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The “Plan B” that UK Exporters Need

Economics & politics in the UK & Europe are combinng to move the UK to
the periphery of “Europe”, in spite of the pro-EU gance of the
three main Westminster political parties.

Threat or opportunity for the UK ?

There is no certainty that the eurozone crisis lmarsolved. Chancellor
Merkel, former President Sarkozy & former PrimenMter Francois Fillon
have all stated publicly that if the eurozone bseag the European Union itself
will be in danger. Their proposed solution is deéjpg#egration”. Twenty-five
EU countries (17 eurozone countries plus eighteumozone EU countries) are
negotiating a new EU-25 treaty to put those integnést measures in place.
The UK & the Czech Republic are not directly invadv

The European Commission, the European Central Baskinternational
Monetary Fund and eurozone governments professet®vie that deeper
“integration”, underde facto German leadership, will workit is accepted that
such “integration” will not — cannot — be restricted to fiscal & budgetary
questions, but will inevitably be applied to areasuch as trade, regulation,
social policy, energy policy & much else What is planned by EU-25 is the
unitary Single European State that supporters ofdgean Union” have been
striving for since the 1920s. It is doubtful thiag tBritish electorate would want
to be part of such a state, let alone in a sonbefnan’s land at the periphery.

In either scenario — a eurozