ostensibly 

attractive policies which lead only to cul-de-sacs 

(a) Introduction 

This Appendix examines the economic and political outlook and the trade and institutional 

framework, together with other constraints bearing upon Article 50 negotiations, in order to 

examine the UK’s options. It identifies the specific constraints facing HMG and argues that 

these raise hurdles to a successful outcome that the negotiators will need to overcome, 

with the policies presented in the following chapters. 

(b) Economic outlook 

On 21 May 2013, the then-Chairman of the US Federal Reserve Bank, Ben Bernanke, 

marked the turn of the subprime crisis when he testified to Congress about “tapering”, or 

reducing the Fed’s program of asset purchases.5. Since then, reports show the mixed 

character of early economic recovery.6 This will pull the EU two ways. A recovery in growth 

is likely to spread across the Atlantic on increased US demand for European exports. On 

the other hand a move to positive real rates will flush out the balance sheet problems 

within the European banking sector and strains within the Eurozone which have been 

suppressed by the current policy of de facto negative rates for qualified borrowers.  

The Euro crisis is unlikely to have disappeared, despite a policy – acknowledged or 

unacknowledged – of partial fiscal and monetary centralisation. This will sustain inter- 

                                                           
5 Bloomberg (2013). 

6 “Chinese manufacturing PMI slips below 50 neutral level for first time in six months.” 
 

“Eurozone manufacturing recovery gathers pace, led by strong German growth.”  
 

“The Markit/JMMA PMI signalled a survey-record increase in Japanese manufacturing output in January.”  
 

“UK manufacturers of investment goods have reported the largest surge in demand for 20 years in recent months.”  
 

“US GDP grows 0.8% in final quarter of 2013 in broad-based expansion.”  
 

Markit (2014). 
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country and sector transfers enabling the recapitalisation of banks to levels closer to Basel 

III requirements. These levels are likely, nonetheless, to be insufficient to take the losses  

in prospect from unrecognised delinquencies without hitting bank profits – in some 

instances possibly catastrophically. 

Although systemic disruption now seems less likely for the Eurosystem, a risk remains of 

at least one further episode of acute volatility, with Eurozone economies recovering at 

divergent rates and generally only at low levels after a near-decade of suppression.  

Public policies are in prospect to gradually abate financial repression, that is continued 

fiscal discipline and low but increasing policy rates. Spreads will be animated by banks’ 

need to meet Basel rules but in the case of the UK not by perceptions of sovereign risk vs 

the Bund. This would make spreads over policy rates insufficient over the period 2017-

2019 fully to offset inflation. The flattened yield curve will continue to distort cash-flow 

pricing, restraining institutional investment. Particularly if credit toughens, corporations are 

likely to continue hoarding cash, restraining economic growth. 

(c) Political outlook 

European fiscal and monetary policy has taken a centralising course. The reluctant 

paymaster, Germany, is likely to assume ever greater prominence in EU decision-making, 

which may affect the post-referendum negotiations. 

At home, the “No” vote scenario implies a 2015 election result that permits the referendum 

to go ahead. Even so, that might be under a coalition. If involved, the Liberal Democrats 

may be expected to bridle at our recommendations, particularly revisiting the EHRC. Their 

sting may, however, be drawn by the proposed public conversation. This will also give 

them cover to refrain from splitting the coalition and disrupting the negotiations. 

Key dates between 2017 and 2019 include. 

2017 (h2) UK scheduled to assume rotating presidency of EU Council 

2017 French Senatorial elections 

2018 French National Assembly and Presidential elections 

2018 Last date for German Federal elections 

2018 US mid-term elections 

2019 European Parliamentary and Presidential elections 

(d) The legacy regime 

World trade discussions focus on reducing tariffs. The UK needs to turn the discussion to 

non-tariff measures in finance and services, which are vital sectors for the country. Current 

trade institutions reflect the post-WW2 efforts to promote lower trade barriers through 
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GATT and WTO tariff negotiations and the emergence of Economic Integration 

Agreements.7  

The emphasis on tariffs reflects their importance for LDCs8 and the palpable quality of 

goods compared to the ethereal nature of services. While there has been conspicuous 

success in reducing duties on goods, services and non-tariff measures are addressed only 

by the slow process of mutual recognition of standards or regulatory harmonisation.  

The UK’s stance The UK negotiators should also reflect alterations in the components of 

GDP. The secular move to non-dutiable services is expected to continue. These include 

the “FIRE” complex of finance, insurance, real estate and other professional services; the 

“FACE” complex around art, culture, entertainment and fashion; and other professional 

services. In principle, they also include the largely publicly-supplied services of health and 

education. NTMs on these sectors pose a challenge for the UK. 

The reassessment of trading relationships forced by a “No” vote provides the opportunity 

for HMG to revisit the international trade regime in the light of first principles, experience 

and evidence. The underlying principle should remain that to which the international 

community has subscribed since WW2, articulated on the WTO’s website by its former 

Director General,  

“to create a strong and prosperous international trading system.”9  

Nonetheless, the UK should observe that the very success of the post-WW2 programme 

has hypnotised the international community – which seems unaware that free trade 

associations are no such thing, since they all have an external tariff. Meanwhile, rounds of 

tariff reduction have reached diminishing returns, with duties at the unprecedentedly low 

levels shown in Chart 2.10 

  

                                                           
7  Economic Integration Agreements are defined under the General Agreement on Services IV Article VI B. 

Interpretation and Application of Article V (Para 52) as “typically aim[ing] at achieving higher levels of liberalization 
between or among their parties than that achieved among WTO Members”. World Trade Organisation (2013) 

8 “…in Sub-Saharan Africa, for instance, trade taxes still account for an average of about one-quarter of all government 
revenues, and in the developing countries of Asia and the Pacific they account for around 15 percent.” Keen and 
Simone (2004), cited by Baunsgaard and Keen (2005). 

9  World Trade Organisation (2014). 

10  The chart shows that the general level of tariffs rose in the turmoil following WW1 and has fallen from c18% in 1962 
to under 4% in 2000. World Bank (2014) shows further falls in tariff levels since then. 
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Chart 2 . Average level of tariffs – 1870 -2000 

 

Source: Nenci (2009) 

The character of duties Table 1 shows the duties on goods levied by selected trading 

nations. The EU’s simple average level of duty is low at 5.3% (though not as low as the 

trading entrepôts of Hong Kong and Singapore, which levy no duty whatever). However, 

only one jurisdiction in this panel has more separate duty rates than the EU, which also 

has among the most line items (i.e. the number of separate dutiable goods). The US is a 

worse offender by way of line items and duty rates, but levies a lower average rate; Japan 

is better, with lower numbers of rates and duties for the same average tariff. The worst are 

India and Russia.  

Table 1. Selected jurisdictions, Tariffs, 2012 

 
Source: WTO and others (2012) 

This complexity cements non-tariff measures across the board, making the very process of 

tariff reduction increasingly self-defeating. Worse still, it creates the largely 

unacknowledged hurdle of line items that are zero-rated but still need trade documentation 

– 9,098 in the case of the EU.11  

  

                                                           
11  WTO (2012). 

No of lines No of duty rates Average rate Duty free

China 7,981           91                        9.6% 7.5%

European Union 10,265         1,066                   5.3% 27.2%

Hong Kong 7,077           1                          0.0% 100.0%

India 11,377         387                      12.6% 3.5%

Japan 9,096           485                      5.3% 54.2%

Russian Federation 11,234         365                      9.4% 13.6%

Singapore 8,299           5                          0.0% 100.0%

US 10,992         1,113                   3.5% 54.2%
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The character of NTMs Meanwhile, trade in services remains shackled, as attempts to 

remove non-tariff measures have been ineffective. Here too, policymakers seem 

spellbound by measures which, however well intentioned, inhibit the effective treatment of 

services and non-tariff measures.  

The WTO identifies ten major heads of tradeable services and at least 164 sub-categories. 

UNCTAD maintains a list of some 16 major heads of non-tariff measures and 180 sub-

categories. The extent of this tangle is shown by simple arithmetic: there are over 29,000 

combinations of services and NTMs.12 Such complexities serve the interests of producers, 

who can retain experts to argue their case, but the consumers’ voice is unheard.  

Table 2 takes material from the academic literature to show the ad valorem effect of non-

tariff measures as though they were tariffs. The effect is clear: NTMs add 45% to the cost 

of applicable lines of EU imports (i.e. those upon which duties are levied) and over 13% to 

the cost of all imports. These add to everyday costs. Table 3 sets out trade restrictiveness 

indices (TRIs) – the uniform tariff to which all tariffs and NTMs equate.  

Table 2 Selected trading bodies.  

Non-tariff measures, ordered by effect 
upon applicable lines 

Table 3 Selected trading bodies.  

Effect of non-tariff measures 
on imports and exports 

  
Source: Kee, Nicita and Olarreaga (2009) 

There is no reason to believe that the position has altered significantly since 2009, when 

this material was published. Despite harmonisation, the EU is the most conspicuous 

offender in using NTMs to discourage imports by adding cost, with a TRI of 365%. The 

corollary is that the EU’s own exports face similar such external barriers. Since the UK has 

been drawn into this EU regime, its services face crippling non-tariff barriers. As for 

internal EU restrictions, the UK’s experience has been that harmonisation, though 

intended to address services and non-tariff measures, works only to a limited extent. This 

is another reason for the approach of this essay. 

                                                           
12  That is 164 tradable services multiplied by 180 non-tariff measures.  

All lines Applicable lines

EU 0.134      0.450                             

Russia 0.155      0.417                             

Australia 0.089      0.416                             

Norway 0.059      0.399                             

United States 0.095      0.374                             

India 0.147      0.357                             

China 0.063      0.350                             

Japan 0.111      0.346                             

Canada 0.045      0.325                             

Hong Kong 0.028      0.292                             

Switzerland 0.041      0.290                             

Ad valorem effect of NTMs on 

Imports Exports

Australia 20% 55%

Canada 117% 157%

China 46% 175%

EU 365% 207%

Hong Kong NA 222%

India 25% 238%

Japan 251% 62%

Norway 69% 450%

Russia 180% 83%

Switzerland 68% 144%

United States 300% 103%

ΔTRI due to NTM
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(e) Existing European agreements13 

The EU delights in its own precedents. This is perhaps its response to the disagreeable 

fact that in the twentieth century all of its continental members bar Sweden succumbed to 

invasion, civil war or domestic tyranny. This undermined European nation states, 

prompting “post-national” EU institutions and the salience of the acquis communautaire. 

Schematic 3 depicts the cat’s cradle of European economic organisations.  

Schematic 3 European economic organisations 

 
Source: Wikipedia Commons (2013) 

                                                           
13  WTO (2014) itemises the following European trading organisations. 

Economic Integration Agreements 
European Union, as variously enlarged 
European Economic Area (EEA) 
European Free Trade Association  

(EFTA) 
 

EU – Albania 
EU – CARIFORUM States EPA 
EU – Central America 
EU – Chile 
EU – Colombia and Peru 
EU – FYR Macedonia  
EU – Korea (S)  
EU – Mexico 
EU – Montenegro 
 
EFTA – Chile 
EFTA – Colombia 
EFTA – Hong Kong, China 
EFTA – Korea, Republic of 
EFTA – Mexico 
EFTA – Singapore 
EFTA – Ukraine

 

Customs unions 
EU – Andorra  
EU – Monaco 
EU – San Marino  
EU – Switzerland  
EU – Turkey  
 
Other Free Trade Associations  

involving EU 
Central European Free  

Trade Agreement (CEFTA) 
EU – Albania 
EU – Algeria 
EU – Bosnia and Herzegovina 
EU – Cameroon 
EU – CARIFORUM States EPA 
EU – Côte d'Ivoire 
EU – Eastern and Southern  

Africa States Interim EPA 
EU – Egypt 
EU – Faroe Islands 
EU – Iceland 
EU – Israel 
EU – Jordan 
EU – Lebanon 
EU – Morocco 
EU – Norway

 

Other Free Trade Associations 
involving EU (cont) 

EU – Overseas Countries and  
Territories (OCT) 

EU – Palestinian Authority 
EU – Papua New Guinea/Fiji 
EU – Serbia 
EU – South Africa 
EU – Switzerland – Liechtenstein 
EU – Syria 
EU – Tunisia 
 
Other Free Trade Associations 

involving EFTA 
EFTA – Albania 
EFTA – Canada 
EFTA – Egypt 
EFTA – FYR Macedonia 
EFTA – Israel 
EFTA – Jordan 
EFTA – Lebanon 
EFTA – Montenegro 
EFTA – Morocco 
EFTA – Palestinian Authority 
EFTA – Peru 
EFTA – SACU 
EFTA – Serbia 
EFTA – Tunisia 
EFTA – Turkey 
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The very existence of these organisations confirms the universal commitment to the 

process of piecemeal bargaining for commercial access – tit-for-tat trade deals.14 As 

discussed, however, they fail to engage with the future of the global services economy, in 

which the principal impediment to trade comes from non-tariff measures. The following 

sections examine these and offer a template for the UK’s future international trade posture. 

(f) Article 50 negotiations 

Article 50 has never been invoked and there are no real precedents. Algeria ceased to be 

part of the EEC upon independence from France in 1960; and Greenland ceased to be 

part of the Community in 1985 following the grant of home rule by Denmark and a national 

referendum (it now has fisheries agreements with the EU and has certain benefits as an 

“overseas territory” of Denmark). But these arrangements do not provide an obvious 

template for UK withdrawal, especially given the very different nature and size of the UK 

economy. 

(g) EFTA 

The UK was a founding member of the European Free Trade Association in 1960. The 

current members are Norway, Iceland, Liechtenstein and Switzerland (although Iceland 

would cease to be a member if its current efforts to join the EU are successful).  

The EFTA arrangements are based on the EU’s four freedoms: goods, services, labour 

and capital. EFTA members have to pass EU legislation in the fields of social policy, 

consumer protection, and environment and company law, but they have limited influence 

on its content. EFTA states make a contribution to the costs of the single market (although 

not to the wider EU budget), but are not eligible for EU development or other grants.  

There would be inevitable debates about UK sovereignty if it were obliged to apply EU 

laws without influence or input. However, resumption of EFTA membership has attractions, 

in that (i) it responds to a general British desire that the EU should be based on free trade 

                                                           
14 WTO (2014) itemises the following “Economic Integration Agreements” sponsored by leading trading nations. 

North American Free Trade Agreement (NAFTA) 
US – Australia 
US – Bahrain 
US – Chile 
US – Colombia 
US – Israel 
US – Jordan  
US – Morocco 
US – Oman 
US – Panama 
US – Peru 
US – Singapore 

Japan – Malaysia 
Japan – Mexico 
Japan – Peru 
Japan – Philippines 
Japan – Singapore 
Japan – Switzerland  
Japan – Thailand 
Japan – Viet Nam  
Jordan – Singapore  
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and nothing more and (ii) it provides a ready-made framework for the UK’s withdrawal 

arrangements. The downside is that it may be perceived as aligning the UK with relatively 

minor players on the world stage. In addition, both Norway and Switzerland are a party to 

the Schengen agreement on free movement, which the referendum result may be taken to 

have rejected. 

(h) Switzerland and Norway 

Switzerland was due to join the EEA – the trade agreement executed in 1992 between 

the EU countries and EFTA members Norway, Iceland and Liechtenstein – but the 

agreement was rejected in a national referendum and lapsed for lack of ratification. 

Instead, in 1999, it adopted a bilateral approach with an initial series of treaties dealing 

with: 

(i) free movement of persons  (ii) technical trade barriers  

(iii) air traffic  (iv) public procurement 

(v) road traffic  (vi) services; and.  

(vii) agriculture   

In 2004, a second batch of treaties was concluded dealing with:  

(viii) security/Schengen,  (ix) common pursuit of fraud, and 

(x) miscellaneous issues relating to agriculture, environment etc.  

The substantive effect is that Switzerland operates as an EEA member, but on a bilateral 

basis. Switzerland cannot influence the content of EU laws that apply to it, but no EU law 

can apply within Switzerland unless it is approved by a bilateral commission.  

This approach preserves the sovereignty of Switzerland, though this may be more formal 

than real, in that the EU can suspend all treaty arrangements if the commission turns down 

particular rules (the so-called “guillotine” clause). It may nonetheless serve as a model for 

the UK, in that (i) a specifically bilateral set of agreements plays to the British sense of 

independence (as it did to the Swiss) and (ii) use can be made of existing templates.. Even 

so, as a larger economy, the UK should seek to dispense with the “guillotine” clause and 

should respect the referendum “No” by obtaining a fair vote on those EU decisions that 

affect it. 

Norway is a larger economy than the other EFTA nations: UK parallels with Iceland and 

Liechtenstein are more far-fetched. Norway is sometimes dismissed as a ”fax democracy”, 
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given its obligation to implement EU legislation in the single market arena, but this 

approach may be simplistic: 

(a) Many EU measures implement wider international rules or standards. This 

applies, for example, on capital adequacy for banks; and in the case of the 

World Trade Organisation. Obligations under such measures arise under other 

commitments, regardless of EU membership; and 

(b) Those rules will be formulated at international conferences where Norway 

currently has more influence than the UK. For example, in the case of the 

WTO, Norway has its own representation, whereas the UK is represented by 

the EU and is bound by its consensus positions. 

(i) The best template  

The question therefore arises: should the UK prefer Swiss bilateralism, or to emulate the 

Norwegian option? The UK may see re-joining EFTA as a relegation to a second division 

of nations. It would also wish to negotiate its own deal, rather than merely contenting itself 

with an existing template. A bilateral agreement offers the prospect of a tailor-made deal, 

which would be absent from the multilateral EFTA agreement. In this light, the Swiss 

model would be preferable. 

But the Swiss model has run out of favour with the EU side of the table. The Council has 

noted that the bilateral structure with Switzerland has reached its limits, in part because of 

the lack of a proper institutional structure and in part because the bilateral approach 

undermines the EU’s relationship with the EFTA States. Consequently, negotiations over 

further Swiss participation in the internal market have  reached an effective stalemate.  

Nevertheless, Article 50 does contemplate a bilateral treaty between the EU and a 

withdrawing country, in order to deal with the immediate issues of withdrawal and the 

future relationship between the two sides. Regardless of the EU’s prevailing attitude to 

Swiss bilateralism, it would therefore appear that the TEU obliges the EU authorities to 

negotiate a complete and self-standing – bilateral – treaty with the UK for these purposes. 

(j) Striking the correct policy balance  

HMG must manage both the populism demonstrated by the vote and the mercantilism 

currently bedevilling trade policy, without getting bounced into its own bunker regime or the 

disrepute of renouncing long-standing commitments in a dash for sovereignty. HMG faces 

five specific constraints as it enters into Article 50 negotiations. These are the renewed 
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popular commitment to self-determination, coincident complications, reputation, economic 

interests and unforced errors. 

(k) Balancing domestic sentiment 

Any trade arrangement will need skilled political management of the issues driving the 

referendum “No”, set out in Table 4 which illustrates public sentiment.  

Table 4. Great Britain. Public hostility to EU 
 by issue, all respondents, June 2013

15
 

 
Source: Survation (2013). 

According to opinion polls, the three most salient issues for renegotiation are local control 

of immigration at 75% of those wanting renegotiation (65% of the sample); police and 

criminal justice (52% of those wanting renegotiation); and employment law (46%). Also 

registering over 30% were agriculture and fisheries, regional polices and trade regulations.  

Turning to the electoral arithmetic, Table 5 highlights regional strength of feeling to show 

that the Labour redoubt of Wales has consistently stronger feelings than the UK as a 

whole, while the Tory homelands of Southeast England are consistently less exercised; 

the battleground constituencies of Scotland and London are also less animated, indeed 

the latter is conspicuously averse to renegotiation. Fisheries matter in Scotland and Wales, 

but unsurprisingly not among Londoners; while those on the electoral frontlines in the West 

Midlands feel strongly about immigration and employment. 

Table 5. Great Britain. Differential public hostility to EU by issue and region, June 2013 
multiple of standard deviation

 
 

 

Source: Survation (2013), authors’ calculations highlighting figures greater than one (or less than minus one) standard deviation. 

Table 6 sets out similar calculations according to respondents’ income, education, attitude 

towards the EU and ethnicity.16 Immigration shows much differentiation: it is particularly 

                                                           
15  Survation (2013). Q8. “If there was to be a renegotiation of the UK's membership of the European Union, which of the 

following areas (if any) currently under EU control would you most like to see returned to the UK?”. 

Power to control immigration within EU 65.2%

Employment Law 39.6%

Policing and Criminal Justice 44.5%

Common Agricultural Policy 35.5%

Common Fisheries policy 35.8%

Regional Policy 36.9%

Energy policies 28.9%

Trade regulations 31.6%

None of the above/don’t want renegotiation 13.6%

Scotland Wales London South East Southwest E England E Mids W Mids Northeast Northwest Yorks/Humber

Power to control immigration within EU (0.7x) (0.8x) (2.4x) (0.4x) 0.4x 0.6x 0.5x 1.4x 1.1x 0.4x 0.7x 

Employment Law (1.2x) 1.4x (0.3x) (1.1x) 0.9x (0.5x) 0.8x 1.7x (1.3x) 0.1x (0.4x)

Policing and Criminal Justice (1.7x) 1.6x (0.6x) (0.7x) (0.2x) (0.0x) 2.0x 0.5x 0.5x 0.2x (0.6x)

Common Agricultural Policy (0.6x) 1.5x (0.9x) 0.6x 0.1x 1.8x 0.4x (1.0x) (1.4x) 0.4x (0.7x)

Common Fisheries policy 2.1x 1.1x (1.8x) (0.3x) 0.3x 0.5x 1.0x (0.3x) 0.5x (0.3x) (0.8x)

Regional Policy (0.6x) (0.4x) (1.2x) (0.6x) 1.7x 0.1x 1.8x 0.9x (1.2x) (0.3x) 0.7x 

Energy policies (0.8x) 2.6x (0.7x) 0.1x (0.2x) 0.6x 1.3x (0.5x) 0.6x (0.3x) (0.8x)

Trade regulations (1.0x) 2.6x (0.7x) (0.8x) (0.5x) (0.2x) (0.1x) (0.0x) 0.3x 1.2x 0.4x 

None of the above/don’t want renegotiation (0.5x) (0.4x) 2.2x 0.9x (0.9x) 0.8x (0.6x) (1.2x) 0.2x (1.2x) (0.1x)
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salient for those on higher incomes, but not among non-whites or those on low incomes or 

without degrees. In addition (and as might be expected) those identifying themselves as 

opposed to the EU feel strongly on every issue. 

Table 6. Great Britain. Differential public hostility to EU by issue and selected variable, June 2013 
multiple of standard deviation

 
 

 
Source: Survation (2013), authors’ calculations highlighting figures greater than one (or less than minus one) standard deviation. 

SECEDE and the British negotiation team will need to navigate these issues as they bear 

– often in conflicting fashion – upon such pivotal electoral groups. GIFT, after all, is 

intended to harness the idealism and realism of the entire British public. 

(l) Coincident complications  

Should the UK either have completed or be amid the negotiation of Scottish independence 

at the time of Article 50 negotiations, it will benefit from immediate experience in unwinding 

complex relations. On the other hand, it may have to deal with the diversion of 

administrative and political effort.  

Article 50 negotiations are likely to coincide with delayed talks between the EU and the US 

on a Transatlantic Trade and Investment Partnership (TTIP); and between the US and 

nations on the Pacific’s western rim on a Trans Pacific Partnership (TPP). The US Senate 

is currently setting its face against these pacts, so the TTIP talks are likely to fail to 

complete by mid-2017, particularly if US attention to Europe is side-tracked by the 

coincident TPP discussions.17 In consequence, trading nations/blocs are set to be 

preoccupied with such negotiations, risking the UK finding itself at the back of the queue 

for their attention, calling for it to capture the agenda along the lines of this essay.18  

  

                                                                                                                                                                                                 
16  Ibid. These calculations are less significant as embracing fewer instances of variables. 

17  In any event, all such agreements take longer than intended to agree, ratify, renegotiate and implement; as well as (if 
the treaty so permits) litigate, in the sense of going to court to oblige signatories to enforce or comply with the rules. 

18 If, however, the TTIP has been signed, it would be relatively straightforward for the UK to join as a third party. 

<20k 20-40K >40k Degree No degree Stay in EU Leave EU Don't know White Other

Power to control immigration within EU (1.3x) 0.6x 1.0x (1.3x) 0.7x (1.1x) 1.3x (0.1x) 0.3x (1.7x)

Employment Law 1.3x (0.5x) (1.1x) (1.3x) 0.7x (0.8x) 1.3x (0.9x) (0.3x) 1.7x 

Policing and Criminal Justice (0.9x) 1.3x (0.7x) (1.3x) 0.7x (1.0x) 1.3x (0.5x) 0.3x (1.7x)

Common Agricultural Policy (1.1x) 1.3x (0.4x) 1.3x (0.7x) (0.9x) 1.4x (0.6x) 0.2x (1.8x)

Common Fisheries policy 1.1x (0.2x) (1.3x) (1.3x) 0.7x (0.8x) 1.3x (0.9x) 0.3x (1.7x)

Regional Policy (0.1x) (0.8x) 1.6x 1.3x (0.7x) (0.6x) 1.2x (1.1x) 0.3x (1.7x)

Energy policies 1.2x (0.3x) (1.2x) (1.3x) 0.7x (0.7x) 1.3x (1.0x)  - (2.0x)

Trade regulations (0.5x) 1.1x (1.3x) (1.3x) 0.7x (0.8x) 1.3x (0.9x)  - (2.0x)

None of the above/don’t want renegotiation 1.3x (0.7x) (0.9x) 1.3x (0.7x) 0.8x (1.6x) (0.5x) (0.3x) 1.8x 
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(m) Reputation  

As one of the oldest and most consistent liberal democracies, the UK is a global opinion 

leader, committed to open dealings and trade. It is fully engaged in the system of 

multilateral treaties that has shaped international law after WW2. This commits the UK to 

honouring its treaty obligations and to promoting orderly conduct between states: it should 

be hesitant about policies that might lead it to act summarily or in bad faith. HMG will wish 

to avoid such bear-traps in the negotiating process. These include: 

 Disregarding the role of precedents in the EU’s legitimating apparatus; 

 Premature suspension of compliance with EU obligations or revocation of non-EU 

treaties; and 

 Initiating other provocations in, or bearing upon, the conference room. 

On the other hand, HMG will not wish to act with excessive caution, thus also wishing to: 

 Deal proportionately with obstruction from the other side (as Appendix 1 (Machinery of 

Government), Section (h), Interdepartmental working groups, pp81-82), avoiding 

inaction, as well as either enfeebled or extravagant responses; 

 Respond accurately to hiatuses in negotiations, recognising failure for what it is, 

without doing so prematurely or failing to offer a way to row back; and 

 Act independently of the negotiation process and rebut specious accusations of 

bad faith. 

Finally there is the issue of domestic reputation. Deft leadership can present a departure 

from LEU not as an alarming hiatus in the nation’s affairs, but as the occasion for ambition 

and inspiration, animating a new generation with the idealism of principled service to 

promote peaceful and beneficial commerce – as GIFT promises. 

(n) Economic interests  

Policy should be oriented towards the future rather than the past. It used to be argued that 

countries need to trade manufactured goods to survive; in fact manufactures no longer 

make the definitive contribution to GDP that they once did. In consequence, EU-UK deals 

on trade in goods are less important and the UK need not be intimidated by threats of lost 

EU markets. 
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Table 7. Composition of GDP and employment, 
 selected jurisdictions and dates 

Composition of GDP
19

 Industry Agriculture 
Total 

tradable 

EU 19.2 1.1 na 

US 24.7 1.8 na 

UK 21.0 0.7 na 

UK – tradable production only 12.4 0.7 13.1 

    

UK composition of 
employment 

Industry Agriculture 
Total 

tradable 

2012
20

 18.2 1.4 na 

2012, adjusted for tradables 10.4 1.4 11.8 

1841
21

 36.0 22.0 na 

Source: Authors; see note 49 

Composition of trade The commentary on Chart 2 on page 4 noted that tariffs on 

international trade have fallen from 18% in 1962 to less than 4% now. This reflects the fact 

that patterns of trade have gone through two major alterations during the modern period. 

Early industrialisation was characterised by the export of raw materials to industrial 

countries, which consumed them or processed them into manufacturing exports. During 

the first forty-five years after WW2, trade growth took place between advanced economies, 

consolidating post-war recovery. Since then, the pattern has complicated to include entry-

level manufacturing exports (often including high-tech sub- or final assemblies) from low-

wage countries.  

This means that advanced countries need no longer only earn foreign exchange from 

trade in manufactured goods. To take the UK, although the country’s deficit in goods is 

7.6% of GDP, this is reduced to 2.0% of GDP after services, and to 1.5% after net 

investment income. The final figure is more than balanced by net financial receipts of 2.3% 

of GDP.22 As to fiscal receipts, UK customs receipts are only 0.5% of tax revenues,23 

making them equivalent to 0.25% of GDP and 0.7% of actual imports.24 This underscores 

the relative unimportance of duties upon UK goods by comparison with non-tariff 

measures to international trade and the generality of the trade in services.  

Sources and markets Table 8 shows that Germany in particular is unlikely to rush to 

forego the UK market as it supplied goods valued at £21bn net in 2012 (£53bn gross). 

Table 9 shows the preponderance of imports of electrical machinery at £26.2bn net 

(£50.8bn gross, the sum which matters to exporters). By contrast, the high profile sector of 
                                                           
19  CIA. (2014). 

20  Ibid. 

21  ONS (2012). 

22  Balance of payments figures calculated at annualised running rate over the last two years, ONS (2013). GDP 
calculated at annualised running rate. ONS (2013).

 

23  Brown and Roantree (2012). 

24  Ibid; ONS (2013). 
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motor vehicles represents lower levels of both net imports of £8bn and gross imports of 

£36bn. Cars themselves stand in for 7.1% of all exports of goods, just over half the 13.1 % 

contributed by the top export source, mechanical machinery.25  

Table 8. UK, top ten sources  
of net imports, 2012, £bn 

 

Table 9. UK, top ten net imports, 2012, £bn 

 

Sources for both tables: WTO (2012) 

Although cars face a duty of 10% (other vehicles up to 15.8%), this is less than the effect 

of currency movements. Chart 3 shows the volatility of the Pound against the Euro, for 

example rising by 12% in between June 2010 and June 2011, while falling by sixteen 

percent between March 2009 and July 2012.26 

Chart 3. Pound vs Euro, last five years 

 
Source: Bloomberg (2014) 

The position of UK manufacturing exporters to the EU should not be seen as so vulnerable 

as to call for more than a reminder of the importance of the UK market.27 GIFT is intended 

to offer a robust framework for the economic interests of the UK and the global trading 

community. 

(o) Unforced errors  

There are risks in the ostensibly attractive options set out in Table 10, some of which lead 

to tactical cul-de-sacs and none of which leads to a thoroughgoing policy framework. 
                                                           
25  DEFRA (2012). ONS (2013). 

26  Bloomberg (2014). 

27  Even supply-chains which fully hedged their currency risk would be unable to mitigate more than some 15% of such 
currency movements, on the basis that materials are one third of costs and imports one half of materials. This makes 
the effect upon export prices in line with the effect of a full imposition of the EU’s tariff. On the other hand, currencies 
are volatile whereas a duty rate persists. 

Imports Exports Net imports 

China 31,498      10,542   20,956        

Germany 52,644      31,970   20,674        

Norway 22,388      3,646     18,742        

Netherlands 31,421      24,527   6,894          

Italy 14,325      8,082     6,243          

Belgium & Luxembourg 18,910      14,627   4,283          

Poland 7,422        3,518     3,904          

Japan 8,544        4,921     3,623          

India 6,204        4,664     3,490          

Sweden 9,064        5,757     3,307          

Imports Exports Net imports

Electrical machinery 50,767 24,499 26,268 

Food 37,500 18,200 19,300 

Of which unprocessed 7,100 1,600 5,500 

Other misc manufactures 25,189 11,708 13,481 

Crude oil 28,763 17,897 10,866 

Clothing 14,091 4,466 9,625 

Refined oil 28,591 20,704 7,887 

Fuels other than oil 11,817 4,351 7,466 

Road vehicles other than cars 13,079 7,303 5,776 

Cars 23,077 21,630 1,447 
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Table 10. Avoiding policy errors 

Tactical 

Develop bilateral 

agreements with LEU 
members. 

Desirable piecemeal on (eg) immigration, fishing, but in the nature of things offering no framework 

for general dealings with the LEU or third countries/blocs. 

Piggy-back on TTIP etc Insufficiently ambitious as territorially restrictive. 

Refer LEU/other blocs to 

WTO 
Possible but disruptive, inimical to other options and uncertain of success. Best avoided. 

Suspension of compliance 

with EU obligations or 
contributions. 

Although HMG should take powers to act in this way, including payment in arrears, it should hold 

them in reserve against obstruction, in or out of the conference room by the LEU.  

Procedural 

“Single bill” departure 
Ties with the EU exceed the ambit of “with one bound Jack was free”. Procedural proposals in 

appendices. 

Separate politics from 

trade 

Politically impossible given the referendum vote and legally and administratively  

unnecessary. 

Base on Norway or  

Switzerland 

This chapter shows that such precedents fail to apply and are unacceptable to domestic political 

opinion. The UK is quantitatively and qualitatively more substantial than either template, though 
both have useful model elements. 

Territorial 

EEA/EFTA 
Exclusive reliance is restrictive and unambitious. Can only play a part in the formation of policy, 

but HMG shouldn’t neglect. Territorial proposals in Chapter 4 

Anglosphere 
As EEA/EFTA. 

Essentially a device in a debate internal to the US; atavistic for the UK. 

Commonwealth As EEA/EFTA; nostalgic and unrealistic.  

Trading entrepôts As EEA/EFTA; may serve as models for some purposes. 

Sectorial 

Culture and recreation 

High profile, fiercely lobbied but small. Already globally traded, arguing for policies to tighten up 

global intellectual property rights. Politically more challenging to introduce open markets 
domestically by revisiting public broadcasting bodies. Sectorial proposals in Chapter 5. 

Financial services 
Risk of either over- or under-emphasising. HMG needs to avoid promoting rent-seeking or 

monoculture. On the other hand, it should heed the sector’s pronounced comparative advantage.  

Manufacturing 
Atavistic unless disaggregated forensically. Need to revisit intra-EU integrated supply-chains and 

rebalance away from manufacturing promoted by extra-EU FDI, selling into EU on price.  

Other business services 

Essential not to neglect, as services outside the financial sector are a big part of the story. But 

high-margin manufacturing services by way of spares, repairs and upgrades to hardware and 
software rebalance trade away from the initial supply of goods. 

Technology 
Undoubtedly a growing sector, but unlikely in the foreseeable future to cause enough of a step-
change as to drive policy. 

Tradable education and 
healthcare 

Promises synergies with pharmaceuticals; propelled by demographics and adverse cost 
structures in unreformed delivery systems. But too politically challenging for calculable benefits. 

Source: Authors 

HMG must avoid these errors. This argues for a course that renounces both utopianism 

and atavism. It should focus on objectives that go with the grain of political and economic 

prospects so as to offer an attractive framework to the broadest possible range of 

counterparties, free of the limits of geography, history or partisanship for one or another 

industrial sector. It also calls for a tactical course that can survive hard words, even failure, 

in the conference-room.  

These topics govern the balance of this essay: the examinations of the longlist of 

negotiation issues in Chapter 2 (The GIFT objective) on page 20; the factors governing the 

development of policy on pages 21 to 23; the territorial alternatives facing the UK in 

Chapter 3 (Territorial and departmental policies) on pages 45 et seq; and the costs and 

benefits by economic sector in Chapter 5 (Economic outcome) on pages 53 et seq. 
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(p) Conclusion 

The setting for Article 50 negotiations presents pitfalls and opportunities, which HMG must 

equip itself to navigate with persuasive policies and effective instruments. HMG’s 

objectives are outlined in Chapter 2 (The GIFT objective); and the machinery of 

government required to implement the project is described in Appendix 1. Together, these 

argue that departure from the EU offers the UK an occasion to fashion a principled and 

beneficial alternative that can also serve to animate the best of the country’s 

entrepreneurial energy and generosity.  
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Chapter 2. The GIFT objective 

Covered in this chapter 

 GIFT is the best alternative to EU membership, serving not just the UK 

but every trading nation 

 The key issues for negotiation with the EU are goods, non-tariff 

measures and the UK's financial contribution 

 The UK stance should reflect realities – its comparative advantage in 

services; and principles – trade promotes freedom and wealth all round 

(a) Introduction 

If HMG is to keep faith with the electorate, it needs constructive policies taking the 

referendum result seriously. In this light, the Government should announce that its 

intentions are to reassert national sovereignty – that is, to maximise the reasonable 

freedom of action of UK citizens and the national institutions which serve them. It should 

announce that its policies will take account of the global conditions explored in Chapter 1 

(Setting), observing in particular the obsolescence of post-WW2 trading policies and 

bodies, and the need to engage with the problems of the future – specifically, services and 

non-tariff measures (NTMs). In addressing global and transnational institutions, the nation 

is to be guided by realism and the principled conduct for which it has stood throughout the 

modern era.  

As to trade policy, realism means that the UK will take account of the political, economic 

and institutional setting described in Chapter 1. It requires the UK to develop a framework 

independent of the EU that would survive a collapse in Article 50 talks; and to persuade 

the international community to: 

 recognise the lost tempo of WTO-led global multilateralism, notwithstanding the last 

minute deal in Bali; 

 address the failing legitimacy of harmonisation, so arguing for mutual recognition of 

sovereignty; and 

 engage with the knowable future, thus demand as propelled by demography; 

services as well as goods; and NTMs as well as tariffs.  

Once again as to trade policy, principled conduct means that the UK and its partners 

should choose solutions which: 

 rest on shared interests and mutually respected values; 

 extend beyond the limits of geography or history, offering universal benefits; and 

 promote freedom and prosperity.
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(b) GIFT 

The central proposal of this essay, the Global Initiative for Free Trade, fully addresses the 

UK’s policy requirement. It is an outcome which reflects domestic sentiment; reframes 

points of controversy with the LEU; appeals to third countries; and survives a collapse in 

Article 50 negotiations. It is intended to enable the UK to play a leading part in extending 

trade access globally, opening up markets in services and abolishing non-tariff measures 

without imposing uniformity. The relationship arising with the LEU is set out in Table 11. 

Table 11. Outline of relationship between LEU and GIFT 

 Tariff-free trade in goods between the LEU and 

the UK; open to EEA and third countries/blocs. 

 Institutionalised as multiple bilateral agreements 

as Switzerland, but excluding “guillotine”. 

 Continued operation of selected elements of free 

market in services. 

 Excludes obligations to harmonise regulations. 

 Enfranchises the UK on a basis protecting from 

automatic outvoting see Appendix 2 (Legal and 

parliamentary), Table 59, page 91. 

 Maintains a UK financial contribution to the LEU on 

an agreed formula. 

Source: Authors 

GIFT is intended to draw on the existing template of the multiple but bilateral agreements 

between the EU and Switzerland. The UK should, however, improve on this with voting 

powers on jointly-enforced external tariffs; and dispense with the “guillotine”.28 The UK 

may compare its ability to ratify by simple parliamentary majority to the cumbersome 

procedures of the US or the EU. This is likely to attract third countries/blocs as an unfussy 

basis for trade dealings.  

GIFT will be open to all comers from the outset, for immediate initialling on request, 

offering tariff-free access on imported goods to the UK markets for a limited period; and 

signature (ie, maintenance thereafter) conditional on agreement to reciprocity on goods 

and commitment to timetabled talks on services and non-tariff measures. GIFT also opens 

up markets to less-developed countries: it will replace and augment the UK’s part in the 

Cotonou Agreement, at present covering trade and aid between the EU and 79 African, 

Caribbean and Pacific countries, offering them immediate access to the UK market.  

At this point, little is carved in stone. It is for those launching GIFT to agree arrangements 

for dispute resolution; procedures for new entrants; the character of GIFT’s secretariat; 

GIFT’s legal personality; the initial level and composition of external tariffs, if any, as well 

as protocols for subsequently altering them; procedures for reforming NTMs; and dealings 

with third countries and applicants failing to follow through. 

                                                           
28  This provides that if any agreement fails because one party fails to implement it, the other may terminate all linked 

agreements. Its effect is to undermine the independence of Swiss ratification. 
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Benefits GIFT will reduce UK costs and increase competition to supply British consumers 

and industry, with no adverse effects upon export costs, foreign exchange earnings or 

fiscal receipts. It has been calculated to 

 reduce the cost of imported food by 10% and other delivered imports by 3%;  

 reduce the overall price level by c3% at best and c1% at worst; 

 increase real GDP growth by 25% at best and 6% at worst after five years; and 

 more than reverse the UK’s balance of payments deficit at best and reduce it by 

2.6% percent at worst after five years.29 

In short, GIFT will reduce UK costs and increase competition to supply British consumers 

and industry. It also makes for UK leadership on key twenty-first century issues of foreign 

policy, including relations between states and spreading prosperity globally.  

It is configured to bait the hook for third countries/blocs with access to UK markets, 

encouraging them to commit to the negotiations on non-tariff measures and services which 

are the condition of the offer. Appendix 2 (Legal and Parliamentary) contains Heads of 

Terms for GIFT on page100; its benefits are summarised in Table 12. 

Table 12. Summary of benefits of GIFT 

Article 50 negotiations 

 Communicates a clear direction of travel. 

 Provides the LEU with a constructive outcome. 

 Offers an outcome to minimise disruption all round. 

 Diminishes the need for the tactical guile in 

negotiations which risks disharmony with our 

neighbours. 

 Survives failure: offers a constructive fall-back position, 

should negotiations break down. 

UK’s reputation 

 Relieves UK of the disrepute of involvement in 

pettifogging tit-for-tat trade regimes 

 Relieves UK of the embarrassment of closing/  

restricting markets to LDC exporters. 

 Gives the UK a differentiating foreign policy and 

general reforming stance, in the tradition of 

Wilberforce, repeal of the Corn Laws and Thatcher’s 

privatisations. 

 Animates the idealism of the younger generation – as 

the Common Market did fifty years ago. 

Emerging markets 

 Offers an immediate framework for LDCs, replacing 

the Cotonou agreements and diminishing the costs 

and complications of EU departure. 

 Enhances the demand for agricultural products by 

offering free access to the UK. 

 Enhances demand for entry-level manufactures. 

 Reduces the cost and improves the availability of 

UK services. 

Relations with OECD markets 

 Paves the way for extending free trade in services 

to those trading jurisdictions so inclined.  

 Paves the way to reduce non-tariff measures with 

those trading jurisdictions so inclined. 

UK’s costs of government 

 Reduces the cost of collecting duties. 

 Paves the way to reduce the aid budget. 

 Paves the way for administrative savings by way of 

the pertinent posts/divisions of Treasury, DfID, 

DBIS and FO. 

Source: Authors 

 

 

                                                           
29  Figures sourced as note 2. 
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(c) The longlist of issues 

GIFT stems from the analysis in Chapter 1 (Setting), outlined below. Table 13 summarises 

how the issues sit with the parties to Article 50 negotiations.  

Table 13. Negotiating issues 

Item 
Negotiating importance to 

EU UK 

Defence No No 

Free market in services No No 

Agriculture and fisheries No Yes 

Free market in labour Yes Yes 

Justice No No 

Foreign policy No No 

Energy and environment No No 

Free market in capital No Yes 
   

Non-tariff measures Yes Yes 

Tariffs upon goods  Yes Yes 

Financial contributions Yes Yes 

Source: Authors 

Irrelevant issues 

 Defence: Not an EU competence. The UK should continue with its NATO 

membership, involving itself from time to time in piecemeal exercises with the US or 

France as the situation warrants. Should the LEU want more, it should pay for it. For 

an expansion, see pages 53-54. 

 Free market in services: As already discussed on page 5, although the UK might 

once have hoped for much from this policy, it operates so imperfectly as to be largely 

illusory. All parties have an interest in its principal achievement, the free market in air 

transport, where the UK has no reason not to recognise the LEU as its counterparty; 

for an expansion on the sector, see pages 60-61.On the other hand, the UK should 

revert to bilateral negotiation with individual nations on mutual recognition of 

professional qualifications. The topic is contentious only to the extent of the 

harmonisation for which it has been a pretext, with the Working Time Directive 

particularly objectionable to UK sentiment. For expansion on the sector, see pages 56 

to 60. 

Issues that are off the table 

 Agriculture and fisheries: However salient to the EU the topic might once have 

been, these are off the table for Article 50 negotiations by virtue of the referendum 

“No”. For expansion on the sector, see pages 65 to 66. 

 Free market in labour: Although also off the table, the topic poses challenges for 

everyone. See pages 25, 76, 84-85 and 93 to 94.  
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 Justice: This includes the European Arrest Warrant and the intensifying intrusions of 

the ECJ, all now decisively off the table. Here too, see pages 76, 84-85 and 93 to 94.  

Formal issues  

 Foreign policy: A more-or- less formal matter: after interim arrangements (see page 

37), the UK should secede from EU diplomacy as a matter of course, in the future 

acting independently on the merits of the case, as pages 47 to 50. 

 Energy and environment: Another more-or-less formal matter, though salient in the 

East Midlands and Wales and likely to become so more generally, given the potential 

of fracking.30 Here too, the UK will no longer be bound by the future policies of the LEU 

and past polices should be reviewed on their merits under the process of departmental 

consultation. For an expansion on the sector, see pages 64 to 65. 

 Free market in capital: Although this is high-profile for City interests, it too may be 

seen as a formal matter. It is unlikely to lead to worse than harsh words in the 

conference room, since the LEU negotiating team is bound to recognise it as a lost 

cause. The UK is already close to abandoning passporting, with EU firms obliged to act 

like those from third countries, i.e. to operate as fully capitalised subsidiaries under UK 

regulation, with banks also subject to Basel rules. For an expansion on the sector, see 

pages 56 to 57. 

(d) Shortlist of issues 

Three thorny issues matter to both sides and qualify for Article 50 negotiation. These are 

the tariff regime applicable to goods; non-tariff measures under the EU’s policy of 

regulatory harmonisation; and the UK’s fiscal contribution (including its holdings in the EIB, 

ECB and suchlike). 

Non-tariff measures: These are a heartfelt matter to the UK, with over 40% of those who 

want renegotiation citing “trade regulation” as an issue. But regulatory harmonisation is 

central to the EU approach as a serious attempt to address the problem of non-tariff 

measures. The EU would argue that it is superior to the alternative of mutual recognition. 

This would be because it is fairer (not giving preference to any set of national 

arrangements) and easier and cheaper for suppliers (as it requires only a single set of 

rules to follow). But the EU’s harmonisation principle has been the pretext for much 

baggage, including the employment regulation that people in the UK find so objectionable 

– as evidenced by the “No” vote in the referendum.  

                                                           
30  Opinion poll data as note 15. 
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There are several ways of addressing this. The first, to maintain the current level of 

harmonisation, is excluded by the UK’s “No” vote. The second course is a “clean break”, 

that is, abandoning harmonisation summarily (or after a brief transition). This would please 

some in the UK, but not all. It would also give rise to LEU accusations of “social dumping” 

and the risk of retaliation. Even so, this is what will happen if the negotiating period expires 

without agreement. The third course would be some sort of agreement. This would be best 

facilitated by transitional arrangements, tapering the UK’s compliance from old rules to 

new over a period of time – and preferably in accordance with the principles of GIFT 

described on pages 91 to 92. 

Trade in and tariffs upon goods: This is not an issue which is salient to the UK public 

but it means much to the country’s manufacturing exporters and to LEU suppliers 

exporting to the UK. Table 14 sets out a summary of the EU’s tariff regime. It tells us that 

although the general level of EU tariffs is low, they are largely oriented towards the 

protection of special interests in agriculture and selected domestic industries such as 

clothing and cars. By contrast, the “sin taxes” on spirits and tobacco were originally 

money-raisers, and are now driven by the public health lobby. 

Table 14. Selected EU tariffs, 2012 

Class of goods Level 

Tobacco and  
alcohol products. 

From 26% 
 to 74.9% 

Foodstuffs From 0.1% to 25% 

Footwear From 7% to 17% 

Glassware 11% 

Motor vehicles From 10% to 15.8% 

Consumer electronics From 9% to 14% 

Clothing, cloth products 
and carpets 

From 8%  
to 12% 

Wood products 9% or less 

Metal raw materials and 
subassemblies 

7.5%  
or less 

Ceramic tableware 6.8% 

Raw chemicals  6.5% or less 

Live animals, telephones, 
antibiotics  

0.6% or less  
(sample items) 

Source: World Trade Organisation (2012) 

In addition, the tariffs are singularly complicated: the World Trade Organisation lists 19,266 

line-items to which EU duties apply. These include 9,098 line-items attracting a zero rate 

of duty. So these imports have to submit to the complications of entry documentation, 

despite paying nothing –  effectively a hidden non-tariff measure.31 This complexity and 

protectionism raise the question of how much longer the UK wants to be a party to such 

“tit-for-tat” bargaining for trade access.  

                                                           
31  World Trade Organisation (2012). 
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A clean break will occur if the negotiating period expires without agreement or the talks 

lapse. Taken in combination, Tables 8, 24 and 18 indicate that the level of duties would be 

tolerable to UK exporters, though enterprises immersed in continental supply chains could 

be disrupted. On the other hand, there may be arguments for a “cold bath” to accelerate 

the UK’s adjustment to its new economic circumstances. Even so, negotiators will hesitate 

to embrace such disruptions. 

Another approach would be a Free Trade Association akin to that between the EU and 

Switzerland, Norway or Turkey. These arrangements enable goods to be traded freely 

between jurisdictions who share a common external tariff and apply pertinent EU 

regulations. In return, Norway and Switzerland make a financial contribution to the EU 

budget, but none has a vote on the EU’s external tariffs or internal regulations. However, 

the UK’s “No” vote excludes such an arrangement. Section (e) examines how to overcome 

this with proposals that reframe the issue; and Appendix 2 (Legal and Parliamentary), 

page 86 et seq, explores the institutional details. 

Financial contribution: No-one likes to spend money unnecessarily. Ending our 

remittances to the EU would satisfy the Treasury and the UK’s amour propre. At 2012 

estimates of £15bn gross, £6.9bn net32, the sums are not vast, but they do offend British 

sensibilities – particularly as the UK is the third-largest contributor, representing around 

10% of the EU´s annual budget for 2013. In addition, should the UK cease to have 

dealings with the LEU, their justification dissolves. This may seem to argue for suspending 

contributions immediately, though the UK should beware of the disrepute this might 

engender. In addition, the UK may wish to use the leverage of its contribution to induce the 

LEU to deal fairly. The UK and the LEU may also agree contra-payments for the British 

contribution to European security (see pages 51-52). Finally, the UK will have to revisit its 

involvement in the shareholdings of the EIB to which it has subscribed €1.9bn, and the 

ECB, to which it has subscribed €0.1bn.33  

(e) Longlist of outcomes 

Section (c) specified the issues which were irrelevant, illusory, formalities or off the table. 

This leaves the UK and the LEU to negotiate the three matters discussed in section (d). 

                                                           
32  Allen, Thompson and Dar (2013). 

33  EIB 2010 Financial Report (issued in Q4 2011); Eurosystem National Central Banks’ public websites; European 
Central Bank public website and statutes; European Central Bank Annual Report 2010. Cited in Lyddon (2012), who 
also notes €37.2bn of guarantees to these bodies, which if confirmed would have to be unwound. 
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There are three fundamental destinations for Article 50 negotiations: a reversion to arms-

length dealings; the maintenance of the status quo ante; or some sort of agreement. There 

are, moreover, two methods of reaching each of these destinations: a clean break or 

transitional arrangements. Exploring these alternatives offers insight both into the 

likelihood of talks succeeding and the dimensions of a mutually acceptable agreement.34 

Dismissing those ruled out by the referendum or otherwise inapplicable leaves the eight 

alternatives set out in Table 15, where the two sides move to the combination of outcomes 

shown. 

Table 15. Combinations of negotiating outcomes 

Combination Harmonisation Contribution Trade access Comment 

1 Arm's length Arm's length Agreement Unacceptable to LEU 

2 Agreement Arm's length Arm's length Unacceptable to LEU 

3 Agreement Arm's length Agreement Unacceptable to LEU 

4 Agreement Agreement Arm's length Unacceptable to UK 

5 Arm's length Agreement Arm's length Unacceptable to UK 

6 Arm's length Arm's length Arm's length 
Orderly but sub-optimal 
result 

7 Arm's length Agreement Agreement UK objective 

8 Agreement Agreement Agreement 
Acceptability depends on 
character of agreement 

Source: Authors 

The table shows that combination 6 is certainly better than the disruption consequent upon 

an outright collapse in negotiations. It is worth going for, if both sides can keep their 

tempers in the face of failure on the substantive issues, but it hardly represents success.  

This leaves combinations 7 and 8. The first of these represents the dream outcome for the 

UK, where the country reasserts sovereignty to the fullest extent by reverting to an arm’s-

length relationship with an acceptable agreement on trade access, against the bargain of 

an agreed financial contribution, possibly (like Switzerland’s) earmarked to the East 

European solidarity fund.  

The second is identical but for the concession of some sort of legacy regulatory 

harmonisation. Either could be acceptable to the UK. The question then becomes the 

character of an acceptable agreement. Chapter 3 examines the shortlist of outcomes with 

a preliminary look at probabilities. 

 

                                                           
34  In principle, there are 216 combinations; of these, the 91 involving transitional arrangement to the status quo ante 

may be dismissed as nonsensical. This leaves us with 125 meaningful combinations. The further 61 involving a clean 
break to arms-length arrangements serve as a daunting reminder of the likelihood of the talks failing or lapsing within 
the 24 months set by Article 50 of TEU; they represent some 49% of the outcomes available, though this is not to 
imply a fifty-fifty chance (Chapter 3 (Negotiations) p32 et seq makes a preliminary examination of the probabilities of 
a shortlist of outcomes). A further 37 involving the maintenance of the status quo ante are excluded by the 
referendum “No”. Of the balance of 27, the 19 involving an outright “clean break” may be dismissed as too risky to 
both sides by comparison with the eight remaining alternatives set out in Table 15. 
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(f) Development of policy 

Table 16 summarises the background, taken from Chapter 1 (Setting), to establish HMG’s 

direction of travel. The intended destination is a policy framework that is true to the 

principles outlined at the beginning of this chapter and in line with the political, economic 

and institutional realities. 

Table 16. Proposed direction of travel 

 
Source: Authors 

 Self-determination: This includes the hot-button issues of immigration, police & 

justice, employment, agriculture and fisheries, and trade regulations and 

harmonisation.  

 Immigration: HMG has to balance the popular aversion to immigration (75% of 

those wanting renegotiation cite it as an issue) with longstanding humanitarian 

commitments, imbalances in the domestic labour market and the position of 

British expats living in LEU jurisdictions. It is best reframed under the watchword 

of “sovereignty” and addressed with bilateral negotiations, preceded by a discreet 

exploration of the interests of individual nations and producer groups, as 

discussed on pages 40-42. This should be combined with a British “public 

conversation” presided over by the Royal Commission, which would examine 

Constraint Sub topic EU attitude UK attitude  UK to reframe as 

Self-determination Immigration 
Multilaterally agreed free 
market in labour 

Referendum obliges 
renewed self-
determination 

Mutually recognised 
“sovereignty” 

 Police and justice 
Multilaterally agreed 
harmonisation of 
procedures 

As above 
Mutually recognised 
“sovereignty” 

 Employment 
As above; nb last UK 
government reversed policy 
to opt in to Social Chapter. 

As above 
“Grand bargain” and 
“free trade”. 

 
Agriculture & 
fisheries 

Multilaterally agreed 
solidarity with producers  

As above “Free trade” 

 Trade regulations 
Multilaterally agreed 
harmonisation to dispel non-
tariff barriers 

As above. 
“Grand bargain” and 
“free trade”. 

Coincident 
complications 

US-EU re TTIP and  
US re TPP 

To be determined. 
Engagement with 
counterparties under 
coincident pressures. 

“Sovereignty”, “free 
trade”, and “open 
hands”. 

Reputation 
Honour 
obligations etc 

Treaties are in force till 
renegotiation or lapse. 

Referendum obliges 
renewed self-
determination 

“Grand bargain” 
“free trade” and 
“open hands”. 

 EU precedents 
As above, plus aversion to 
bilateral exercises.  

Article 50 requires the 
Union to negotiate 
"taking account of the 
framework for [the UK’s] 
future relationship with 
the Union" 

“Grand bargain” and 
“open hands”. 

 
Disrepute of tit-
for-tat  

Multilateralism diminishes 
as much of tit-for-tat as is 
possible in the real world. 

Distaste for mean-spirited 
effect of tit-for-tat upon 
most vulnerable nations. 

“Sovereignty”, “free 
trade”, and “open 
hands” 

Economic interests 
Composition of 
GDP, level duties 
etc 

Imperfect progress to free 
market in services reflects 
the best that can be hoped 
for. 

Profound 
disappointment. 

“Sovereignty”, “free 
trade” “grand 
bargain”, and “open 
hands”. 
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immigration and citizenship, discussed in Appendix 1 (Machinery of government), 

pages 84-85.  

 Police and justice: These are off the table for Article 50 negotiation by virtue of 

the referendum “No”. The UK will no longer be bound by European Court 

judgements, with past judgments reviewed under the processes set out in 

Appendix 2 (Legal and parliamentary), pages 92-93. The UK would also defect 

from the European arrest warrant, instead going back to the traditional model in 

which evidence of a prima facie case is required before extradition. The EHRC is 

not an EU body, but to the extent that the referendum “No” signals that it has lost 

popular legitimacy, the Prime Minister should appoint a Royal Commission to take 

evidence in a measured way and report inter alia on the country’s future stance 

towards the EHRC and other treaties infringing the UK’s juridical sovereignty.  

 Employment: This is also off the table by virtue of the referendum, so the Social 

Chapter is to be revoked. Other regulatory harmonisation is to be renegotiated.  

 Agriculture & fisheries: These too are off the table for Article 50 negotiation by 

virtue of the referendum “No”. They have also lost tempo within the EU (though 

the contributions still matter).The attitude of the LEU will vary from country to 

country. This means that, setting aside the issue of contributions, discussed 

below, the topic could be dealt with surprisingly amicably. The UK should seek to 

trade in food at world prices and negotiate access to its waters on a bilateral 

basis. This last largely affects Spain, with whom as it happens there are to be 

parallel bilateral negotiations on UK expats.  

 Trade regulations: As we have seen, trade regulation is a major concern for the 

UK, while regulatory harmonisation is central to the EU approach. HMG should 

address it in negotiation, vigorously promoting GIFT as the best deal for LEU, 

combining a renegotiated contribution, restricted harmonisation and continued 

access for goods.  

Coincident complications: To recap Chapter 1 (Setting), page 11, these include in 

particular the talks between the US and the EU on the TTIP; and the US and Pacific-rim 

nations on the Trans-Pacific Partnership (TPP). HMG is to promote GIFT vigorously with a 

view to capturing the agenda. Article 50 negotiations may also overlap negotiations for 

Scottish independence. 
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Reputation: This includes the issues of the UK’s commitment to honour its obligations and 

respect EU precedents, as well as the disrepute of tit-for-tat trade bargaining. The analysis 

of Chapter 1(Setting), leads to reframing as follows:  

 Honour obligations: HMG should promote GIFT internationally as a preferred 

solution to obligations under the WTO, as well as to commitments to extend the 

economic benefits of trade to LDCs. These idealistic objectives should gather 

much support.  

 Precedents: The Westphalian settlement established the sovereignty of nation 

states within their territory, renouncing external interference. These themes may 

be framed as precedents antedating the EU without undermining it. They provide 

a practical way to minimise disruption and offer a time-limited opportunity for the 

LEU to get involved with GIFT at the start.  

 Disrepute of tit-for-tat: HMG should promote GIFT as a timely and principled 

solution to the fragmentation of global trade liberalisation that offers bi- or 

multilateral conditional access to UK markets  

Economic interests: HMG should formulate policy in light of future requirements rather 

than past circumstances. It should challenge assumptions that national survival depends 

upon trade in manufactures, given that goods no longer make the definitive contribution to 

GDP that once they did; and the evidence that the UK’s comparative advantage lies in 

services. This combines with market dynamics to enable the UK to stand firm in the face of 

threats to cut off EU markets.  

HMG should recognise that these matters add to the complexity of negotiations and 

threaten to reinforce entrenched positions. This argues for policy which would survive a 

failure of negotiation, and which lends itself to descriptions of “sovereignty”, “free trade” 

“grand bargain”, and “open hands”. The immediate policy prescription is for HMG to 

promote GIFT internationally, as maximising access to global markets without 

compromising local standards.  

It should be promoted as the best deal to the LEU, combining a renegotiated contribution, 

restricted harmonisation and continued access for goods, with an opportunity to influence 

the approach from the outset. GIFT allows such policies to be expressed coherently and 

HMG should leave the scheme open to the LEU indefinitely. Meanwhile, and regardless of 

the state or outcome of Article 50 negotiations, GIFT should be offered to other 

countries/blocs.  
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(g) Local alternatives 

Although there are local alternatives to the EU, by way of associations along the lines of 

the EEA/EFTA, the analysis in Chapter 1 (Setting) pages 7 to 9, and summarised in Table 

17, shows that they are politically defective. 

Table17. Agreements between EU and Switzerland and Norway. Selected features 

Issue Norway Switzerland Implications for UK 

Character of agreement 
Single under 
auspices of 

EFTA 

Many bilateral 
agreements  

Swiss model preferable but harder to 
negotiate. 

Trade Free with EU Free with EU Acceptable. 

External tariff At EU rate At EU rate A show-stopper  

Payments
35

 €524m pa €420m pa 
Acceptable in principal provided level 
renegotiated and other matters 
agreed. 

Harmonisation of regulations As EU As EU A show-stopper. 

Enfranchisement on tariffs and 
new regulations 

Nominally 
negotiable; 
actually de 

facto imposed. 

Nominally subject to 
popular approval; 
actually subject to 

“guillotine” 

Enfranchisement on acceptable 
terms essential. 

Involvement in EU comitology Absent Absent 
Involvement in comitology is 
somewhere between highly desirable 
and essential. 

Dealings with third party and 
transnationals 

Directly Directly  Essential. 

Source: Authors 

From an economic point of view, Table 18 shows that the two principal local economies 

outside the EU are more exposed to its markets by at least six times.  

Table 18. EU exports/Local GDP, 2012 
Nation Proportion 
Norway 44.1% 

Switzerland  35.0% 

UK 5.4% 

  
 

Table 19. EU imports/EU GDP, 2012 
Nation Proportion 
Norway 0.4% 

Switzerland 1.0% 

UK 2.0% 

  
 

Source: WTO (2014) 

To take the other side of the coin, Table 19 shows that the EU is twice as exposed to the 

UK as it is to Switzerland. Indeed, the UK represents a forty percent larger market to EU 

suppliers than Norway and Switzerland combined, standing as the EU’s second largest 

market at 13% of EU exports (to the world plus UK) after the US at 15%. This argues for 

the strength of the UK in negotiation. Finally, from a political point of view, such 

arrangements are also ruled out by the referendum “No”, as violating self-determination 

and perpetuating constitutional disenfranchisement. 

(h) Implementation 

The withdrawal agreement should be modelled on the bilateral but multiple Swiss 

arrangements, leading to the Global Initiative for Free Trade which is the UK’s preferred 

                                                           
35 Thompson and Harari (2013). 
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destination. The terms should omit the “guillotine” operating between the EU and 

Switzerland and provide for a vote on one of the bases set out in Table 59, page 91. In 

addition, and like Switzerland, the UK could re-join EFTA so as to maintain trade 

arrangements with Norway, Switzerland, Iceland and Liechtenstein. The arrangements 

with the EU would be bilateral, playing to British notions of sovereignty, whilst those with 

EFTA would be an overtly free trade agreement.  

This approach is likely to run into the impatience already evident in Brussels at the 

prolonged drudgery of negotiating bilateral treaties with the Swiss, as well as the 

interminable grind of dealing with the Brits and their opt-outs. Nonetheless, Clause 1 of 

Article 50 provides that negotiations shall take place “in accordance with [the withdrawing 

Member state’s] own constitutional requirements” and Clause 3 provides that this shall be 

with a view to “an agreement with that State, setting out the arrangements for its 

withdrawal, taking account of the framework for its future relationship with the Union”.36 

This obliges the LEU team to entertain such proposals as may be put forward in good-faith 

negotiations.  

(i) Supporting precedents 

The UK negotiating team needs to overcome the inertia represented by the legacy regime, 

by invoking precedents to overcome the apparent novelty of GIFT.  

On the narrow issue of the UK’s relations with the LEU as discussed above, the UK should 

invoke the precedent of the Swiss arrangement of multiple bilateral agreements. On the 

global regime in trade in goods, the UK should, more ambitiously, invoke the earlier 

precedent of free trade and open markets. On services and non-tariff measures, less 

ambitiously, the UK should invoke the Westphalian precedent, reverting to the gritty 

realism of mutual recognition of sovereignty, without renouncing a rule-based international 

order.  

The negotiating team cannot rely upon intellectual arguments alone. As already noted, 

HMG must appeal to the interests of its interlocutors, sweetening the pill of departure with 

a policy of open hands. Specifically the UK should offer maintained financial contributions 

and policies that minimise disruption to the LEU. GIFT offers faster solutions than 

piecemeal deals to OECD trading partners. And GIFT provides untrammelled access to 

the UK market to emerging exporters. 

 

                                                           
36  Eurlex (2014). 
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(j) Challenges  

This approach poses novel issues for the LEU. It will bridle at the maintenance of a free 

market in services in selected areas (e.g. transport) while the UK simultaneously rejects 

regulatory harmonisation. And there are two constitutional complications.  

 First, it will sit ill with the LEU to enter into a de facto Free Trade Association with 

third countries without controlling the process.  

 Second, the scheme violates the way in which the EU has developed Free Trade 

Associations so far, in effect defending the acquis communautaire by 

disenfranchising FTA members.  

This is aggravated by the UK’s call not only for a vote on the external tariff and but also for 

participation in the EU’s committee structure, where much of the preliminary drafting takes 

place (in EU jargon its “comitology”) as set out in Table 20. 

Table 20. EU Comitology 

Level EU initial position UK response 

Generally 
Follow the precedent of Norway and  

Switzerland, generally as below. 

New “EU-UK Steering Committee” with 

one vote for each side to adjudicate 

issues for UK participation in comitology. 

UK to enjoy right of audience with ECJ 

for noncompliance. 

Formulation of proposals by  

Commission 

Technical inputs welcome in theory, 

but many doors becoming de facto 

shut. 

Access to all commissioners, cabinets 

and paperwork on issues so adjudicated 

by Steering Committee. 

Commission decision before 

transfer to Council and  

Parliament 

The FCO may lobby cabinets of the  

Commissioners as outsiders. 

Reserve the right also to work with 

member states as well as with Brussels 

bodies and personalities. 

Expert working groups within the 

Council of Ministers: 

Observers, possibly with right to speak 

but no vote. 

Vote on issues so adjudicated by  

Steering Committee. 

Permanent Representatives 

Committee, Council of Ministers 

and European Council 

A closed shop for Member states only. 

A one-hour platitudinous exchange 

before key meetings, as Norway. 

Access to all representatives, ministers, 

councillors, cabinets and paperwork on 

issues so adjudicated by Steering 

Committee. 

Source: Authors 

No doubt this is a lot to ask, but not so much as to be ruled out. It offers the benefits of 

minimal economic disruption all round, particularly if sweetened with a “grand bargain” 

embracing a UK financial contribution on a renegotiated basis – also a lot to ask from the 

UK public, given the “No” vote. Above all, if the UK indicates it is committed to GIFT even if 

Article 50 talks break down, the EU will be encouraged to participate in the scheme early 

on, so as to influence policies on dispute resolution, entry criteria, legal personality, 

tariffs/NTMs and treatment of third countries/blocs. 

It need not be disastrous if some negotiating objectives fail. For example, it is no show-

stopper if the UK fails to win everything it hopes for in comitology: this will leave the 
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nation’s exporters no worse off than Apple, Aramco, BHP-Billiton, Boeing, Citibank, 

Disney, Nomura, Samsung, Toyota, Uniqlo, Westfield or thousands of other successful 

vendors into EU markets. But if show-stoppers crystallise, they should be seen for what 

they are. In particular, only by sticking to its intended, principled approach will the UK be 

able to avoid diversion into the unforced policy errors outlined in Table 9, page 15. 

(k) Conclusion 

The proposal of this chapter, a Global Initiative for Free Trade, or GIFT, meets the political 

and economic requirements of the UK as it leaves the European Union. In addition, it 

provides a framework for reinvigorating trade liberalisation, to the benefit of trading nations 

throughout the world. 
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Chapter 3. Negotiations 

Covered in this chapter 

 HMG should state its intentions clearly and work to a realistic timetable 

 The UK’s bargaining position is strong enough to enable it to act with 

confidence in the conference room 

 Negotiators should flush out obstruction promptly and respond 

accordingly 

(a) Introduction 

This chapter sets out the prospects once the UK’s intentions run into the reality of 

continental responses. To some extent, the EU’s objectives will have been tested by two 

years of pre-referendum negotiations aimed at getting the UK the best deal on which to 

stay in, but whose outcome the electorate rejected.  

Throughout Article 50 negotiations, the UK should promote GIFT energetically as a 

beneficial and principled alternative to the EU. It should develop independent relations with 

decision-makers including EU member states and private interests. It should cultivate 

public and professional opinion. And as mentioned previously and expanded in Appendix 1 

(Machinery of Government), Section (h), Interdepartmental working groups, pp81-83), it 

should respond proportionately to obstructionism by the EU, inside or outside the 

conference room. 

HMG should also cultivate the UK’s reputation by taking the high ground from the outset. It 

should instruct its team to commence amicably, demonstrating the UK’s good faith and 

positive intentions. It should state that HMG recognises pressures upon all sides: that all 

have much to lose, in particular mutual free trade in goods. Meanwhile, HMG should make 

no secret of its intentions outside the conference room with, for example, bilateral 

approaches. Once at the table, the team should test for evidence of temporising or 

obstruction and recognise it for what it is. The following analysis shows that negotiations 

are barely likely to end with an agreement. If not, both sides will have to scrabble at the 

last minute for an orderly process of ceasing mutual obligations. At this point, HMG should 

act firmly, while leaving the door open for second thoughts by the LEU. 

Negotiations should be supervised by a cabinet committee, SECEDE (Subcommittee for 

Evaluation, Co-ordination and Execution of Departure from Europe), supported by a 

cabinet of officials appointed by the Foreign Secretary, described in Appendix 1 

(Machinery of government) on pages 77-78. 



After “No” 

Chapter 3 – Negotiations  

- 33 - 

(b) White Paper 

The first element in negotiations will be the issue of a White Paper. This should have been 

drafted before the referendum by a “shadow team” of advisors and seconded civil 

servants, led by a minister of state. Text reflecting legacy Europhile attitudes should be 

kept out of the White Paper, which should follow the outline of Table 21. SECEDE’s 

inaugural task will be to approve and publish the draft.  

Table 21. Outline of White Paper 

Appreciation State intention of HMG to negotiate under Article 50 in an orderly manner, preparing 

country for departure from EU. 

Negotiation and other 
political objectives 

Regularise position of UK in interim period; observer status in TTIP talks, agreement of 

GIFT with LEU, failing which enhanced FTA agreement.  

Promotion of GIFT to third countries/blocs. 

Royal Commission and 
Bill of Rights 

Revisit treaty obligations and rights of UK residents, paving way for UK to revoke accession 

to EHRC under article 58. 

Timing Negotiations to complete within 24 months. 

GIFT to take effect in like period. 

Royal Commission to report in time for current Parliament to consider outcome. 

Source: Authors 

The White Paper should be published as soon as possible after the Article 50 notice is 

served. It should disclose HMG’s intentions, so as to cultivate opinion locally and 

internationally. On the other hand, negotiation tactics do not lend themselves to disclosure: 

moreover at the time of the White Paper they will be conjectural, awaiting the outcome of 

the inter-departmental working groups described in Appendix 1 (Machinery of 

Government) on pages 81 to 82. In any event, the UK will wish to communicate at the 

outset that it takes the prospect of a failure in negotiation so seriously as to be making 

contingency plans for a disorderly departure, as also discussed in Appendix 1 on page 83. 

The White Paper should be realistic, setting a businesslike course between an 

optimistically quick departure from the EU and a pessimistic view that secession can only 

take place over decades.  

The White Paper should be comprehensive. The referendum “No” makes it impossible to 

focus on a political settlement while parking trade issues, with Appendices 1 (Machinery of 

Government) and 2 (Legal and Parliamentary) showing that such a course is unnecessary. 

The White Paper should set the scene for effective action without compromising the UK’s 

position. This can be achieved by any or all of (i) negotiating a taper from the status quo; 

(ii) working with templates; or (iii) selective reform or annulment of legacy regulation as 

described on pages 89 -90 and pages 92-93. 
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Finally the White Paper should animate the idealism of ordinary Britons, particularly 

including the young, with an inspiring picture of the UK’s destination. This should be 

calculated to harness political and popular energies to GIFT as an ambitious, beneficial 

and principled project. It should confront and dismiss the notion that the UK’s options are 

defined by its past, either as formerly imperial or self-exiled from the EU. 

(c) Timetable  

The EU’s timetable calls for the UK to assume the rotating presidency of the EU Council in 

the second half of 2017. Neither the UK electorate nor other EU member states would 

tolerate the UK negotiating secession while assuming EU leadership responsibilities. In 

this light, HMG should ask for the rotation to be altered once the referendum is called, if 

not earlier.  

The central procedural aspect of any secession talks is the duration set by Article 50. 

Once notice is served, a 24-month clock starts ticking. Meanwhile, the EU and third 

countries/blocs have full agendas of their own. The pressure of time threatens the UK’s 

wish to maximise its options. This argues for flushing out the EU’s response to the new 

situation promptly, so as to enable the UK to be ready both in the conference room and 

beyond.  

Article 50 constrains both sides. The cumbersome procedures of EU decision-making will 

challenge the 24 month timetable. Each side will try to use this to undermine the other. 

The EU team will claim that Britain’s demands are too extensive to be agreed without a 

treaty which would break the timetable. The UK will counter that, if the EU wants help 

solving problems of its own making, it must give way elsewhere. And so on. Ultimately the 

matter will be resolved by the EU’s principals, its Member states, as discussed below in 

Section (g), Bilateral underpinnings, on pages 40 to 43. 

Article 50 states that “[the] Council will provide guidelines for the negotiation and 

conclusion of a withdrawal agreement”.37 The Brexit negotiation team should attempt to set 

the agenda with a draft that paves the way for a graduated set of demands, with timetables 

and consequential actions, inside and outside the room. The first two items should be 

procedural rather than substantive, but the UK should press its agenda, declining 

subsequent matters until each is settled in order, one way or the other.  

                                                           
37  Ibid. 
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The analysis below assumes that it does so, though in reality alterations in the agenda are 

not show-stoppers, though they may call for the analysis to be revisited. Nor are the 

procedural demands themselves show-stoppers, but disobliging or antagonistic conduct 

should not be overlooked. And indeed, neither is failure to agree the first substantive item, 

one or another of the combinations 7 or 838 an absolute show-stopper. Should they turn 

out unacceptable, however, only one topic remains for discussion: combination 6, 

transitional arrangements leading to the cessation of mutual obligations. Should this too 

prove impossible to agree, talks fail definitively.  

The recommended sequence is intended to flush out disabling obstruction well before the 

expiry of the negotiating period so as to maximise the adjustment time available to the UK. 

Each demand is intended to obtain an important objective and the sequence is intended to 

ease the achievement of them all. Even so, our analysis shows that this is a stretch. 

The proposed timetable set out in Table 22 is indicative, simplified and to be varied as 

events develop. For example, according to the team’s earlier experiences, it may decide 

that past obstruction should be seen as grounds to compress future timetables.  

Table 22. Negotiation timetable 

Monday after notice served 12 June, 2017 

Three months preparation 12 weeks 

Negotiations begin 4 September, 2017 

Negotiate for observer status at TITP talks 4 weeks 

Deadline 2 October, 2017 

Negotiate for standstill agreement 8 weeks 

Deadline 27 November, 2017 

Negotiate for GIFT 27 weeks 

Deadline for negotiation of principle 4 June, 2018 

Negotiate details 53 weeks 

End of period 10 June, 2019 

If principle of GIFT unagreed  

Negotiate for transition 18 weeks 

Deadline for negotiation of principle 8 October, 2018 

Negotiate details 35 weeks 

End of period 10 June, 2019 

Source: Authors 

Note, moreover, that full preparation by 4 September 2017 is unnecessary, as negotiations 

begin with procedural matters. These are set to consume up to a further twelve weeks, 

which is usable to complete groundwork on substantive topics.  

The central objective is to avoid wasting time, reputation, resources and energies in talks, 

if the chance of success – on our analysis, always a challenge – falls below a necessarily 

                                                           
38  As set out in Table 15 on page 24, embracing transitional arrangements to GIFT or failing that an FTA. 
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subjective threshold; and to manage expectations accordingly, while avoiding the UK 

becoming demonised as committed to failure. Throughout, the negotiators should steer 

clear of the bear traps set out in Chapter 1 (Setting), Section (m) (Reputation), p12; and 

their political masters need to avoid the unforced policy errors outlined in Table 9, page 15. 

(d) Sequence of events 

Schematic 4 shows procedural matters 

with the UK negotiation team first seeking 

observer status for the UK at the TTIP 

talks. The discussion in Chapter 1, 

(Setting), page 11, shows that these may 

well remain underway in mid-2017. The 

UK can reasonably claim an interest in 

trading arrangements between its biggest 

partners. The structure of a deal may, 

moreover, lend itself as a template for 

HMG in its dealings with both sides. This 

would amount to grandfathering a deal 

should Article 50 talks break down. On the 

other hand, this may antagonise the LEU 

as providing an easy out for the UK, with 

the topic providing a useful test of the 

LEU’s mood. The agenda should allow 

four weeks for these discussions. Failure 

to agree may qualify for the proportionate 

responses described in Appendix 1 

(Machinery of Government) on pages 81-

82.  

Schematic 4. Flow-chart of 
 procedural negotiations 

 

 
 

Source: Authors 

Standstill Agreement The UK negotiation team should then seek a Standstill 

Agreement as set out in Table 23. This would be to confirm the operation of trading 

agreements together with a derogation should the UK have suspended the Social Chapter 

or suchlike obligations; as well as to provide for orderly conduct within the EU, as also 

(where the UK is a party) dealings between the EU and third countries. 
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Table 23. Heads of Standstill Agreement 

 Permits trading etc on both sides as status 
quo ante. 

 Suspends application of further regulatory 
harmonisation to UK. 

 Protocols for the UK’s interim dealings with 
the EU, internally (comitology) and externally. 

 Freezes UK financial contributions at 
2017 levels. 

 Agrees non-enforcement (if not 
derogation) if the UK has suspended 
the Social Chapter, Working Time 
Directive, etc 

 Freezes actions against HMG at ECJ. 

Source: Authors 

This virtually invites the EU to counteroffer an extended deadline.39 If so, the extent to 

which the counteroffer is pressed will signal the quality of the EU’s commitment to 

negotiate within the Article 50 timetable. In any event HMG should not be drawn into an 

extension of the overall negotiating period, allowing no more than a further eight weeks for 

discussions on the standstill agreement as offered. Here too, failure to agree would qualify 

for a proportionate response by the UK, as well as an acceleration of contingency plans for 

a clean break. 

GIFT Schematic 5 shows the UK negotiation team then turning to substantive 

matters. To recapitulate, the UK is after either combination 8 or 9 as set out in Table 15 on 

page 24, configured to embrace GIFT. At this point, negotiators will wish to revisit pre-

referendum talks. The hurdle is that such a regime is only attainable if both sides give up 

the cherished positions described above. So the UK needs to steel itself to conceding the 

principle of a contribution, without allowing itself to be blindsided or bounced into anything 

less than relief from harmonisation and enfranchisement on satisfactory bases.  

                                                           
39  The definitive text of TEU at Eurlex (2014) shows that an extension of the negotiating period is contemplated by 

Article 50, Clause 3. 
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Schematic 5. Flow-chart of substantive negotiations 
 

 

Source: Authors 

The negotiating team needs to flush out promptly whether GIFT is in prospect. Should the 

LEU immediately come up with a dusty answer, the agenda should allow for one third of 

the balance of the timetable to be devoted to trying to talk them round. As stated this is a 

lot to ask, so a rejection is not to be seen as antagonistic or disobliging; on the other hand 

it needs to be flushed out in good time for the UK to initiate negotiations for an FTA, if not 

transitional arrangements to arms-length relations. Even if the LEU turns GIFT down, it 

combines with the UK’s relative ease of decision-making by simple parliamentary majority 

to attract third countries/blocs. This leaves it open to second thoughts on the part of the 

LEU, once passions die down. 
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Enhanced FTA The UK’s fall-back objective is an enhanced FTA. This will appeal to the 

EU negotiators who will see it as a stalking horse for the agreement of the unsatisfactory 

arrangements that the EU has succeeded in negotiating with Norway and Switzerland. The 

negotiating team must then avoid being manoeuvred into similar circumstances.  

(e) Challenges 

The course set for the negotiation team throws up challenges, where UK demands may be 

perceived as inflammatory or may lend themselves to representation as failings in good 

faith. The UK should respond as shown in Table 24, forcibly rebutting any such notions in 

the conference room and the public arena. 

Table 24. Negotiation challenges 

Topic Response 

Prematurity and lack of solidarity in seeking observer 
status in TTIP negotiations 

Plain good sense to recognise that all three parties need 
to prepare for conditions applying after Article 50 expires 
and UK secedes. 

Inconsistency and “social dumping”, in seeking a standstill 
agreement, after the UK has taken powers to suspend 
compliance with Social Chapter and revoke CAP etc at 
end of period. 

The public has spoken on these issues and HMG has 
made no secret that it would accept its verdict. 

“Cherry-picking” in rejecting principle of regulatory 
harmonisation while seeking to maintain free market in 
transport. 

As above. Transport is the main aspect of the free 
market in services which actually works. It offers benefits 
all round. Why abandon it? 

Breaking precedent in seeking a vote on external tariff in 
an FTA with the EU. 

Economic ties between the LEU and the UK are so 
substantial as to justify revisiting precedents, particularly 
if the UK concedes the equally inflammatory principle of 
a financial contribution. 

Bringing third parties into the GIFT breaches the EU tariff 
wall/undermines EU standards. 

Goods entering the UK could be radio-marked to prohibit 
re-export. Or the EU could eat the minimal effect. Or a 
bargain could be struck. In any event, exporters wishing 
to sell into LEU markets would have to comply with its 
standards. 

Source: Authors 

(f) Multilateral underpinnings 

The UK should be able to withstand these challenges, taking comfort in the underlying 

strength of its negotiating position. Table 25 sets out the EU’s largest suppliers. It shows 

that the UK is the fourth largest supplier, growing at 12% pa over the last two years. 

Table 25 EU – Imports of goods, 2010- 2012 – €m 
  2010 2011 2012 Gr pa 

Imports into EU from   1,696,490 100.0   1,907,214 100.0   1,977,288 100.0 16.6%  

China 1 282,509 16.7% 1 293,692 15.4% 1 289,927 14.7% 2.6%  

Russia 4 160,709 9.5% 2 199,922 10.5% 2 213,257 10.8% 32.7%  

USA 2 173,067 10.2% 3 191,515 10.0% 3 205,794 10.4% 18.9%  

UK 3 165,447 9.8% 4 183,007 9.6% 4 185,233 9.4% 12.0%  

Switzerland 5 85,228 5.0% 6 93,202 4.9% 5 104,544 5.3% 22.7%  

Norway  6 78,981 4.7% 5 93,813 4.9% 6 100,437 5.1% 27.2%  

Japan 7 67,258 4.0% 7 69,229 3.6% 7 63,813 3.2% (5.1%) 

Turkey 8 42,397 2.5% 8 48,143 2.5% 8 47,812 2.4% 12.8%  

South Korea  9 39,391 2.3% 10 36,175 1.9% 9 37,861 1.9% (3.9%) 

India  10 33,308 2.0% 11 39,683 2.1% 10 37,295 1.9% 12.0%  

Note: EU includes extra EU 27 plus UK 
Source: WTO (2014) 
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Table 26 sets out the EU’s largest markets. It shows that the UK is the second largest 

market, growing at over 17% pa over the last two years. In effect, the UK is far more 

important to the EU as a market than as a supplier. 

Table 26 EU – Exports of goods, 2010- 2012 – €m 

  2010 2011 2012 Gr pa 

Exports from EU to   1,576,952 100.0   1,792,171 100.0   1,941,119 100.0 23.1%  

USA  1 242,451 15.4% 1 263,791 14.7% 1 291,901 15.0% 20.4%  

UK 2 216,893 13.8% 2 232,832 13.0% 2 254,609 13.1% 17.4%  

China  3 113,426 7.2% 4 136,372 7.6% 3 143,876 7.4% 26.8%  

Switzerland 4 110,401 7.0% 3 139,631 7.8% 4 133,342 6.9% 20.8%  

Russia  5 86,134 5.5% 5 108,355 6.0% 5 123,266 6.4% 43.1%  

Turkey  6 61,747 3.9% 6 73,096 4.1% 6 75,200 3.9% 21.8%  

Japan  7 43,948 2.8% 7 49,018 2.7% 7 55,490 2.9% 26.3%  

Norway  8 41,914 2.7% 8 46,678 2.6% 8 49,822 2.6% 18.9%  

Brazil  10 31,466 2.0% 10 35,752 2.0% 9 39,595 2.0% 25.8%  

India  9 34,866 2.2% 9 40,558 2.3% 10 38,469 2.0% 10.3%  

Note: EU includes extra EU 27 plus UK 
Source: WTO (2014) 

These tables convey the economic importance of the UK to the EU and should encourage 

HMG to develop ambitious objectives and tactics. Major exporters of EU goods, from 

agriculture to precision tools and motor vehicles, will retain a lively interest in maximising 

their share of the EU´s second largest export market.  

(g) Bilateral underpinnings 

The negotiation team needs to prepare for the worst case, where the negotiators fielded by 

the EU offers nothing. The UK will make most headway if its efforts in the conference room 

are supported by preliminary or parallel agreements, possibly sotto voce, with the EU’s 

decision-makers, by way of its member states. Table 27 illustrates that such agreements 

are readily identified, as every member state has a lively interest in maintaining free trade 

with the UK.  

Whilst EU negotiators may huff and puff, in the final analysis their masters, the 

Commission, will be guided by the EU’s Member states, who in turn will heed their major 

producer-interests. Table 27 makes it clear that access for manufactured goods is but one 

of many negotiating points, with European service suppliers – several state-owned –

benefiting from the UK’s adherence to EU public procurement protocols. It may make 

sense for the UK to sound out (eg) BMW or Deutsche Bundesbahn directly, but is not 

essential. Continental suppliers will be paying attention to the UK’s arguments even if not 

made directly, and will lobby for an amicable arrangement. No other response is to be 

expected from EU industry, particularly if Continental Europe is still facing weak markets. 

HMG should be alert to the manoeuvring room of the LEU negotiating team, should red 

lines be approached. For example, it should encourage those member states so inclined to 

press for the UK voice in comitology discussed in Chapter 2 (The GIFT objective), Table 



After “No” 

Chapter 3 – Negotiations  

- 41 - 

20, page 30 and associated commentary, with Table 27 showing most EU Member States 

favouring it. This would be the preliminary to achieving the precedent-busting principle of 

enfranchisement on acceptable terms. Without this no agreement is acceptable to the UK. 

Table 27. Bilateral negotiating objectives 

Counterparty UK’s objectives Counterparty nation’s objectives 

Germany 

Access for manufactures 

Equal treatment by BaFin of German 
banks etc operating in London  

Equal treatment of UK banks, airlines 
and other FDI operating in Germany 

Untrammelled supervision by UK 
regulators of German banks etc 

Access for manufactures 

Equal treatment of German banks, insurance companies, 
railway franchisees, car manufacturers and other FDI by UK 
authorities 

Continued UK voice in comitology 

France 

Equal treatment of UK retirees and 
other expats by French authorities 

Otherwise as Germany 

Access for agricultural products and manufactures 

Equal treatment of French banks, insurance companies, utilities, 
railway and bus franchisees, public service contractors, car 
manufacturers and other FDI by UK authorities 

Equal treatment of French expats by UK authorities 

Spain 

Equal treatment by Banco de España 
of Spanish banks etc operating in 
London 

Equal treatment of UK banks, other 
FDI by Spanish authorities 

Untrammelled supervision by UK 
regulators of Spanish banks etc 

Equal treatment of UK retirees and 
other expats by Spanish authorities 

Access for agricultural products and manufactures 

Equal treatment of Spanish banks, other FDI by UK authorities 

Equal treatment of Spanish expats by UK authorities  

Access to UK waters for fishing 

Continued UK voice in comitology 

Italy 
Access for manufactures 

Otherwise as Spain 

Access for agricultural products and manufactures 

Equal treatment of Italian banks, other FDI by UK authorities 

Equal treatment of Italian expats by UK authorities  

Continued UK voice in comitology 

Benelux 

Access for manufactures including 
transhipment via Rotterdam 

Equal treatment of banks etc operating 
in London by Benelux authorities  

Untrammelled supervision by UK 
regulators of Benelux banks etc 

As Germany 

Scandies 

Access for manufactures 

Equal treatment of UK banks, other 
FDI by Scandy authorities 

Untrammelled supervision by UK 
regulators of Scandy banks etc 

As Germany 

Poland/other  
C Europe 

As Scandies 
Equal treatment of expats by UK authorities 

Continued UK voice in comitology 

Source: Authors 

If negotiations fail, both sides may be expected to scrabble for transitional arrangements 

leading to the cessation of mutual obligations, rather than an out-and-out clean break. 

Transitional arrangements should not prove controversial: after all, they reduce disruption 

on both sides. Even so, the UK needs to learn promptly whether the concept is acceptable 

to the LEU. It should be raised as soon as it becomes clear that an acceptable FTA is off 

the cards. 

Long before this occurs, HMG should have made it abundantly clear that it has prepared 

for a disorderly breakdown of negotiations so as to convey the seriousness of its 



After “No” 

Chapter 3 – Negotiations  

- 42 - 

intentions; see Appendix 1 (Machinery of Government), Section (h) (Interdepartmental 

working groups) page 83. 

(h) Shortlist of outcomes 

The schematics below present a tentative and simplified view of negotiation outcomes, 

with probability-trees exploring alternative paths with some rough-and-ready figures. To 

avoid spurious precision, alternatives are simplified as certainty – 100%; more likely than 

not – 75%; and a coin-toss – 50%. These are multiplied to produce outcomes rounded-up 

to whole percentages. 

Principle of GIFT agreed. Schematic 6 examines the position if the EU negotiators agree 

the principle of GIFT at the outset. Although the scheme has much to be said for it, the 

analysis above shows that it challenges cherished positions on both sides. The UK’s 

proposals are likely to include elements which the UK will have sought and the EU rejected 

during the negotiations leading to the referendum. The default response of the EU team 

will be to manoeuvre the UK towards the unhelpful precedents of Norway or Switzerland. 

In addition, the multiple decision points and haggling culture of the EU prevent early 

settlement. This argues for a deadline: our assumption is that the UK negotiation team 

should abandon the conference room if no agreement of principle is forthcoming at the end 

of one third of the balance of time remaining, 27 weeks.  

Schematic 6. Probability-tree for GIFT 
principle agreed at outset 

 

Source: Authors 

If, however, the LEU does accept the principle, the team will turn to obtaining acceptable 

terms, involving voting rights, transition periods, positions of third countries in existing 

FTAs, and possible EU constitutional matters. Given the good start, it is more likely than 

not that acceptable terms will eventually be negotiated, leading to three chances out of 

four of an agreed GIFT.  

Schematic 7 illustrates the probability of the LEU reconsidering GIFT, after initially turning 

it down. This should be seen as a coin-toss, though the EU will be keen on orchestrating 

such talks with a view to a Norwegian solution. If the UK’s negotiators are able to talk the 

LEU agrees principle of GIFT at outset Y

25%

LEU agrees acceptable GIFT Y N

75% 25%

Outcomes (muliplication of tree above) Total

Scenario 1: GIFT 19% 19%

Scenario 2: FTA with EU

Scenario 3: Negotiations fail 6% 6%

For N see 
schematics  4, 5
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other side into revisiting GIFT, the chances of eventual agreement are another coin toss, 

leading to equal chances of success or a collapse in negotiations. 

Schematic 7. Probability-tree for GIFT  
principle agreed after negotiation 

 
Source: Authors 

Principle of GIFT rejected. Schematic 8 examines the position if the LEU negotiators 

reject the principle of GIFT either at the outset or after negotiation, leading the UK to 

propose an enhanced FTA, that is with enfranchisement on acceptable terms and access 

to comitology, and no legacy harmonisation obligations. This is unlikely. This leads to the 

subsequent probabilities arising if the LEU also rejects the principle of an enhanced FTA at 

the outset – a coin toss; and agreeing to it after negotiations over a further third of the 

(reduced) balance of the timetable – more likely than not once the principle has been 

accepted. Should agreement not occur, talks lapse – presumably with some last-minute 

scrabbling to achieve an orderly rundown of obligations. Should talks continue, agreement 

is more likely than not. Overall, these sequences lead to slightly under one chance in two 

of an enhanced FTA. 

Schematic 8. Probability-tree for FTA  

 
Source: Authors 

Table 28 sums the probability-tree outcomes for an overall result. It shows that some sort 

of agreement is more likely than not – to put it another way, at 45% a collapse in talks is 

less likely than any kind of agreement. Out of the 55% chance of an agreement, the most 

likely outcome is the GIFT, at 68%.  

 

 

LEU agrees principle of GIFT at outset N

75%
LEU agrees principle of GIFT after negotiation Y

50%

LEU agrees acceptable GIFT Y N

50% 50%

Outcomes (muliplication of tree above) Total

Scenario 1: GIFT 19% 19%

Scenario 2: FTA with EU

Scenario 3: Negotiations fail 19% 19%

For Y see 
schematic  3

LEU agrees principle of GIFT N

38%

LEU agrees principle of enhanced FTA Y N

25% 75%

Y N

50% 50%

LEU agrees enahanced FTA Y N Y N

75% 25% 75% 25%

Outcomes (muliplication of tree above) Total

Scenario 1: GIFT

Scenario 2: FTA with EU 7% 11% 18%

Scenario 3: Negotiations fail 2% 4% 14% 20%

LEU agrees principle of 

enhanced FTA after negotiation

For Y see 

schematics  3, 4
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Table 28. Sum of probability-tree outcomes 

 
Source: Authors 

This preliminary analysis of probabilities is consistent with the caution as to the chances of 

negotiating success, falling out of the longlist of outcomes discussed in Chapter 2 (The 

GIFT objective), page 23 -24. 

(i) Conclusion 

This analysis of negotiation processes and strategies recognises that negotiations could 

well break down. It argues for promoting GIFT energetically as a position which benefits 

both sides and survives a failure in negotiations. This offers both a framework for a return 

to the LEU once passions cool; and a catalyst for immediate dealings with third 

countries/blocs. It gives the UK a position which occupies the high ground, while fully 

reflecting the nation’s interests and principles. The challenges faced by our negotiators 

also argue for managing expectations among the constituencies formed by the public, 

opinion-formers, the City, industry and the international community.  

 

 

6 7 8 Total

Scenario 1: GIFT 19% 19% 38%

Scenario 2: FTA with EU 18% 18%

Scenario 3: Negotiations fail 6% 19% 20% 45%

Schematics
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Chapter 4. Territorial and departmental policies 

Covered in this chapter  

 Departure promises political benefits: repatriation of regulatory powers 

will be positive and popular 

 It also enables the UK to renew global links and promote the benefits of 

open trade with GIFT 

 Stability, defence, justice and regional issues pose few challenges; 

what matters is direction and administration 

a) Introduction 

This chapter explores the costs and benefits of leaving and the territorial and departmental 

policies arising. It argues that there is no reason for the UK to focus on one region to the 

exclusion of others: GIFT is intended to be universal. The chapter goes on to identify 

policies to minimise the shock – if any – of departure. It sets out the departmental actions 

to be supervised in the aftermath of departure by SECEDE, whose composition and 

responsibilities are described in Appendix 1 (Machinery of government) on pages 72-73.  

b) Costs of departure 

Policy issues bearing upon the outlook for the UK following departure from the EU may 

embrace any or all of the following. 

 Uncertainty arising out of the transitional period (though this is more likely to take 

the form of late-night discussions in boardrooms than palpable loss of output).  

 

If properly briefed, business leaders will appreciate that out-and-out treaty 

abrogation is off the cards, and that the UK plans to conduct itself in an orderly 

fashion both to cultivate international reputation and minimise local disruption.  

 The cascade of requirements for piecemeal renegotiation of trade deals inherited 

from past decades of EU membership, as well as similar piecemeal renegotiation to 

take account of the effects of changes in the UK’s relationship with other countries.  

 

It is likely, however, that UK relations with the LEU will improve once the UK ceases 

to be the ghost at the EU feast. The implementation costs of departure are notional: 

civil servants’ salaries are already committed and there is no real opportunity cost. 
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 Possible costs to the Treasury from lost receipts from employment, income, VAT 

etc, and from volatility due to the underlying threats addressed in detail below. 

Although the literature settles on trade elasticities of unity40, this does not rule out 

volatile changes in flows. Withdrawal may delay or cancel foreign direct investment 

(FDI) from existing sources though it may equally be expected to attract FDI from 

new territories and sectors, attracted to new markets.41 

 As to domestic political sentiment, the dangers of departure from the EU, talked up 

by unions and human rights lobbies. Consumer confidence depends on the 

immediate political climate.  

 

From a policy point of view, there is a balance between tamping down the domestic 

temperature to avoid populist excesses and cranking it up to convey to the LEU our 

inability to give ground. The evidence is that consumers take little account of 

political shocks, so turbulence in Westminster or Brussels is unlikely to work 

through to the economic figures.42 

In the long run, the outcome depends upon good luck and good management, in particular 

a well-chosen and effectively-articulated direction of travel and painstaking administration. 

This means that HMG needs to promote GIFT domestically with a view to harnessing the 

energies and idealism of new generations, very much as the Common Market did in the 

                                                           
40 In other words, for every percentage change in output for a given sector, there is an equal percentage change in 

trade in that sector. 

41  Thompson and Harari (2013) capture this in their report to the House of Commons. 
“…membership of the Single Market should stimulate inward investment in the UK from outside the EU, since 
by doing so, they can access 27 other EU markets tariff-free. The choice of foreign car manufacturers, including 
Honda, Nissan, BMW, Toyota and General Motors, to locate in the UK, is often cited as an example of 
companies locating in the UK as a bridgehead to other EU markets.  

In a survey of 2,272 multinationals, the UN Conference on Trade and Development found that size of the local 
market was the most important criterion determining the location of FDI for both the manufacturing and services 
sectors, and the third most important for the primary sector. This would suggest that EU membership plays an 
important role in determining investment decisions. However, the results of the Ernst and Young UK 
Attractiveness Survey on this issue are more equivocal: 72% of companies interviewed in North America 
thought reduced integration with the EU would make the UK more attractive as a destination, against 38% of 
those interviewed in Western Europe. 

On the whole, it is reasonable to conclude that membership of the Single Market is one of a number of 
important determinants of FDI; but outside the EU, the UK may be able to establish a regulatory regime more 
favourable to overseas investors that could offset the effect of its departure. In particular, the UK would regain 
competence to negotiate international agreements on foreign direct investment with third countries, something 
which it has not been able to do since the Lisbon treaty entered force in 2009.” 

42 Klein and Ozmucur (2002) present data shown below which establishes that 9-11 had no effect on consumer 
expenditure in the US. 

 2001 2002 

 Jan Apr Sept Oct Nov Dec Jan Feb Mar 

UBS Index of optimism 74 76 50 86 84 88 115 92 121 

Consumer expenditures, (% change) 0.3 0.1 (1.2) 2.3 (0.2) 0.3 0.4 0.5 0.2 

Real disposable income (% change) 1.8 1.9 (0.7) (2.4) 0.1 0.4 1.7 0.6 0.3 
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post-war period; and that SECEDE should initiate the procedures set out in Appendix 1 

(Machinery of Government), page 71 et seq.  

c) Benefits 

On the supply side, the benefits of departure arise out of reduced regulation or other 

economic distortions, as well as from new sources of supply. Policy makers should be 

realistic: no advanced nation can do without regulation and it is worth heeding transatlantic 

critics of Washington’s officiousness, from whom we learn that over-regulation is 

objectionable whatever its source.43 In addition, impact assessments on the costs of EU 

regulation may neglect the benefits of a single set of EU rules (or safety standards or 

environmental regulations) and hence overstate the net cost.  

Even so, the policy point is that UK regulators should be in a position to use such 

discretion as they retain under international standard-setting treaties or as repatriated, to 

strike a balance serving UK interests.44 This has most immediate application to the finance 

sector as discussed on pages 56-57 and the oil sector as discussed on pages 64-65. It 

also promises a positive popular response to cheaper food and among farmers in general, 

who will welcome reduced regulation even at the cost of increased imports from outside 

the LEU.  

Relief from labour-market distortions also enters the agenda, whether of domestic origin as 

bearing upon the culture and recreation sector and discussed on page 43; or stemming 

from the EU as bearing upon the technology sector and discussed on page 47. Other 

benefits include cheaper or better labour, materials, capital or methods from overseas 

sources plus improved access to new markets, explored in territorial options below.  

d) Territorial options 

 Other Europe: Exclusive reliance upon other European trading partners would be 

restrictive and unambitious. The whole of Europe outside the EU has exports little 

more than the UK itself ($782bn vs $752bn), and the region’s orientation to services 

is even lower than the EU’s, at 25.7%. In addition the political examples of Norway 

and Switzerland are ruled out by the referendum as discussed earlier in Chapter 1 

(Setting) on pages 8-10. HMG should not neglect the region but it can only play a 

part in the formation of policy. 

                                                           
43  For example, see Hahn and Litan (2005). 

44  See page 51 for a brief review of international standard setting; and Appendix 2 (Legal and parliamentary) pp89-90 
for proposals to reform. 
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 United States: On the face of it, the US is an attractive partner for the UK with 12% 

of world trade (EU excluding UK – 13.8%; China – 12.4%). Since the subprime crisis, 

US growth in goods exports has accelerated from the trend 8.4% pa to 10% pa, 

largely on the revival in hydrocarbons. Services represent 28.7% of overall exports. 

The two nations share a community of language and institutions and three-quarters 

of a century of joint political and military campaigning. On the other hand, the US 

poses political challenges, with its long-standing political commitment to European 

integration and its focus on economic integration policies in Latin America and the 

Pacific. Even so, the coincident transatlantic trade talks bring the UK’s position to the 

fore and regardless, the UK will retain its role as the natural entremetteur of ideas 

and institutions between the US and Europe. 

 The Commonwealth: Here too, exclusive reliance is restrictive as well as unrealistic. 

At first sight, the figures look encouraging, with the seven Commonwealth countries 

present in the top forty exporters representing 14.5% of global trade. Growth in 

goods trade has been strong at 11% pa over the last ten years and 10% pa since the 

subprime crisis. Services have been stronger overall at 12.5% pa but less strong 

since the subprime crisis at 7% pa. Overall services represent 19.8% of the group’s 

trade but this masks great variation. For example India shows 34.2% on support 

services and remittances versus 14.6% for raw materials-oriented Canada. It is not 

clear how to treat the 3.6% represented by re-exports from the entrepôts of Hong 

Kong and Singapore. This may be seen as a signal of the trading opportunities open 

to free ports; on the other hand, this represents trade which may not be sticky.  

From a political point of view, there is insufficient evidence that this group has an 

appetite for exclusive trading. Nonetheless a scheme which is open to all should 

excite the ambitions of the more dynamic. Policy-makers will also be aware that 

many Commonwealth nations define themselves by their independence from Britain. 

(So too, the US for that matter.) Thus, any sub-continental gathering of admirers of 

the common law will include some also dwelling on the “Brutish Empire”. The 

awkward truth is that few in the Commonwealth seek orchestration from London. All 

in all, it can play a part and HMG shouldn’t neglect it, but on its own it is no panacea 

for the UK’s trading interests. 

 The Anglosphere: This concept conflates the US and Commonwealth countries – a 

useful rhetorical device for American foreign policy, but combining a diverse set of 

economies. There is a danger that lines of reasoning which rely on the disproportion 
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of English-speaking countries in economic trade and output mask three unrelated 

facts: the US is large, India is growing and the UK is the subject of the argument. The 

paragraphs above make the case that while both the US and the Commonwealth are 

a necessary part of the UK’s trading policy, neither is sufficient. This also applies to 

them in combination.  

Because Anglophone nations are said to enjoy comparative advantages in 

technological development, the concept is sometimes linked to the “singularity”, a 

hypothetical technological utopia, popularised by Google’s Engineering Director, Ray 

Kurzweil.45 If the political notion is best seen as unambitious, then the technological 

hypothesis is too remote for practical purposes. The latter is revisited briefly in the 

discussion of policy for the technology sector on page 64. 

 China: With 12.4% of world exports, the country’s extraordinary episode of premium 

catch-up growth seems to be drawing to a close. Exports have fallen from a 15-year 

trend compound annual growth rate of 19.9% to 13.5% since the subprime crisis. But 

the recent third plenum purports to address China’s problems, with a move to boost 

domestic consumption and services. The country represents a great opportunity for 

the UK, most immediately in luxury goods and finance, then extending to other goods 

and services. It may serve the UK to involve itself in the TPP. 

 Japan: In an extraordinary reverse for those raised on the spectre of Japanese 

industrial dominance, the country has become an economic dystopia with collapsing 

demographics and prices. It seems to be largely played out as a source of innovative 

consumer goods or path-breaking FDI, though its distress may open it to proposals 

which promise to get it off the bench. It certainly continues to demonstrate how to sell 

upmarket goods into protected markets, with 5.2% of world exports, but growth in 

exports has fallen from 6.9% pa overall to 1.8% since the subprime crisis. An 

approach from the UK – as any serious proposal– is bound to be heeded in Tokyo.  

 BRICs and others: These no longer qualify to be treated as a unity, disaggregating 

into sclerosis (Brazil, losing 550bps of annual growth in exports since the subprime 

crisis), social turmoil (South Africa, losing 750bps of annual growth in exports) and all 

of the above plus corruption (Russia, shielded until this year by the oil price, lost but 

220bps of annual growth in exports, but with only 9.9% of export revenues coming 

                                                           
45  Kurzweil (2005) introduced the term to a general audience. Bennet (2004) argues that the comparative advantage of 

the UK and the US in the technologies leading to the singularity is one of the reasons for them to associate 
themselves economically. 



After “No” 

Chapter 4 – Territorial and departmental policies 

- 50 - 

from services). Neither this group, nor the subsequent coinage, MINT (for Mexico, 

Indonesia, Nigeria and Turkey), forms a coherent basis for trade policy. 

e) Other territorial issues 

 Ireland may be expected to face adjustment, something for which it seems to have a 

profound and admirable capacity. Irish exceptionalism makes it unlikely that it would 

join the UK in leaving the EU. At this point it is hard to parse the outcome of Scottish 

independence, but the EU has made it clear that it would insist upon Scottish 

renegotiation if it leaves the UK.  

 As to the overseas political climate, the US has expressed its fears of fragmentation 

and disruption in general. The LEU is likely to feel similarly and may make 

accusations of bad faith. EFTA and some Commonwealth interests court 

disappointment until they buy into GIFT.  

Even in the worst case, the effects of departure on prices may be expected to be neutral or 

better, with easier access to cheaper world prices for food and manufactured imports. This 

is explored further in section (n) (Price levels) on page 68. Threats of turmoil may be 

abated with effective communications, controlled transparency and the policies making for 

stability and flexibility by territory and sector as set out below. 

f) Shock-avoidance/minimisation  

HMG should continue to adhere to cautious policies of fiscal consolidation, monetary 

predictability and flexibility in exchange rates and (where possible) labour markets, as 

follows:  

 Monetary: The Bank of England should continue with its slow programme of 

reintroducing positive real interest rates in order to reassert the role of the market 

in disciplining industrial investment with a yield curve. 

 Fiscal: The Treasury should continue to hold down growth in government 

spending; and should reduce costs with supply-side deregulation, if possible in 

public broadcasting, healthcare and education, as well as (outside the public 

sector) in agriculture and energy supply . 

 Exchange rate: The Bank of England should continue to decline publicly to target 

a currency rate, possibly even tolerating a degree of greater volatility so that the 

currency can find its own level promptly. 
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 Labour market: This poses conflicts, in that the economic benefits of immigration 

fly in the face of the referendum “No”. In line with our assumption of good faith 

with the electorate, HMG may have to relinquish some economic flexibility, 

pending the outcome of the Royal Commission, described in Appendix 1 

(Machinery of government), pages 84-85. As to regulation, HMG should lose no 

time in annulling the most objectionable restrictions on employment introduced 

since accession, either summarily or as set out in Appendix 2 (Legal and 

parliamentary) on pages 92-93. 

g) Other departmental policies 

SECEDE is responsible for ensuring that departure from the EU is administered with the 

painstaking attention to detail outlined in Appendix 1 (Machinery of Government), 

supervising the departmental consultations (pages 74 to 77) and interdepartmental 

working groups (pages 81 to 83). SECEDE is also responsible for the smooth running of 

the legal and parliamentary action called for in Appendix 2 (Legal and parliamentary) on 

page 86 et seq. Briefly to summarise conduct in selected departments, action is called for 

as follows: 

Regional: With a bit of luck the manufacturing characteristics of the UK’s regions should 

experience no adversity. In any event, HMG should accelerate reforms of regulations that 

hurt industry, in particular those which raise employment and energy costs. In the worst 

case of Scenario 3 (no agreement), see page 54, temporary fiscal concessions may be in 

order.  

Justice: The department will have immediate work to do to rectify the ECJ’s intrusion into 

financial regulation touched on in the section on policy associated with the Finance sector 

on page 57; and in replacing the European Arrest Warrant as discussed in Appendix 1 

(Machinery of Government), pages 76 to 77. It will also be hard-stretched preparing for the 

reform of legislation and authorities set out in Appendix 2 (Legal and parliamentary) on 

pages 89 to 90 and 92 to 93. 

Standard-setting: Much domestic regulation proceeds from international standard-setting 

bodies. To the extent that the referendum “No” is taken as a demand for the repatriation of 

such regulatory powers, HMG will need to initiate a process along the lines set out in 

Appendix 2 (Legal and parliamentary) on pages 89-90. 

Defence: The 2013 vote on Syria suggests that the UK’s defence posture is more likely to 

be constrained by parliamentary arithmetic and public opinion than anything falling out of 
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Article 50 negotiations. The consequences of a “no” vote challenge neither the UK’s 

defence industrial base nor the conclusions of the Defence Review (Cabinet Office 

[2010])46. The UK will remain in NATO and from time to time may join in bilateral action 

with France, with whom it will continue to develop weapon systems. The MoD will also 

have an immediate part to play in revisiting the protection of fishing rights in coastal 

waters, as recommendation 16, page viii.  

Looking further out, LEU member states may seek other bilateral co-operation with the UK, 

eg, on out of area operations. If the LEU aspires to a defence role on its own account, it 

might suit its book to subcontract to the UK, paying levies accordingly. Such developments 

may lead to revisiting the requirement for the Queen Elizabeth class of carriers. New 

requirements might involve further capital vessels to command new fleets; or larger 

complements of escorts to extend carriers already under construction. 

h) Conclusion 

The exploration of markets and sources establishes that departure from the EU opens up 

territorial options which the UK should explore extensively and with a cool head, with a 

view to promoting and implementing GIFT. Shock avoidance calls for cautious policies 

which maximise the natural flexibility of the economy. Piecemeal departmental policies will 

absorb the energies of civil servants and ministers but pose no obstacle. Meanwhile, 

SECEDE should concentrate on making the machinery of government serve the purposes 

of departure. 

 

 

                                                           
46  This expressed the UK’s national security strategy as  

(i) to ensure a secure and resilient UK by protecting our people, economy, infrastructure, territory and ways of life 
from all major risks that can affect us directly; and  

(ii) to shape a stable world, by acting to reduce the likelihood of risks affecting the UK or our interests overseas, and 
applying our instruments of power and influence to shape the global environment and tackle potential risks at 
source… 

with the highest priority 

…tackling the terrorist threat [inter alia by] work[ing] in alliances and partnerships wherever possible to generate 
stronger responses [together with a] national programme to protect ourselves in cyber space.  
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Chapter 5. Economic outcome 

Covered in this chapter 

 Three scenarios are calculated: GIFT, FTA status, and no agreement; 

UK output will flourish under all scenarios – particularly under GIFT 

 Broader economic effects are also attractive, with consumer prices 

reduced and current account balances improved 

 Policy-makers should brace themselves to dismiss calls for support from 

partisans of one or another economic sector 

Framework for analysis 

a) Introduction 

This chapter explores the economic effects of leaving the EU and the policies arising for 

major trading sectors and the whole economy. It argues that even in the worst case, the 

UK will be well able to withstand the shock of departure from the EU, with the benefits 

more than offsetting the costs on a five-year view. 

Throughout this chapter, measures of economic activity – GDP, trade, current transfers 

and sectorial breakdowns – are expressed in £bn; measures of growth are expressed in 

percentage points; and measures of changes in growth rates are expressed in basis points 

(bps), or one one-hundredths of one percent. Table 29 shows how these measures bear 

upon each other over a five year period. 

Table 29. Effect of selected changes  
in annual growth rates  

Δ annual 
growth 

(percentage) 

Δ annual 
growth 

(basis points) 

Change in underlying 
data series after  

five years 

0.1% 10 0.01x 
0.5% 50 0.03x 
1.0% 100 0.05x 
2.0% 200 0.10x 
5.0% 500 0.28x 

10.0% 1,000 0.61x 
20.0% 2,000 1.49x 

Source: Authors 
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b) Arithmetical bases 

Figures come from the record of the UK’s performance over the last fifteen years, treating 

departure from the EU as a stochastic shock and sourcing the consequences from the 

subprime crisis.47. Similarly the computation of benefits uses data from before the-

subprime crisis in combination with the literature of trade pacts. 

c) Timescale and scenarios 

Calculations are made sector-by-sector, for one year after secession from the EU (S+1), 

two years after secession (S+2), and five years after secession (S+5), for each of the 

following three scenarios.  

Scenario 1 (GIFT): The UK succeeds in enlisting the LEU into the GIFT; for the purposes 

of this scenario, it is assumed that the UK enlists other trading nations also. This may well 

be the most attractive scenario for all parties, but Chapter 3 (Negotiations) shows it as 

having only a 38% chance of taking place.  

Scenario 2 (FTA status): The UK succeeds in negotiating FTA status with the LEU on 

acceptable terms; here too, for the purposes of this scenario, it is assumed that the UK 

gets GIFT off the ground by enlisting some third-party trading nations. This is the least 

likely outcome: although it will be the default objective of the LEU negotiators, the UK team 

will be wary of the unacceptable arrangements tolerated by Norway and Switzerland. 

Chapter 3 (Negotiations) shows that this is so hard to agree as only to have an 18% 

probability.  

Scenario 3 (no agreement): The LEU and the UK fail to agree within the Article 50 period 

so that treaty obligations cease to apply when it expires; for the purposes of this scenario, 

it is also assumed that the UK is in prospect of enlisting other trading nations into GIFT on 

the day of secession (S+0). Although this is the worst case, Chapter 3 (Negotiations) 

shows it as the most likely single scenario with a 45% chance of taking place. This is, 

however, bound to be de facto reversed during the course of the following few years, as 

                                                           
47 For practical purposes, the literature is silent on departures from or dissolutions of trade pacts. This is not surprising 

as such events are unusual. The dissolution of the USSR offers the most substantial recent example, but Fidrmuc 
and Fidrmuc (2000) point out that such figures as exist are complicated by precedent distortions, co-incident 
collapses in the underlying economic system and subsequent external political actions. Of late, research on the topic 

has addressed new pacts – as Andriamendjara et al (2013), Berden et al (2007), Erixon and Bauer (2010), Helble et 

al (2007) and Petri, Plummer and Zhai (2011) – rather than their dissolution.  

 It may seem to make sense to model the shock of leaving the EU by changing the sign of the estimated benefits of 
the trade pacts described in the literature, but this would be theoretical and imprecise, with the effects of the 
subprime crisis upon the UK economy providing a richer and more applicable dataset from actuals.  
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continental tempers cool and the LEU re-engages with its second largest external market, 

enhanced as GIFT takes wing.  

The scope for this is illustrated by WTO (2014), which publishes figures showing that the 

LEU, excluding intra-EU trade and the UK (itself excluding intra-EU trade) represents 

13.8% of world exports. An equivalent proportion could be assembled by combining China, 

the US, Japan, Korea, Hong Kong, Canada, Singapore, Taiwan, Australia or others. 

d) Sectors 

Sections (e) to (l) below examine the top eight economic sectors by contribution to UK 

GDP, composed as follows:  

 Finance combines the two GDP sectors of (i) financial & insurance with (ii) real estate. 

This captures their community of economic effect, the standing of the latter as the 

foremost asset class, and the acronym of “FIRE” coined to contrast the sector’s 

dynamism with “smokestack” industry. 

 Professional services is made up of the four GDP subsectors of (i) legal, accounting, 

management, architecture & engineering, (ii) scientific research & development, (iii) 

other professional, scientific & technical activities, and (iv) administrative & support 

services. 

 Culture & recreational combines the three GDP subsectors of (i) accommodation & 

food service; (ii) publishing, audio-visual & broadcasting; with (iii) arts, entertainment & 

recreation. It excludes apparel manufacture and distribution, so fails to equate to the 

acronym coined to identify services outside the “FIRE” grouping, that is “FACE” as 

Fashion, Arts, Culture and Entertainment. 

 Transport combines the two GDP subsectors of (i) transportation and storage (ie 

wharfage, rather than wholesale warehousing, which is captured under distribution) 

with (ii) travel for business and recreation. 

 Finished manufactures is made up of the five GDP subsectors of (i) textiles & 

apparel, (ii) computers & electronics, (iii) electrical equipment, (iv) transport equipment 

(ie, vehicles), and (iv) other machinery. 

 Technology is made up of the single GDP subsector of IT and other information 

service activities; but (as noted above) not the manufacturing subsector of computers & 

electronics. 
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 Oil combines the two GDP subsectors of (i) mining & quarrying with (ii) refined 

petroleum products which also includes the negligible production of coke. 

 Food combines the two GDP subsectors of (i) agriculture (including fisheries) with (ii) 

food products, beverages & tobacco. It excludes food distribution. 

The analysis excludes construction and distribution, which have virtually no international 

trade48; and the largely untraded (as publicly supplied) sectors of healthcare and 

education. It also excludes semi-manufactures, which is number ten but in secular decline 

and discussed briefly below at page 66.  

Figures for trade and output 

e) Finance 

Table 30 shows that this is the UK’s leading sector, at 19% of GDP. On the banking side, it 

includes the locally-owned high street banks plus Santander and the international houses 

with London investment banking operations (eg, BNP-Paribas, Citibank, Deutsche, 

Goldman Sachs, Nomura and JP Morgan). Insurance brings in AIG, Allianz, Aviva, AXA, 

Dai Ichi, Legal & General, Nippon Life, Prudential and Standard Life; real estate includes 

Capital & Counties, British Land and such recent incomers as Westfield from Australia. 

The sector’s real growth of 2.8% pa over the last fifteen years makes it the fourth most 

dynamic. With by far the largest positive balance in value terms at 1.8% of GDP, it almost 

exactly balances the adverse figures of the UK’s other emblematic exporting sector, 

finished manufactures (discussed at pages 61 to 63). Although finance is only the second 

largest in terms of the balance of its own trade, the leader on this score – culture and 

recreation – is small in international trade terms.  

Table 30. UK. GDP and trade.  
Finance. Descriptive statistics

49
 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

19.2%  7.4%  29.0%  61.9%  3.6%  2.8%  (3.1%) 1.2%  >4  

Rank 1 6 12 2 1 4 3 15 4 

Source: ONS (2013) 

The subprime crisis caused the financial sector’s contribution to GDP to fall by around 3% 

and it has not yet fully recovered. Chart 4 shows that by S+5, trend growth is calculated to 

accelerate by 250bps under Scenario 1 and by 189bps under Scenario 2. This reflects the 

                                                           
48  This is to overlook the unreported exports of retailers, that is overseas mail-order or tourist expenditure in the UK. 

49  The descriptive statistics in this chapter do not attempt to compare trade to output on a sector basis. This is because 
available figures for the two are incommensurate: the ONS captures sector output as value added, but sector trade 
as sales. 
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inherent dynamism of an internationally leading sector and the favourable trading 

environment arising out of GIFT.  

Chart 4. UK. GDP. Finance.  
Effect of scenarios –change in growth pa, bps 

 
Sources: Authors, ONS (2013),  
academic literature as note 48. 

Even under Scenario 3 (no agreement), growth accelerates by over 121bps by S+5.The 

recovery reflects the strengths of the sector as well as the benefits from a reduction in 

regulation and the effects of GIFT upon NTMs, which in all scenarios more than offset the 

residual effects of the shock. These calculations take figures from the sector at the apex of 

the subprime crisis without any adjustment for the view that departure from the EU could 

be more beneficial than otherwise. 

Associated policy: It is a commonplace that the financial sector plays a central part in the 

UK’s economy. HMG needs, nonetheless, to strike a course between supporting a sector 

which thrives on light regulation; the public interest in avoiding overleverage; and the risks 

of giving in to rent-seeking or cultivating a monoculture. Free capital movement was a 

pivotal EU objective, but the subprime crisis has alarmed every regulatory body, with much 

direction now coming from the Bank for International Settlements in Basel. Mercantilist 

sentiments may now animate the policy of EU member states, but HMG need lose little 

sleep at this, as the UK sector is likely to thrive on continental over-regulation. Even so, 

HMG should immediately suspend recognition and enforcement of ECJ rulings affecting 

the sector. Otherwise, capital adequacy remains key, though liquidity measures should 

also be introduced. Regulation should become more principle-based to minimise the risk of 

gaming. There are also good arguments to promote competition, both by way of admitting 

overseas entrants and breaking up the deposit base of UK participants. 

The British Bankers Association, Citibank and Goldman Sachs have spoken of pulling out 

of London if the UK leaves the EU, but this should be seen as the usual plea from 

incumbents facing policy change. It is unlikely that they will do more than split their 

operations between LEU-facing and global-facing, with the latter offering better prospects. 

The upside for the sector lies in tripartite intermediation between Europe, Asia and the 

Americas. 
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f) Professional services 

The sector includes the big four global auditors, plus architectural, consultancy and legal 

practises. Headline commercial names include Capita and Serco (public services), 

together with others less well known, including their French competitor, Veolia 

Environnment, as well as Intertek (quality), Bunzl (food, cleaning), Experian (business 

intelligence) and Carillion (construction). Table 31 shows that the sector is the UK 

economy’s second largest at 14% of output, also with the second fastest growth at 4.2% 

pa. It is the ninth most trade-intensive subsector at 53% and makes the second largest 

contribution to current account balances at 2.2% of GDP; the fourth largest contributor to 

trade at 10%; and records the fourth largest positive trade balance at 29% of its own trade. 

Table 31. UK. GDP and exports.  
Professional services. Descriptive statistics 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

14.0%  9.8%  52.6%  29.2%  2.2%  4.2%  (9.7%) 14.5%  3 

Rank 2 4 9 4 2 2 13 2 2 

Source: ONS (2013) 

Chart 5 shows that by S+5, trend growth is calculated to accelerate by 318bps under 

Scenario 1 and by 234bps under Scenario 2 (FTA status), to reflect the successful 

operation of the GIFT upon high-end services and its extension to new trading nations. 

Chart 5. UK. GDP. Professional services.  
Effect of scenarios –change in growth pa, bps 

 
Sources: Authors, ONS (2013),  
academic literature as note 48. 

Even under Scenario 3 (no agreement) growth accelerates by 213bps by S+5. This 

outcome reflects the strength of the sector, second only to the finance sector.  

Associated policy: This sector holds out great promise as dynamic, resilient, a major 

contributor to the UK’s trade balance and a realistic avenue for rebalancing away from a 

narrow reliance upon financial services. Policy needs to reflect the sector’s mixed 

character. Overseas trade in such classic professional services as accounting and 

architecture operate closely with the finance sector discussed above. The mysteriously 

named “support services” are follow-on services to manufacturing customers, generally at 

premium margins. They are often supplied by former pure-play manufacturers like 
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Babcock, associated with the supply of “spares and repairs”, also at high margins, briefly 

mentioned on page 66. Research and development follows the sectors with which it is 

associated, either finished manufactures (see pages 61-63), or technology (pages 63-64). 

HMG must configure its policies to suit the underlying industries. 

g) Culture & recreation 

The culture element includes advertising agencies like WPP, publishers like Pearsons, and 

broadcasters like the BBC, ITV and BSkyB; the recreation element includes catering, 

hotel, pub, restaurant and resort chains like Compass, Whitbread and Intercontinental. 

Table 32 shows that this sector is number six in terms of contribution to GDP. (We ignore 

the intervening sectors because they are largely non-commercial or not international.) The 

culture and recreation sector is growing at below economy-average rates, and although it 

is the top sector for the balance of trade within its own sector at 70.3%, this is flattered by 

the low level of overall trade.  

Table 32. UK. GDP and trade.  
Culture & recreation. Descriptive statistics 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

6.0%  0.4%  4.7%  70.3%  0.2%  1.9%  (5.2%) 5.7%  4 

Rank 6 13 14 1 4 6 4 5 3 

Source: ONS (2013) 

Some commentators add fashion to this group, to create a composite fashion, arts, culture 

and entertainment (FACE) sector. This would bring in the manufacturing and retail aspects 

of the clothing industry. It is possible to derive a figure of £5.9bn for apparel manufacture 

from the GDP figures, but there is no scope to disaggregate clothing distribution. The 

British Fashion Council recently estimated the latter at £14.3bn.50 This would take the 

sector to £102bn or 7.5% of GDP, ranking it at number five, but shackles the dynamism of 

digital games (such as Rockstar North, the developers of Grand Theft Auto) to the ex-

growth character of apparel retailing (e.g. Marks & Spencer). 

Chart 6 shows that by S+5, trend growth is calculated to accelerate by 159bps under 

Scenario 1 (GIFT) and 119bps under Scenario 2 (FTA status). This is a conservative view 

of the operation of GIFT upon the sector, reflecting the fact that it is already open to trade. 

  

                                                           
50 British Fashion Council (2012). 
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Chart 6. UK. GDP. Culture & recreation.  
Effect of scenarios –change in growth pa, bps 

 
Sources: Authors, ONS (2013),  
academic literature as note 48. 

Under Scenario 3 (no agreement), our calculations show a shock of over 422bps reversing 

to a growth increment of over 109bps by S+5. 

Associated policy: The sector shows promise, but policy makers need to keep their 

heads. The UK is given to claim intellectual and artistic talent, latterly prospering in video 

gaming and support services to Hollywood. In the last decade, inbound tourism has 

followed the strong global trend - at least in London - and British chefs have rectified an 

unhappy culinary reputation stretching back to rationing. The topic of the essay does not 

bear directly upon the anomaly of public broadcasters (BBC, Channel 4) in a world of 

broadband and satellite. Even so, the arguments are powerful that such bodies hoard 

resources better reallocated, as Vodafone followed telecoms deregulation. This may make 

it worth facing the political challenges of broadcasting reform. Otherwise, the sector calls 

for public policy that maintains light regulation and defends intellectual property rights. 

h) Transport 

This sector includes the airlines: BA (cum Iberia), Ryanair, EasyJet and the local 

operations of the international carriers; the UK rail operators including European state-

owned franchisees, Abelio (Dutch), DB (German) and Keolis (French); the bus companies 

including National Express, RATP (French, state-owned) and Stagecoach; and leisure 

travel firms like Thomas Cook and Carnival. Table 33 shows that the sector is ranked as 

the ninth contributor to GDP at 4.3%, but shows trend growth below the average for the 

economy at 1.3% pa. Transport is the fifth largest contributor to trade at 9.7%, but records 

an adverse trade balance of 8.6%, reflecting outbound tourism and British goods carried in 

foreign hulls. The fall and slow recovery confirms that the sector is exposed to volatility by 

way of both shipping and wharfage, as well as business trips and tourism. 

Table 33. UK. GDP and trade.  
Transport. Descriptive statistics 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

4.3%  9.7%  166.6%  (8.6%) (0.6%) 1.3%  (8.3%) 4.7%  >4  

Rank 9 5 6 9 8 7 9 7 4 

Source: ONS (2013) 
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Chart 7 shows that by S+5, trend growth is calculated to accelerate by 603bps under 

Scenario 1 (GIFT) and 241bps under scenario 2.  

Chart 7. UK. GDP. Transport.  
Effect of scenarios –change in growth pa, bps 

 
Sources: Authors, ONS (2013),  
academic literature as note 48. 

Under Scenario 3 (no agreement), our calculations show a shock of 812bps barely 

reversing by S+5 to a growth increment of 10bps. 

Associated policy: Transport has been the conspicuous success of the EU on the 

services front, albeit following developments under the auspices of the International Civil 

Aviation Association (ICAA) and the International Maritime Organisation (IMO) to extend 

cabotage rights to airline and shipping operators. Even in the worst case, neither side will 

wish to give up these benefits: a form of words acknowledging international obligations will 

maintain the status quo and save face, if need be. 

i) Finished manufactures 

This sector includes locally owned aerospace/defence companies (BAe Systems, Qinetic 

and Rolls-Royce), overseas-owned motor manufacturers (Ford, Honda, Jaguar Land 

Rover, Mini, Nissan, Toyota and Vauxhall), engineers (IMI, Weir), medical equipment 

(Smith and Nephew) and electronics (Fujitsu – owners of ICL computers, and ARM – low-

power chipsets for mobile devices). Table 34 shows that this sector is the tenth largest 

contributor to GDP at 3.7% but with a secular decline in output over the last fifteen years. 

At close to one third of trade, it is one of the UK’s two emblematic exporting sectors (the 

other being the subsectors combined at pages 56-57 as Finance), but it recorded an 

adverse trade balance of 16% and shows overwhelmingly the largest current account 

deficit at 1.8% of GDP.  

Table 34. UK. GDP and trade.  
Finished manufactures. Descriptive statistics 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

3.3%  32.6%  742.2%  (15.6%) (3.7%) (0.6%) (15.5%) 4.3%  >4  

Rank 10 1 1 11 12 15 17 8 4 

Source: ONS (2013) 
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Chart 8 shows that by S+5, trend growth is calculated to accelerate by 504bps under 

Scenario 1 (GIFT) and 303bps under Scenario 2. 

Chart 8. UK. GDP. Finished manufactures sector.  
Effect of scenarios –change in growth pa, bps 

 
Sources: Authors, ONS (2013),  
academic literature as note 48. 

Under Scenario 3 (no agreement), our calculations show a shock of 1,370bps, just failing 

to reverse by S+5 to a growth decrement of 11bps. The low rates of acceleration 

throughout reflect the limited benefits offered by GIFT to trade in goods, already largely 

tariff-free; as well as the 15-year record of the sector’s sluggishness. 

Associated policy: Policy-makers must be realistic about a sector whose lack of 

comparative advantage led the Director General of the CBI to speak last year of the UK 

having “squandered the opportunity of a 20% depreciation in Sterling”.51 To focus on the 

downside of Scenario 3 (no agreement), local and overseas interests (e.g. Japanese, 

Indian and US motor manufacturers) may defer investment pending the outcome of the 

talks. Ultimately, however, international interests are set to respond to the realities of the 

deal, finding new opportunities. Those focussed outside the EU (such as Tata/JLR) or in 

luxury goods (VW/Bentley) would feel little effect. Local interests would adjust to new 

markets relatively promptly, with revised export and FDI policies. Table 35 shows that 

these flows are volatile and have not yet recovered to pre-subprime-crisis levels. On the 

other hand, in 2012 annual inbound FDI grew by 24% at current prices52, at a time when 

EU demand is weak, This demonstrates the rebalancing open to manufacturers, as they 

relinquish production intended to sell into the EU on price. 

Table 35. UK FDI.  
Effects of the subprime crisis 

 

Peak to  

trough fall 

Years to  

recovery 

Inbound FDI 34.7% >3 
Outbound FDI 74.7% >3 

Source: ONS (2013) 

                                                           
51 Cridland (2013). 

52  ONS (2013). 



After “No” 

Chapter 5 – Economic outcome 

- 63 - 

Compliance with EU standards would be no more onerous than exporters´ current 

obligations to comply with those of the US or other third-party territories. Arguments that 

the UK would have to incorporate single market intrusions in order to make exports are 

extravagant: for example the “CE” mark provides for self-certification by qualified exporters 

to the EU. This opens the door for negotiators to agree auspices under which UK 

exporters obtain piecemeal qualification, as already occurs for other extra-EU suppliers. In 

all scenarios, HMG will enjoy greater freedom to deregulate labour and will be free of the 

risk of destructive tax harmonisation. 

j) Technology 

Major participants in this sector include the software suppliers Sage and Invensys; but it 

excludes the hardware suppliers included in finished manufactures on pages 61-63. Table 

36 shows that this sector is the eleventh most trade-intensive subsector at 34%, the third 

most successful exporter in terms of balance of trade at 37%, and contributes the third 

highest positive amount to current account in value terms at 0.3% of GDP. It is growing at 

a premium to the economy as a whole but remains so small as to be outside the top ten 

sectors, with nominal output depressed by the falling prices characteristic of the sector – 

as too communications. 

Table 36. UK. GDP and trade.  
Technology. Descriptive statistics 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

3.0%  1.4%  34.2%  36.8%  0.3%  4.7%  (10.7%) 16.2%  3 

Rank 11 9 11 3 3 1 14 1 2 

Source: ONS (2013) 

Chart 9 shows that by S+5, trend growth is calculated to accelerate by 361bps under 

Scenario 1 (GIFT) and 267bps under Scenario 2 (FTA). This reflects the successful 

operation of the GIFT in reducing NTMs and sourcing new trading partners. 

Chart 9. UK. GDP. Technology.  
Effect of scenarios –change in growth pa, bps 

 
Sources: Authors, ONS (2013),  

academic literature as note 48. 

The chart shows a shock of 866bps under Scenario 3 (no agreement), reversing by S+5 to 

a growth increment of 243bps. 
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Associated policy: The digital economy gives rise to understandable excitement, 

sometimes shading into euphoria. Without pronouncing on the ultimate rights and wrongs 

of the hypothetical utopia held out by advocates of the “singularity”, it is safe to state that 

no such development is likely within the timescale contemplated by this essay. This 

causes us to view the sector in light of its current modest size and to advocate policies 

making for easy business formation, with flexible markets for land, labour and (subject to 

prudential requirements) credit.  

In any event the sector will benefit from relief from the diversion of resources to EU make-

work projects.53 The record shows that such exercises bear scant fruit, instead serving 

their industrial participants as a device to hoard labour, impairing reallocation to more 

productive uses at the expense of the public. 

k) Oil 

This sector includes the headline local names of Shell, BP, BG and the downstream 

operations of the other majors, plus North Sea firms like Cairn Energy and EnQuest. Table 

37 shows that oil is the third most trade-intensive subsector at over 350% of domestic 

production (semi-manufactured goods are the second most trade-intensive subsector, but 

the sector fails to qualify for full analysis and is discussed briefly below at page 66). Oil is 

also the third largest contributor to exports at 11%, but is outside the top ten sectors for 

output and at present records an adverse trade balance of 18%. 

Table 37. UK. GDP and trade.  
Oil. Descriptive statistics 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

2.3%  10.8%  355.1%  (18.3%) (1.4%) (4.7%) (44.1%) none  >4  
Rank 13 3 3 12 11 18 18 16 4 

Source: ONS (2013) 

Chart 10 depicts a strong increment in growth rates to reflect a view of new supply and 

regulatory relief; it is also flattered by comparison with declines over the reference period. 

Our calculations show that by S+5, trend growth is calculated to accelerate by 2,716bps 

under Scenario 1 (GIFT) and well over 2,566bps under scenario 2.  

  

                                                           
53 Examples are itemised in European Union (2012), pp62-64, as “the Connecting Europe facility”, the “grand coalition 

on digital skills and jobs”, the “EU cybersecurity strategy and directive”, “the EU cloud computing strategy”, the “new 
electronics industrial strategy”, "targeted initiatives [for] e-commerce” and “space technology”.  
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Chart 10. UK. GDP. Oil.  
Effect of scenarios –change in growth pa, bps 

 
Sources: Authors, ONS (2013),  

academic literature as note 48. 

Under Scenario 3 (no agreement), our calculations show no shock with an increment of 

2,528bps by S+5, with the recovery also reflecting the benefits of GIFT. All figures will be 

affected by prices and overseas conditions as well as the benefits of reduced regulatory 

burdens. 

Associated policy: Departure from the EU should reinforce the current move to ease the 

burden on new production. Energy security should improve over this period as the lift of 

domestic hydrocarbons increases, with shale beds replacing North Sea deposits. This 

assumes that GIFT will suffice to spare the sector from intrusive regulation, though there 

remain environmental, countryside and local lobbies opposed to oil production. To make 

the most of the sector, HMG should revisit legislation which has the effect of severing land-

owners, communities and local authorities from the public interest. 

l) Food 

This sector includes the nation’s farmers and manufacturers of food (Unilever, ABF, Tate 

and Lyle) and drink (Diageo, SABMiller). The UK imports much of its food, and Table 38 

shows that the sector records the UK’s most adverse balance on its own trade at 33%.54 

Food is the seventh largest contributor to trade at 5.3%, but is outside the top ten sectors 

for output. 

Table 38. UK. GDP and trade.  
Food. Descriptive statistics 

% GDP % Trade 
Trade/ 
GDP 

Bal/ 
trade 

Bal/ 
GDP 

15 yr 
CAGR 

Peak to 
trough fall 

Gr from 
trough 

Years to 
recover 

2.2%  5.3%  178.7%  (33.1%) (1.3%) 0.6%  (7.6%) 6.7%  3 

Rank 14 7 4 14 10 12 8 4 2 

Source: ONS (2013) 

Chart 11 shows that by S+5, trend growth is calculated to accelerate by 822bps under 

Scenario 1 (GIFT) and 683bps under scenario 2. This may understate the effect of GIFT. 

                                                           
54  The Petroleum Act (1934) appropriated subterranean hydrocarbon rights from the land-owner to the Crown, at odds 

with other mineral rights. This was theoretical until recently, as no substantial deposits had been discovered. The 
public good is best served by reversing this anomaly, recapitulated in the Petroleum Act (1998), by repealing the 

clauses concerned. This would be to add to the “fast track” planning procedures contemplated in the proposed 
Criminal Justice and Courts Bill. 
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Chart 11. UK. GDP. Food.  
Effect of scenarios – change in growth pa, bps 

 
Sources: Authors, ONS (2013),  
academic literature as note 48. 

Under Scenario 3 (no agreement), our calculations show a shock of 1.6% reversing to a 

growth increment of 648bps by S+5. 

Associated policy: The UK’s attenuated fishing interests will be cheered by withdrawal, 

though transitional arrangements may delay the benefits. A move to world prices and the 

end of subsidies would shake up agriculture for the better. Transitional arrangements may 

be necessary for highland and other marginal producers. Food security should actually 

improve, with global suppliers now at full liberty to contend with European producers. 

Other effects are discussed below under “price levels” and “balance of payments” on 

pages 68-69. In such favourable conditions, HMG has to do little more than allow the 

benefits to happen. 

m) Other sectors 

Semi-manufactures feed into Europe-wide integrated supply chains. The sector 

represents 18% of trade but makes a negligible contribution to output and is the only 

sector showing a trend decline even on current prices (all manufacturing does so at 

constant prices). Such weakness means that HMG needs to encourage manufacturers to 

rebalance away from intra-EU integrated supply chains, (e.g. the pertinent operations of 

Smiths and Lucas). This rebalancing might profitably embrace spares and repairs, which 

supports and to some extent replaces low-margin manufacturing with high-margin 

maintenance and consumables. It contributes just 0.8% of output, but, unlike semi-

manufactures, it has a future.  

Healthcare and education do not show up in the trade figures, but their potential is 

propelled by demographics and supported by the UK’s pharmaceutical sector. Baumol 

(1993) argues that costs in these sectors rise inexorably: on the other hand, the revival in 

UK car manufacturing shows the benefits of introducing skills and capital from overseas. 

There are political difficulties in introducing international disciplines into such sensitive 

sectors and the figures above do not include them, with potential indicated as follows:  
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 Healthcare imports include insurance schemes (e.g. Axa); international hospital 

chains (e.g. HCA, Spire); intellectual property (e.g. overseas-sourced 

pharmaceutical, medical research etc); imported drugs and supplies from 

international pharmaceutical subsidiaries in the UK; and medical tourism by UK 

patients (e.g. for Hungarian dentistry). 

 Healthcare exports include insurance schemes (e.g. Aviva); healthcare management 

technologies (e.g. deployment of datasets from the NHS); intellectual property (e.g. 

UK sourced pharmaceutical, medical research, etc); exported drugs and dividends 

from drugs supplied by UK pharmaceutical subsidiaries overseas; and medical 

tourism into the UK (e.g. from the Gulf etc). 

 Education imports include (in principle though not yet in wide practice) overseas 

school chains and international university campuses in the UK; and professional and 

university courses taken by UK nationals overseas. 

 Education exports include the entry of overseas pupils and university students; and 

the operation of British school chains and university campuses overseas. 

No calculations are offered for something so conjectural. Even so, the introduction of 

global disciplines can only help such sectors which have hitherto resisted reform. 
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Other figures 

n) Price levels 

One of the greatest benefits of leaving the EU is calculated to be a fall in costs to 

consumers, with reduced protectionism, increased competition, higher productivity and 

lower world prices in food, fuels, transport, finance, computers, utilities and professional 

services. In addition (and more conjecturally) there is scope for reductions in costs in the 

public sectors of education and healthcare, to the extent that they enter the tradable 

economy. Table 39 sets out the effects of cost reductions across the target sectors, with 

and without the public sector effect.  

Table 39. UK. Fall in price level 
 Price falls in target sectors 
 2.0%  3.0%  4.0%  5.0%  

Public services unaffected (0.9%) (1.4%) (1.9%) (2.3%) 

Public services affected (1.1%) (1.7%) (2.3%) (2.9%) 
Sources: Authors, ONS (2013) 

The table shows a reduction in the price level of between 0.9% and 2.9%, not so large as 

to hurt aggregate demand. 

o) Current balance of payments 

The GDP figures set out in sections (e) to (n) underpin the outlook for trade balances. 

These are explored in common with the current transfers, which include the UK’s 

payments to the EU. They are calculated to improve in all circumstances over the full 

period to S+5. Table 40 shows that under Scenarios 1 (GIFT) and 2 (FTA status) the 

mutual interest in trade access leads policy-makers to keep up existing patterns of trade. 

At the same time, a reduction in UK regulations increases the production of oil. The 

consequences are that the current adverse balance of trade of 4.2% of GDP is reversed to 

a positive balance of between 7% and 8.5%. 

Table 40. UK, current balance of payments, most recent and S+5, all scenarios, proportion of GDP 
 Actual 

2012 
S+5  

 Scenario 1 Scenario 2 Scenario 3 Note 
Food (1.39%) (0.78%) (0.85%) (1.08%) 1 

Manufacturing (4.98%) (1.75%) (2.64%) (9.05%) 2 

Oil (1.61%) 3.73%  3.42%  3.33%  3 

Services 5.56%  8.79%  8.48%  6.23%  4 

Public admin (0.13%) (0.13%) (0.13%) (0.13%) 5 

EU transfers (0.77%) (0.39%) (0.19%)  –  6 

All other current transfers (0.92%) (0.92%) (0.92%) (0.92%) 5 

Total (4.23%) 8.56%  7.17%  (1.61%)  

Sources: Authors, ONS (2013) 
 
Notes 

1 Export elasticity of 1.0x. Trade with EU reduced by 
10%, taken up by ROW. 

4 

5 

Export elasticity of 1.0x, split between EU and ROW. 

No change 

2 

3 

Export elasticity of 1.0x, all applied to ROW. 

Export elasticity of 1.0x, split between EU and ROW. 
6 Net contribution to LEU decreases by 50% in Scenario 1; 

75% in scenario 2,and 100% in scenario 3. 

Even in the most unfavourable scenario, with manufacturing exports to the LEU falling, 

other aspects of trade benefit from the reduced level of regulation, newly opening markets 
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and the reduction of contributions to the LEU, such that the UK’s adverse balance of trade 

is improved by 262bps of GDP. 

p) Sensitivity tables 

The robustness of the outcomes shown in sections (e) to (o) is tested by focussing on the 

worst case of the most sensitive statistic – that most likely to make headlines. This would 

be the balance of current payments under the worst-case, Scenario 3 (no agreement), 

after five years. Tables 31 and 32 verify the outcomes set out above by varying the factors 

to which this figure is most exposed. Table 41 explores sensitivities to the shock of leaving 

the EU. The default figure is based on the detailed figures set out in the sections above. 

The table shows that the current account balance deteriorates only if the shock exceeds 

that of the subprime crisis by 50%. 

Table 41. UK. Change in current account balance at S+5 under selected 
assumptions for extent and duration of shock under scenario 3 - bps 
   Duration of shock (years) 

    2 4 Default 6 7 

E
x
te

n
t 

o
f 

s
h

o
c

k
 

(x
 d

e
fa

u
lt

) 50% 705 705 628 589 517 

75% 514 514 441 403 334 

100% 334 334 263 227 161 

125% 163 163 95 61 (3) 

150% 1 1 (64) (97) (158) 

Source: Authors 

Table 42 explores sensitivities to changes in growth rates, specifically that for oil (the 

dominant sector for such purposes) and the increment in the growth of services. The table 

shows that the current account balance deteriorates only if oil production fails to increase 

by ten percent. 

Table 42. UK. Change in current account balance at S+5 under selected assumptions 
for increment in the output of oil and services under scenario 3 - bps 

   Increment in growth of  services 

  263.0213 0.50% 0.75% 1.00% 1.50% 2.00% 

Δ
 O

il
 o

u
tp

u
t 

 

p
a

 

10% (27) (25) (24) (20) (16) 

15% 103 105 107 111 115 

20% 259 261 263 267 271 

30% 659 660 662 666 670 

35% 910 912 914 918 922 

Source: Authors 

These tables confirm that leaving the EU will not inflict lasting damage, taking the most 

vulnerable single indicator of economic performance, the current balance of payments. 

q) Summary of outcomes 

Sections (e) to (p) show that, even in the worst case, the disruption of departure from the 

EU is benign; the effect of GIFT is to boost every sector, in particular the most dynamic; 

and these conclusions stand up under testing. Chart 12 summarises the outcome for 

goods, services, the economy as a whole and the current balance of payments. The 

growth figures for goods are driven by the increase in the lift of hydrocarbons and flattered 

by the weakness of the sector in the reference period. 



After “No” 

Chapter 5 – Economic outcome 

- 70 - 

Chart 12. UK, GDP and trade, Δ bps 
Scenario 1 

 
Scenario 2 

 

Scenario 3 

 

Sources: Authors, ONS (2013) academic literature. 

Under Scenario 1 (GIFT), trend growth is calculated to improve by 210bps in the first year 

then accelerating by a further 56bps by S+2 and a further 57bps by S+5. Scenario 2 (FTA 

status) shows a similar pattern for a slightly lower acceleration in growth to a total of 

244bps by S+5. In the worst case, growth recovers from a fall from trend growth of over 

414bps at the end of the first year to an increase of 159bps over trend at the end of the 

fifth year. Meanwhile the current balance improves by nearly 13% of GDP in the best case 

and over 2.6% in the worst. 

r) Conclusion 

The figures confirm that in two of our three scenarios, GIFT presents a definitive and 

immediate boost to the UK economy. Even in the worst case, the natural resilience of the 

economy combines with the benefits of GIFT to more than offset the shock of departure 

from the EU by the end of the fifth year. Together with the reduction in price levels and 

improvements in the balance of current payments to be expected, these outcomes are well 

worth pursuing as policy objectives.  

GIFT is not, however, only about the figures. It is principled, open-handed and flexible. It 

offers a platform for negotiation which respects each state’s unique character and 

encourages openness to international commerce. By contrast with policies which lock 

down contact with the outside world, or starry-eyed visions of a digital paradise, GIFT can 

help define the UK’s outward-facing future with principle, honesty and prospects for the 

future good of all.  
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Appendix 1 – Machinery of Government 

(a) Introduction 

This appendix argues that HMG needs to fashion the machinery of government so as to 

serve the purposes of the withdrawal campaign, with several distinct features:  

 compendious, for supervision of the overall process and for the information-

gathering which underpins effective policy formulation;  

 action-oriented, with short lines of communication for the rough-and-tumble of 

negotiation;  

 deliberative, for constitutional matters, in particular those involving treaty obligations 

or trans-national jurisdictions; and  

 fleet-footed, for press and media relations and communications with the general 

public and selected home and overseas constituencies. 

(b) Personalities 

HMG should manage expectations by stating in advance that, should a “No” vote occur, it 

will preside over an existential change in foreign and trade policy, and specifically that the 

PM will supervise the follow-on and a new Foreign Secretary with a Eurosceptic profile will 

be appointed.  

This is where the constitutional collides with the personal. The Prime Minister has created 

a rod for his own back by agreeing to an “in-out” referendum, while saying that he will 

campaign for the renegotiated terms. This may be no more than a hat-tip to the propriety 

that a government owes to its negotiating counterparties to obtain ratification of an 

agreement it signs up to. If not, he is committed to a contradiction: campaigning for one 

outcome, while conveying to the public that he contemplates the other in good faith. The 

PM will do better before the referendum with a form of words like, “I support the treaty my 

team has brought back and support the right of the British people to make up their own 

minds”, then allowing the Foreign Office to make the running and his ministers to 

campaign as they think fit.  

This makes constitutional sense: it distinguishes between the PM’s responsibility to see 

through the consequences of his long-standing commitment to a referendum and the 

Foreign Secretary’s responsibility to obtain assent to the terms he has negotiated. It 

permits the PM to stay in office After “No” vote, while the Foreign Secretary resigns. There 

may also be political reasons for other new ministerial faces, eg, elsewhere within 
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the Foreign Office team or at the Home Office (immigration), the Department of Justice 

(EHRC and other such treaty obligations), or the Department for Business Innovation & 

Skills (trade and industrial arrangements); but this appendix goes no further on this score. 

(c) SECEDE – supervision and coordination 

HMG should revisit the existing template of the European Affairs Committee, reconfiguring 

it as the Subcommittee to Evaluate, Co-ordinate, and Execute Departure from Europe – 

SECEDE – constituted as Table 43.  

Table 43. Composition of SECEDE 

European Affairs Committee 

Current membership
55 

SECEDE 

Revised membership 

Chancellor of the Exchequer (Chair) Secretary of State for Foreign and Commonwealth Affairs (Chair) 

Secretary of State for Business Innovation and Skills 
(Deputy Chair) 

Secretary of State for Business Innovation and Skills
56

 

First Secretary of State, Secretary of State for Foreign and 
Commonwealth Affairs  

First Secretary of State, Secretary of State for Foreign and 
Commonwealth Affairs

61
 

Secretary of State for Defence  Secretary of State for Defence  

Secretary of State for Work and Pensions  Secretary of State for Work and Pensions  

Secretary of State for Energy and Climate Change  Secretary of State for Energy and Climate Change  

Secretary of State for Communities and Local Government   Secretary of State for Communities and Local Government 

Secretary of State for Environment, Food and Rural Affairs   Secretary of State for Environment, Food and Rural Affairs 

Minister for the Cabinet Office, Paymaster General  Minister for the Cabinet Office, Paymaster General  

Minister for Government Policy – Cabinet Office  Minister for Government Policy – Cabinet Office 

Not on committee at present Secretary of State for Scotland
57

 

Not on committee at present Lord Chancellor and Secretary of State for Justice 

Not on committee at present Secretary of State for Northern Ireland 

Secretary of State for Culture, Media and Sport Omitted; see commentary 

Secretary of State for Transport  ditto 

Minister for Women and Equalities ditto 

Minister without Portfolio ditto 

Chief Secretary to the Treasury ditto 

Financial Secretary to the Treasury ditto 

Minister of State – Education/Cabinet Office ditto 

Minister of State – Business, Innovation and Skills ditto 

Minister of State – Business, Innovation and Skills/ 
Foreign and Commonwealth Office  

ditto 

Source: Authors; see notes 55-57 

The terms of reference of the committee should be altered to “To supervise the process of 

withdrawal from the European Union”; real-time continuity will be provided through 

standing orders for quorum and subcommittee formation.  

  

                                                           
55  Cabinet Office (2013); also see pp79-80, for the role of Director of Communications. 

56  Deputy Chair to be determined; by default, the Chancellor of the Exchequer in the absence of coalition constraints. 

57  Included, subject to constitutional position of Scotland; see commentary. 
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SECEDE’s composition will be based on the existing European Affairs Committee, with the 

following omissions:  

 The Secretaries of State for Culture, Media and Sport and for Transport, as not 

pivotal to the process of withdrawal (as too the Minister for Women and Equalities, 

unless as at present where ex officio for another post);  

 The Minister without Portfolio, as the staffing role of the post is taken up by the 

Foreign Secretary’s cabinet; and  

 The Chief and Financial Secretaries to the Treasury; and the Ministers of State for 

Education/Cabinet Office, Business, Innovation and Skills and Business, and 

Innovation and Skills/Foreign and Commonwealth Office as represented by their 

Secretaries of State.  

The following ministers, absent from the European Affairs Committee, are to be included. 

 The Lord Chancellor and Secretary of State for Justice, to take account of the 

domestic legal framework; and 

 The Secretary of State for Northern Ireland, to take account of the formation of a 

land border with an EU territory. 

In addition, the Secretary of State for Scotland will be present unless the Scots have voted 

to leave the UK, in which case relations with them become a matter for the Foreign Office.  

As noted in Chapter 3 (Negotiations), SECEDE may expect to be pressed into early 

service to agree the draft White Paper. It will then supervise the process of departmental 

consultations set out below, within the initial deadline of eight weeks to prepare 

negotiators. Note, however, that this deadline may slip without disastrous effect. This is 

because the sequence of negotiations outlined in Chapter 3 begins with procedural 

matters, whose negotiation promises up to a further twelve weeks for the formation of 

policies and tactics on substantive topics.  

SECEDE is to act as the approval authority for legislative drafting, policy formation and 

copy for communications. It is also to supervise bilateral negotiations with EU members 

and third countries/blocs; departmental consultations; and the formation of 

interdepartmental working groups, with staffing from the Foreign Secretary’s cabinet. 
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(d) Departmental consultations 

SECEDE is to supervise the process of departmental consultations on the legal 

implications of departure from the EU, with a view to drafting the EU Secession bills with 

Heads of Terms of Reference as Tables 44 (as to legal matters) and 45 (as to economic 

matters). 

Table 44. Heads of Terms as to departmental consultations on legal matters 

Convened by Secretaries of state for each department 

Headed and staffed The consultations will be organised and run by departmental staff according 
to their usual practice, making the hierarchy an internal matter for each 
department. 

Remit Impact of EU law upon legal aspect of departmental responsibilities and 
consequent recommendations for legal reform 

Evidence Written responses to consultations by a stated deadline. 

From private persons, NGOs, domestic public bodies, and domestic and 
foreign corporations 

Reporting To  The Secretary of State for the department concerned, thence to 

the government and to Parliament. 

Within  8 weeks 

Format Published response to consultation with departmental comments 

Source: Authors 

SECEDE is also to supervise the process of departmental consultations on the economic 

implications of departure from the EU, with a view to forming negotiation objectives and 

fleshing out the processes of the reform of standard-setting described on pages 89 to 90. 

Table 45. Heads of Terms as to departmental consultations on economic matters 

Convened by Secretaries of state for selected departments 

Headed and staffed As for legal consultations 

Remit Impact of membership of EU law upon economic aspects of departmental 
responsibilities and consequent recommendations for negotiating objectives 

Evidence Written responses to consultation by a stated deadline. 

From private persons, NGOs, domestic government bodies, and domestic and 
foreign corporations 

Reporting To  The Secretary of State for the department concerned, thence to the 

government and to Parliament. 

Within  8 weeks 

Format Published response to consultation with departmental comments 

Source: Authors 

General ramifications The legal consequences of withdrawal from the EU include issues 

of general principle and detail. It is tempting to assert that all laws with an EU origin will 

cease to apply from the date of withdrawal. This is excessively simplistic: many aspects of 

EU law have become an accepted part of UK law and automatic disapplication would 

cause unnecessary disruption and cost. 

Many laws would remain in effect. For example, Value Added Tax was originally 

introduced to meet obligations incurred at the outset of EU membership in 1973. The tax 
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was intended to promote a single market in goods and services by ensuring that the 

amount of tax collected on each item was transparent; and to prevent effective 

government subsidies to particular sectors through the national tax systems. Despite its 

EU origin, it is unlikely to be repealed as a whole. In addition, a significant proportion of EU 

legislation reflects international standards which would eventually become subject to the 

procedures described in Appendix (5) Legal and parliamentary, pages 89 to 90. 

In this light, SECEDE should supervise an approach which will facilitate decisions about 

which aspects of UK law are to be revised in consequence of withdrawal. This follows the 

general UK approach that each relevant department should be responsible for consultation 

papers on EU-inspired legislation that falls within its remit. Each department would issue 

papers on relevant aspects for comment by the public/interested parties as appropriate. 

This process would then effectively mirror the processes that were undertaken for the 

original introduction of the corresponding EU legislation. A few examples are given below. 

Department for Business, Innovation & Skills DBIS is responsible for company law, 

which has been heavily influenced by EU directives on both substantive and accounting 

issues. For example, the legal distinction between public and private companies (as to 

paid-up capital requirements etc) has for an extended period been driven by EU directives. 

Potentially this could be repealed, but the issue is now so well embedded in corporate 

practice that changes may be counter-productive. Equally, the Commercial Agents 

Directive creates a right for commercial agents to receive compensation on termination of 

their agreements. No such right existed under the former UK law. So, again, does policy 

dictate that the right to compensation should now be retained, or repealed? 

Department for Employment and Learning Employment law has been much influenced 

by EU law. For example, whilst the UK has had legislation dealing with equal pay and non-

discrimination between men/women for many years, these rules have been extended into 

other areas (sexual orientation, religion etc) as a result of EU directives. Despite their 

origin, it must now be likely that such rules would be retained. On the other hand, the 

Social Security Directive extends benefit rights to unemployed EU citizens residing in the 

UK, which must be a likely target for repeal. The same applies to the Agency Workers 

Directive, which was generally ill-received by UK industry. 

Department for Environment, Food & Rural Affairs DEFRA is responsible for policy and 

regulations on environmental, food and rural issues. Its responsibilities for food, farming 

and the environment will cause it to revisit the regime for rural land-use and fisheries, as 

well as to preside over the introduction of a free market in food imports. In addition, the EU 
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has harmonised rules on animal health and welfare which are designed to facilitate the 

movement of animal products between Member states. It would be necessary to decide 

whether EU imports would now have to go through border inspection posts and be subject 

to additional health checks prior to admission to the UK. 

Foreign Office At present, citizens of all EU Member states are also “citizens of the 

Union” and are thus entitled to diplomatic protection from embassies of all Member states 

(e.g., in external countries where the “home” Member state lacks diplomatic 

representation). This would either cease to apply or operate reciprocally by bilateral 

agreement. The Foreign Office would also lead the review of the legacy treaty regime, 

identifying those which require renegotiation. 

HM Treasury The issues surrounding VAT have been noted above. Other changes to the 

tax system have also been made in response to EU law and the rulings of the EU Court of 

Justice. For example, it used to be unlawful to migrate a UK resident company without the 

consent of the Treasury. This rule was found to be inconsistent with EU law on free 

movement/freedom of establishment and was consequently repealed. Withdrawal from the 

EU may make its reintroduction possible. The Treasury is also responsible for financial 

services legislation and would have to consult on the fate of the EU’s passporting system 

for financial institutions. As the lead department for HMRC, the Treasury would also 

prepare for the mechanics of free trade in goods. 

Home Office The Home Office is responsible for immigration. The right of citizens of other 

EU Member states to live and work in the UK would become controversial. The position of 

UK citizens resident in other EU Member states most readily lends itself to resolution on a 

reciprocal basis, so that this would have to be dealt with in the context of bilateral 

agreements. This calls for consultation with departments concerned with employment, 

social security, justice and other matters, as well as taking guidance from the FO as to the 

inclinations of individual European neighbours. 

Ministry of Justice Cooperation in judicial affairs is a key EU policy, as manifested by the 

European Arrest Warrant. The Ministry would have to consult on the extent to which 

mutual arrangements of this kind should remain in force, or whether the UK should revert 

to a more traditional extradition model with EU Member states (under which the requesting 

State must produce evidence of a prima facie case before the individual can be handed 

over). The Ministry will also wish to consult with the authorities regulating the financial 

sector about the ECJ’s intrusions as discussed on page 51; and throughout government 
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on the reforms of precedents, authorities and statutes discussed in Appendix 2 (Legal and 

parliamentary) on pages 89 to 90 and 92 to 93.  

The nature and extent of the consultations – and the available degree of flexibility for the 

repeal of EU-related legislation – is bound to be affected by the relationship that the UK 

seeks with the LEU. 

(e) Negotiations 

The Foreign Office has to combine the management of two distinct activities: the 

processes of renegotiation; and continuing relations with the EU. At the working level, 

these are best carried out by distinct groups and individuals, to avoid personal, institutional 

and communications conflicts. On the other hand, at policy and management level they 

need to be combined in order to ensure a successful overall outcome. Above all, there 

need to be short lines of communications to take account of changes in the political or 

economic environment. Table 46 sets out the process of formation of negotiating policy 

such that input is taken broadly within government, but decision making is controlled by 

SECEDE as approval authority. 

Table 46. Formation of negotiation policy 

 Staffing 
Policy  

proposals  
Approval  
authority 

With LEU 

Objectives 
From departmental consultations; 

Tactics  
From Foreign Secretary’s cabinet Foreign  

Secretary's cabinet 
SECEDE 

Bilateral  
approaches 

Approach list  
From interdepartmental working groups 

Tactics  
From Foreign Secretary’s cabinet 

Source: Authors 

The process calls for the only institutional novelty proposed for the machinery of 

government: a cabinet (in the French sense) of politically appointed officials with skills 

embracing machinery of government, constitutional & international trade law, economics, 

EU politics & personalities and negotiating psychology & strategy. These are to be sourced 

widely, including from the private sector and overseas, particularly from territories with 

experience of such negotiations, such as Canada vis a vis Quebec. The cabinet is to: 

 Furnish staffing (ie, initial research and continuing advice) for negotiations with the LEU 

and bilateral counterparties; for approaches to producer-groups; and for external 

communications with specific audiences and the general public; 

 Prepare policy proposals for negotiations with the LEU and bilateral counterparties; and 

for the proportionate responses discussed on pages 81-82. 
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 Supervise negotiations with the LEU and bilateral counterparties; approaches to 

producer-groups (under delegated powers defined by the limits/thresholds set by  

SECEDE); and the conduct of relations with the LEU as they assume the character of 

“care and maintenance”; and 

 Coordinate input into the EU Secession (Conclusion) Bill and the GIFT Bill/Treaty, 

whose heads of Terms are set out in Appendix 2 (Legal and parliamentary), pages 89 

to 91; 

In the first instance, the cabinet will be on its mettle to develop working relations with 

permanent officials at the Foreign Office, who will be inclined to see outsiders as 

unreliable, prone to leak, susceptible to factions and with more than half an eye on their 

subsequent careers.  

The negotiating team itself is to be recruited from a longlist drawn from the best in civil, 

foreign, military and intelligence services, as well as the private sector and overseas; 

reduced after testing for aptitude, stamina, communications discipline and commitment, 

with a rebuttable presumption against candidates with EU form (to avoid conflicts with past 

relationships and commitments). Table 47 sets out the process for the conduct of 

negotiation, identifying control elements and retaining firm political control with SECEDE. 

Table 47. Conduct of negotiations 

 Responsibility 
Control  

elements 

Approval  
authority 

With LEU Negotiation team Minimum  
positions,  

Flow-charts 

Timetable 

SECEDE Bilateral  
approaches 

Opportunistically,  
but by default FO 

Source: Authors 

The team should comprise blue, red and back-office teams to support war-gaming, 

withstand prolonged sessions and support tactical rotation. The team should be furnished 

with dedicated and secure premises and infrastructure, the latter extending to full C3 

provision. The back-office team is to provide real-time control of tactics and analyses of 

the other side's stance, dynamics and tactics; proposals and options to counter; and shifts 

in the domestic and international setting. 
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(f) Communications 

The negotiations will succeed or fail as much in the court of public opinion as in the 

conference chamber, so communications should be treated as the highest priority. This 

argues for the Prime Minister’s Director of Communications to attend SECEDE as an 

observer; and for him to supervise a team providing conventional press releases, 

conferences and updates; as well as back-channel and false-flag briefings. Table 48 

shows that communications draw on sponsoring ministries as brigaded into inter-

departmental working groups, for approval by SECEDE 

Table 48. Composition of external communications 

 Staffing Draft copy 
Approval  
authority 

Approaches to EU producer groups 

Long list of targets  
From interdepartmental working groups 

Short list & tactics 
From Foreign Secretary’s cabinet 

Director of  
communications 

SECEDE 
Continuing contacts with other 
overseas and domestic 
constituencies 

List of targets 
From interdepartmental working groups 

Tactics From Foreign Secretary’s cabinet 

Communications campaign Tactics From Foreign Secretary’s cabinet 

Source: Authors 

Table 49 identifies the responsibility for implementation for communications and sets tests 

to establish that HMG’s voice has been heard and understood. 

Table 49. Conduct of external communications 

 Responsibility Tests 
Approval 
authority 

Approaches to EU  
producer groups 

Opportunistically,  
but by default FO 

Confirmation that  

- UK messages 
understood 

- Stance of producer-
groups etc as reframed 
to suit (or accepted as 
unalterable) 

SECEDE 

Continuing contacts with 
other overseas and 
domestic constituencies 

Sponsoring 
department 

Communications  
campaign 

Director of  
communications 

Confirmation that UK 
messages understood 

Test with polling/focus 
groups 

Source: Authors 

The general objective is to dominate the news cycle with origination for the press, TV and 

new media; together with instant rebuttal based on a continuously revised decision-tree of 

events, including the risk of leaks. Material should embrace think-pieces for the weekly 

and specialist press, some ostensibly placed by third parties; unattributable briefings from 

different informed sources; and a social media campaign embracing, eg, real-time tweets.  

The communications campaign should embrace targeted messages for selected home 

and overseas audiences, including industrial and financial leadership, producer-groups 
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and the politicians and public in EU member states and third countries/blocs. Ministerial 

departments are to play a part in this, with programmes of meetings with the interest-

groups they serve. 

(g) Information security and communications discipline  

The GIFT is an open-handed proposal, with much available in the public square. This 

reduces the risk of any given leak and goes some way to simplify implementation of 

strategies which are no more than what they seem.  

Even so, tactical guile may have its place. This raises the issue of security, which is 

challenging. Table 50 shows that nearly 400 officials are involved. The weak points are 

SECEDE itself, the hub and with many involved; the FO outside the cabinet; and officials 

in peripheral departments. So too ministers, who are essentially uncontrollable.  

Conventional security methods include code-word clearance for individuals, documents 

controlled by virtual registry and electronic and in-text watermarking, but these techniques 

are readily circumvented. 

Table 50. Risk to communications discipline 

Organisation Estimated 
number 

Quality of  
access 

Quality of  
inherent security 

Proposals 

Director of Communications  
& team 

10 Full High None 

SECEDE – ministers and 
officials (assume 10 x 20) 

120 Full Poor 
Limit numbers; draconian 
penalties. 

FS’ cabinet and support 50 Full Mixed 
Cabinet should be OK; 
otherwise as above 

Negotiating team 20 Full High 
Test during recruitment; 
draconian penalties. 

Departmental consultations  
(assume 7 x 20) 

140 
Limited but still 

sensitive 
Poor 

Recruit for commitment; 
intensified clearance; 
draconian penalties. 

Interdepartmental working 
groups (assume 6 x 20) 

120 
Limited but still 

sensitive 
Poor As above. 

Source: Authors 

The Foreign Secretary’s cabinet may be taken as secure, with permanent FO officials less 

so. Candidates for the negotiation team should be tested for communications discipline 

during recruitment. It may also be worth trying to vary employment terms for officials 

exposed to sensitive information by offering bonus payments in return for consent to 

draconian penalties (e.g. dismissal and surrender of pension) as a condition of 

recruitment/involvement. But no-one should be surprised if Civil Service HR resists this. In 

addition or alternatively, clearance investigations may be intensified for those concerned if 

there is time.  
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Table 51 shows the limit of all such approaches, particularly for officials in departments 

peripherally concerned, eg, in the initial process of departmental consultations or in the 

continuous process of interdepartmental working groups, let alone ministers. 

Table 51. Information security 

 
Source: Authors 

Au fond, it is unrealistic to expect complete security. The best remedy is likely to be a pro-

active approach to leaks, by identifying areas of vulnerability and instructing the 

communications group to generate responses, as touched on in section (f) above. 

(h) Interdepartmental working groups 

SECEDE is to establish such ad hoc interdepartmental working groups at ministerial and 

official level as may be required to address contingencies and other matters.  

Example: proportionate responses SECEDE should convene an interdepartmental 

working party to propose instances of proportionate responses to be linked to agreed 

trigger-events, under such categories as:  

1. Dragging feet on regulatory compliance, selectively or fully. 

2. Formally suspending regulatory compliance, selectively (as will occur with regard to 

the Social Chapter and certain Justice matters; otherwise the CAP and immigration 

qualify for such treatment) or fully. 

3. Diverting contributions to the EU budget to an escrow account (eg at the BIS) in 

part or wholly. 

4. Altogether suspending contributions to the EU budget, in part or wholly.  

Any of the above runs the risk of legal action at the ECJ. If this occurs it lies open to HMG 

to counter by swamping the Court with complaints about agencies of the EU, member 

states, or private sector bodies. This would be a matter for the interdepartmental working 

parties contemplating “outside the room” measures to support negotiations. 

Interviewed for suitability

Bonuses and penalties

G
roup bonus for no leak

Voluntary special term
s and conditions

Electronic and com
m

unications surveillance

Personal surveillance

Officials appointed for the exercise X X X X X

Permanent off icials seconded to the exercise X X X

Ministers X X X



After “No” 

Appendix 1 – Machinery of government 

- 82 - 

Sponsoring departments may include any or all of the Departments for Business, 

Innovation and Skills, Energy and Climate Change, Justice, and Environment, Food and 

Rural Affairs, the Ministry of Defence, the Foreign and Home Offices and the departments 

for Northern Ireland and Scotland (if still part of the UK). They will asked to make bids with 

policy proposals, play a part in the staffing process and take full responsibility for 

successful implementation. 

The objective of proportionate responses is to communicate a message to the perpetrators 

of disobliging or antagonistic action, inside or outside the conference room, that such 

conduct attracts consequences. Proportionate responses should steer clear of alarming 

third countries as to the reliability of UK commitments, thus ruling out such extravagances 

as joining with third countries/blocs to refer the EU to WTO, suspending contracts for 

public services from European suppliers, or failing to suppress popular boycotts of EU 

goods or services. On the other hand, no-one need make any bones about permitting 

wedges to arise between EU negotiators and other agencies of the EU; the EU and its 

member states; or EU governments and private interests.  

Table 52 sets out the control process for the formation of contingency plans, under the 

political control of SECEDE.  

Table 52. Formation of contingency plans 

 Staffing Proposal source 
Approval  
authority 

Proportionate  
responses 

Long list From interdepartmental 
working groups;  

Filtered By Foreign Secretary’s 
cabinet 

Foreign Secretary's  
cabinet 

SECEDE 

Other  
contingencies 

Ad hoc working groups; or 
departments concerned 

Interdepartmental 
working groups; or 

departments concerned 

Source: Authors 

Table 53 sets out the control process for the execution of contingency plans by sponsoring 

departments, setting explicit trigger events and once again under the firm political control 

of SECEDE. 

Table 53. Execution of contingency plans 

 Responsibility Trigger event 
Approval  
authority 

All contingencies 
Department  
concerned 

Advice from  
negotiation team 

SECEDE 

Source: Authors 
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Similar treatment applies to: 

 Disorderly breakdown of negotiations Although this is not the most likely 

contingency, it is the most dangerous. This makes it essential to convey that HMG 

is taking this risk seriously, lest the EU negotiators or their principals conclude that 

the UK is bluffing when it identifies show-stoppers. This working group is to 

formulate emergency measures to deal with borders, the mechanics of physical 

trade and regularising legislation and standards along the lines set out in Appendix 

2 (Legal and Parliamentary), pages 89 to 90 and 92 to 93. 

 Other contingencies One or more working groups is to address such 

contingencies as a tapered move to arms-length relations with the LEU, and 

restraint of capital movements 

Other matters calling for interdepartmental working groups include: 

 Expected conditions One or more working groups is to address revisited threat 

assessments; new physical borders; and the detailed effects of free trade and the 

GIFT upon domestic, trade and foreign policy. 

 “Outside the room” measures to support LEU negotiations A working group is 

to address support for the negotiation process, specifically bilateral approaches to 

LEU members and private interests, bilateral approaches to third countries/blocs 

and engagement with other EU bodies. 

 Communications Finally, the pivotal priority of getting HMG’s message out calls for 

a working group to develop and implement approaches to EU producer-groups; 

approaches to and contacts with other overseas and domestic audiences; and pro 

forma releases to deal with unhelpful remarks or strayed documentation.  
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(i) Royal Commission 

The Prime Minister is to convene a Royal Commission with heads of terms as table 54. 

This is to revisit the European Convention on Human Rights; revisit international standard-

setting as pages 89 to 90; recommend (where thought fit) legislation or other actions 

required to amend treaty incursions into territorial or juridical sovereignty as pages 92 to 

93; and make recommendations for a UK Bill of Rights as pages 94 to 94. 

Table 54. Heads of Terms for Royal Commission 

Convened by The Queen on the advice of the Government 

Headed by A law lord 

Staff and procedure The Commission would require supporting and administrative staff. Those 

giving evidence should do so without legal representation as the Commission 

will not be inquiring into past events, but seeking opinion on proposed future 

courses of action. It should therefore operate along the lines of a Parliamentary 

committee, with other appointments from government, the civil service; 

economists etc. 

Remit A report upon and proposals for the terms of a UK Bill of Rights, to replace the 

European Convention on Human Rights; and the terms of other legislation 

required to amend treaty incursions into territorial or juridical sovereignty 

Evidence Written and oral in public 

From private persons, NGOs, domestic and foreign public bodies and 

corporations 

Reporting To  the Government as the Crown, and thence to Parliament 

Within  the lifetime of the current parliament. 

Format Published report and evidence  

Source: Authors 

Commentary The Royal Commission is intended to address the implications of withdrawal 

from the European Convention on Human Rights and allied topics in a measured fashion 

so as to preside over a British “public conversation”, allowing all views to be aired and 

tested. The objective is to achieve a settlement which meets popular sentiment without 

repudiating the humanitarian values which the country has done so much to cultivate. The 

convention is distinct from the EU; indeed, it pre-dates even the foundation of the original 

EEC. Nevertheless, the convention is identified with “Europe” and is in many ways equally 

unpopular. If the “No” vote is deemed to extend to the convention as well, revisiting it will 

sit well with those fretful about sovereignty.  

The Royal Commission will take evidence on and recommend how best to express the 

enlightenment rights of fair enfranchisement; freedom of speech and religion; due process 

and equal treatment under law, property rights and personal integrity. It will explore 

corresponding obligations, eg, to pledge loyalty, comply with laws, pay tax and accept jury 
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and military service and the like. It will consider whether entitlements to public services 

should be enumerated. Finally it will revisit the character of citizenship under the 

conditions of mobility characteristic of the twenty-first century; as well as incursions upon 

UK juridical or territorial integrity stemming from accumulated treaty obligations. 

Timetable The timetable of the Royal Commission is not constrained by that of the Article 

50 negotiations. Indeed its underlying purpose is served by the reverse of the short lines of 

decision-making described above. So far from responding to events promptly, the Royal 

Commission is to act with due deliberation in examining the country’s attitude towards 

transnational or treaty commitments infringing the country’s juridical or territorial 

sovereignty, including those intended to guarantee the rights of private persons 

(domestically and as entrants); and the civil rights which the nation might wish to enshrine 

in domestic law.  

The Royal Commission is to undertake a prolonged and iterative process involving calls for 

submissions from all manner of organisations and individuals at home and abroad; taking 

evidence (possibly touring the country for regional points of view); as well as promoting 

debates in the media and so on. This is intended to contribute to a prolonged period of 

opinion-forming, in the “public conversation” required for the nation to fix upon a new 

settlement between government and private persons; and in the country’s relations with 

overseas and transnational jurisdictions. 

(j) Conclusion 

The proposals set out in this Appendix constitute an effective apparatus for the conduct of 

government during and after the process of negotiation. They combine with the processes 

and outline documents following in Appendix 2 (Legal and parliamentary) to enable HMG 

to control and implement secession from the EU in a timely and orderly fashion.  
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Appendix 2 – Legal and parliamentary 

(a) Legislative process 

The output of government is laws, which with luck lead to intended consequences.  

SECEDE is to supervise subsidiary bodies with a view to creating legislation and other 

instruments according to the process set out in table 55 below. 

Table 55- Process of legislation 

 Staffing Heads of drafts 
Approval  
authority 

Input into EU Secession  
(Negotiation) Act 

Departmental  
consultations 

Foreign Secretary's  
cabinet 

SECEDE 

Input into EU Secession  
(Initial Reform) Act 

Inter-departmental 
 working groups 

Input into EU Secession  
(Conclusion) Act 

Foreign Secretary's  
cabinet (ultimately from 

outcome of negotiations) 

Input into GIFT Treaty/Act 

Foreign Secretary's cabinet, 
taking account of inputs from 
bilateral approaches, contacts 

with producer groups & 
negotiation outcome with LEU 

Source: Authors 

(b) EU Secession (Negotiation) Act  

Introduction The referendum itself provides the constitutional wherewithal for HMG to 

serve the Article 50 notice assumed by the competition’s scenario: an Act of Parliament 

may not be required to enter into negotiations. To express matters in a slightly more formal 

way, the conduct of foreign relations is a matter within the royal prerogative and is thus for 

the government in right of the Crown. So too the reorganisations of Cabinet Committees 

leading to SECEDE. 

Constitutional requirements Nevertheless, the UK government must act in accordance 

with UK constitutional law. Under article 50 of the TEU, it is also a requirement of EU law 

that the withdrawal notice must be given in compliance with UK constitutional 

requirements. It would be unfortunate if the propriety of the notice were left open to legal 

challenge, before either the English courts or the ECJ itself. It must also be borne in mind 

that, in the longer term, the effect of a withdrawal notice will be to deprive UK citizens of 

rights to which they are currently entitled under directly applicable EU treaty 

provisions/regulations. In addition, the Government may wish to take the occasion of the 

renegotiation to authorise departmental consultations and the innovation of a politically 

appointed cabinet for the Foreign Secretary retrospectively.  
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Legislative instrument In this light a new Act should be passed, as the Heads of Terms 

in Table 56, to approve service of the withdrawal notice and retrospectively to instruct the 

government to authorise Ministers to order departmental consultations and the Foreign 

Secretary to appoint a cabinet; and to enter into negotiations with the European Council or 

as it may delegate; as well as other administrative matters. 

Table 56. Heads of Terms for EU Secession (Negotiation) Act 

Objective: to grant power to negotiate withdrawal from the EU 

 Retrospectively authorise ministers 
to  

- serve the Article 50 notice,  

- convene departmental 
consultations and  

- appoint the Foreign 
Secretary’s cabinet 

 Negotiate with the European 
Council 

 Enter into a standstill agreement  

 Report to Parliament periodically 

 Prepare for withdrawal should talks 
lapse 

 Reserve powers to suspend 
compliance 

 Present agreement to Parliament for 
approval 

Source: Authors 

To the extent that the UK wishes to reserve powers to suspend compliance with selected 

EU legislation during the negotiation period, then it should include clauses to sanction that 

approach, though this would have no purchase as far as other Member states are 

concerned and would be irrelevant to any proceedings before the ECJ. As a matter of 

reputation and practical politics, these powers should be exercised only with restraint and 

after transparent provocation inside or outside the conference room. Careful thought 

should be given to the inclusion and wording of such powers, since their very enactment 

might be seen as provocative by other Member states 

Political setting In that the referendum has resulted in a vote for EU withdrawal, it is 

difficult to see how any party could realistically oppose the passage of the legislation 

required to commence negotiations with the European Council. Opposition to the enabling 

legislation in the immediate aftermath of a popular vote smacks of political suicide. 

Parliamentary process Under Standing Order 83A58, the government may prescribe a 

programme motion, that is, a timetable for the completion of the legislative process for a 

particular bill, often referred to as the “guillotine” on debate.  This would allow the 

government to ensure that the necessary bill will pass through the House of Commons in a 

reasonable timescale. For the reasons given above, the bill could be passed by agreement 

among the whips, and so no cut-off will be necessary. But the programme motion is 

                                                           
58 House of Commons Publications (2013). 
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available to the government if required. There should not be very much to debate, since 

the required contents of the bill are limited.  

A possible complication lies in the House of Lords, where the programming procedure 

does not apply and the House regulates its own conduct. The assumption would be that 

the whips would agree an acceptable timetable. This would reflect a mutual understanding 

that the unelected chamber would be ill-advised to frustrate a government bill designed to 

give effect to the outcome of a referendum; and that subsequent legislation would be 

required to give effect to withdrawal. In extremis, the Parliament Acts could be used to 

override the Lords. 

(c) EU Secession (Initial Reform) Act 

At first sight, no “intermediate” legislation is required as a matter of law. Once the 

government has authority to negotiate the associated arrangements, none of its 

subsequent actions will have any formal legal effect under the domestic laws of the United 

Kingdom unless and until the negotiated agreements are presented to parliament for 

approval.  

Even so, an Initial Reform Act, as the Heads of Terms in Table 57, serves to set the 

political tone for negotiations, for example by authorising HMG to run down the UK’s 

participation in EU bodies and to cancel the UK’s participation in the 2019 EU elections. 

This would also create a general right for ministers to make statutory instruments to 

become effective 24 months after the service of the Article 50 notice, applying narrowly to 

specific aspects of EU obligations which may be taken to have forfeited popular consent 

by virtue of the referendum “No”: 

Table 57. Heads of Terms for EU Secession (Initial Reform) Act 

Objective: to grant Ministers sundry powers, specifically to 

 cancel the UK’s participation in the EU elections of 2019; and  

 pass secondary legislation regarding specific matters currently governed by European laws, 
including 

- Common agricultural and fisheries policy 

- Compliance with European court, etc 

- Compliance with regulatory harmonisation; 
and common markets in labour and capital  

- Withdrawal of accrued rights 

- Removing rights of abode from 
unemployed EU citizens in UK. 

- Other areas for early action pre-
withdrawal 

 

Source: Authors 

This would have the effect of imposing “red lines”, requiring the government to achieve 

certain minimum standards in particular aspects of the negotiations. This is, however, a 

two-edged sword in that it advertises issues to the LEU negotiators and limits HMG’s 

negotiating flexibility. 
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The act may also serve to regularise (or authorise the regularisation of) specific items of 

legislation following Departmental consultations and where accepted by HMG and not 

under negotiation. 

(d) Standard-setting 

Much domestic regulation proceeds from international standard-setting organisations 

(SSOs). If the referendum “No” is to be taken as a demand for the repatriation of such 

regulatory powers, then HMG will need to initiate a process along the lines of Table 58.  

Table 58. Outline protocol for reforming standards set by extraterritorial bodies 

Source of regulations  
Intermediate 

body 
Issuing/enforcing  

body in UK 
Resolution 

International SSOs EU Sponsoring departments Sequence (x) 

EU na Sponsoring departments Sequence (x) 

ECJ na UK courts Sequence (y) 

EHRC na UK courts Sequence (z) 

EHRC ECJ UK courts Sequence (z) 

Treaties na UK Parliament Sequence (z) 

Source: Authors 

Reform sequence (x)  

1. SECEDE is to give sponsoring departments a deadline to itemise regulations 

arising under EU auspices since accession, on pain of challenge by qualified 

plaintiffs for summary annulment of any undeclared. 

2. After departmental consultation and within a stated period, SECEDE (or as it may 

delegate) is to adjudicate the regulations itemised as: 

Unacceptable.  

In this case, under the EU Secession (Initial Reform) Act,  

1. the Foreign Office is to give notice of renunciation of the regulations 

concerned to the originating SSOs, stating that they shall be taken as 

annulled by our secession from the signatory; and  

2. the UK courts shall be relieved of the authority to enforce them. 

Acceptable. 

In this case, under the EU Secession (Conclusion) Act, sponsoring departments are 

to enter into direct relations with the originating SSOs and grandfather the 

regulations concerned, subject to a sunset clause and statutory grounds for 

qualified plaintiffs to seek judicial annulment. 
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Reform sequence (y)  

1. SECEDE is to instruct the Department of Justice to specify judgements and 

precedents arising out of enforcement of ECJ law/rulings. 

2. Under the EU Secession (Initial Reform) Act, the Department of Justice is to 

suspend recognition of ECJ and the applicability of all such precedents. 

3. The Department of Justice is to convene a panel of senior figures to report on 

precedents and make recommendations. As the subject matter will be technical, a 

more formal approach (such as a Royal Commission, Law Commission, or judge-

led inquiry) is unnecessary.  

4. The panel’s starting point is to roll back applicable ECJ case law; and then to 

determine what (if anything) should be preserved as part of the UK’s own 

jurisprudence. The outcome of this process would be published for consultation, but 

there a more formal or investigatory approach would be overkill. 

Reform sequence (z)  

1. SECEDE is to instruct the Department of Justice to specify judgements and 

precedents arising out of enforcement of EHRC rulings or the Human Rights Act. 

2. SECEDE is to instruct sponsoring departments to specify laws and subsidiary 

regulations arising under Treaty since 1945, on pain of challenge for summary 

annulment of any undeclared. 

3. Under EU Secession (Initial Reform) Act, the Department of Justice is to suspend 

applicability of all legal precedents. Sponsoring departments are to suspend the 

most objectionable regulations, with the Foreign Office calling for renegotiation with 

the originating bodies. 

4. Sponsoring departments may then grandfather the rest, subject to a sunset clause 

and the outcome of the Royal Commission (see below). 

5. The Royal Commission convened to report on EHRC and other treaties infringing 

the UK’s territorial or juridical sovereignty is to make recommendations concerning 

transnational regulation. 
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(e) GIFT Treaty and Act 

A Gift Treaty and Act, with Heads of Terms as Table 59, pre-supposes a negotiated free 

trade arrangement with the LEU – necessarily so, since continued contributions to part of 

the EU budget would have to be on a negotiated basis. Given that these arrangements 

would involve government expenditure, the agreement would have to be ratified by an Act 

of Parliament.  

Table 59. Heads of terms for GIFT Treaty and Act  

As to LEU 

 Tariff-free trade in goods between the LEU and the UK, 

as founder members. 

 Continuing operation of selected elements of free market 

in services, eg transportation, but moving to bilateral 

recognition of professional qualifications. 

 Excluding obligations to harmonise other regulations 

 Institutionalised as multiple bilateral agreements as 

Switzerland, but excluding “guillotine”. 

 Enfranchising the UK on external tariffs and other trade 

matters on a basis protecting the country from automatic 

outvoting, ie, treating 

– the UK and the LEU as one vote each; 

– votes by individual nations as one vote per nation; or 

– votes by individual nations pro rata to trade or GDP. 

 Maintaining a UK financial contribution to the LEU on an 

agreed formula. 

 Open to other members of the EEA, eg, Norway and 

Switzerland; also possibly including Turkey. 

As to third countries/blocs 

 Open on basis of 

– immediate initialling on 

request, offering tariff-free 

access on imported goods 

– subject to anti-dumping 

provisions 

– for a stated period.  

 Signature (ie, maintenance 

thereafter) to be conditional on 

– reciprocity on goods; and 

– commitment to timetabled 

talks on services/ non-tariff 

measures including full 

recognition of IPRs on the 

basis of mutual recognition 

of sovereignty; 

failing which, reversion to terms 

designated from time to time. 

To be negotiated during formation 

 Legal personality 

 Organisation and secretariat  

 Arrangements for dispute resolution 

 Entry criteria and procedures for new applicants 

 Level and composition of external tariffs at outset 

 Decision-making on future tariffs  

 Treatment of candidates defecting from second stage 

 Model timetable to reform NTMs 

 Anti-dumping and MFN regimes; other aspects of dealings 

with third countries 

Source: Authors 

If the UK elected to declare free trade on a unilateral basis, then it could do so by means 

of an Act of Parliament. Other options for the act include: 

 A statement that the UK will not impose any duties on imports into the UK. This is 

at the most extreme end of free trade, because there would be no reciprocity 

requirement. 
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 A statement that the UK will not impose duties on imports from countries that enter 

into the reciprocity agreement envisaged in the Heads of Terms. This may be seen 

as a statement of intent, as it would have no effect until other countries enter into 

such agreements. 

(f) EU Secession (Conclusion) Act 

A withdrawal agreement, with Heads of Terms as Table 60, will constitute a treaty between 

the United Kingdom and the EU that will have the effect of depriving UK citizens of 

acquired rights under EU law. Under UK constitutional law, such a treaty only has effect if 

it has been sanctioned by an Act of Parliament.  

Table 60. Heads of terms for EU Secession (Conclusion) Act  

Objective: to regularise the UK’s secession from the EU 

 Ratify withdrawal agreement 

 Repeal European Communities Act 1972 

 Repeal ratification of Single European 
Act 1986 

 Repeal ratification of treaties of Maastricht 
1992, Amsterdam 1997, Nice 2001 and 
Lisbon 2007 

 Grant ministers powers to make statutory 
instruments to regularise domestic 
legislation 

Source: Authors 

Given that the agreement will have been negotiated with the EU, Parliament will not be 

able to revise the terms: it must either ratify or reject the agreement. In general terms, the 

Conclusion Act will be a mirror image of the European Communities Act 1972. It will  

 Repeal the 1972 Act, so that EU law will cease to form a general part of UK law;  

 Provide for the withdrawal agreement to be effective under UK law and to create 

rights and obligations, to the extent thereby contemplated; and  

 Create a general right for ministers to make statutory instruments to give effect to 

the foregoing (including the repeal of EU-inspired legislation, where appropriate). 

 Reject the extremes of universal summary abolition or universal acceptance of 

legacy EU regulations. Instead create systematic procedures to review, adjudicate 

and litigate them, with a modification of sequence (y) discussed in section (d) 

above, as follows: 

– All secondary legislation issued, plus trading standards set and treaties ratified 

since accession, are to be itemised by the sponsoring departments concerned.  

– Such instruments are to become enforceable by the UK courts only; and apply 

for a stated period.  
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– All such instruments are to be presented by sponsoring departments to 

Parliament for renewed confirmation or ratification within the stated period. 

Failure to do so will cause them to lapse. 

– After a stated interval, private and public persons may take instruments not 

approved by parliament to the UK courts. If presented by a sponsoring 

department (but unapproved by Parliament) they shall be litigated on their 

merits; if not, the courts shall rule using the rebuttable presumption that such 

instruments are unlawful. 

(g) Bill of rights 

Withdrawal from the EU may run in parallel with a withdrawal from the European 

Convention on Human Rights under Article 58 which provides for six months’ notice of 

termination.  

Although different organisations with a different genesis, both the ECJ and the EHRC are 

tarred with the same European brush. Nevertheless, it would be insufficient simply to 

repeal the Human Rights Act 1998: the Royal Commission discussed in Appendix 1 

(Machinery of Government) on pages 84-85 is to fill the void with proposals principally 

including a UK Bill of Rights, with Heads of Terms as Table 61.  

Table 61. Heads of terms for Bill of Rights  

Rights and duties attaching to 

 Transient entry 

 Domicile 

 Residence 

 Nationality 

Unqualified entitlement to 

 Fair enfranchisement 

 Freedom of speech, assembly and religion 

 Due process and equal treatment under law 

 Peaceful enjoyment of lawful property  

 Protection by UK consular officials overseas 

 Other rights 

Qualifications for 

 Welfare 

 Public education 

 Healthcare 

 Housing and other public goods. 

Obligations  

 Loyalty to the Crown 

 Compliance with law 

 Pay lawful taxes 

 Education of children 

 Military, jury and other public duties 

Other 

 Juniority of communal customs 

 Protection from overseas jurisdictions 

 Personal integrity and privacy 

 Treatment of data 

Source: Authors 
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The central dilemma facing the Commission’s parliamentary draftsmen would be the 

balance between competing conceptions of rights. These include:  

 The lawyerly precision of the Whig freedoms from government oppression, together 

with what were taken to be the basic rights of free speech, peaceful assembly and 

exercise of religion and lawful property.  

 The révolutionnaire “Declaration of the Rights of Man”, establishing the European 

tradition as both more declamatory and more circumspect in reserving powers to 

the State; and touching on the duties of the citizen. 

 Qualification for the public services introduced in the last 150 years.  

 The post-holocaust fortification of equal treatment obligations as extending to 

specific group identities. 

In addition, a new Bill of Rights is likely to reflect the issues of the day. The panel entitled 

“Other” in Table 61 reflects recent issues of note, by specifying the juniority of communal 

customs (forced marriage and FGM); protection from overseas jurisdictions (the European 

Arrest Warrant, as well as the generality of Westphalian sovereignty); personal integrity 

and privacy (abortion, following the US Supreme Court in Roe vs Wade; as well as the 

more current topic of unrestricted electronic surveillance); and treatment of data (another 

approach to unrestricted electronic surveillance). This would follow the precedent of 

guardianships in Magna Carta; the Catholic succession in the English Bill of Rights of 

1689; equitable taxation in the Déclaration des droits de l'homme et du citoyen a hundred 

years later; and arrangements for billeting troops in the US Constitution. 

(h) Conclusion 

The parliamentary, legal and regulatory apparatus discussed above combines with the 

machinery of government proposals set out in Appendix 1 to provide a comprehensive and 

effective mechanic for the control and implementation of secession from the EU in a timely 

and orderly fashion. 
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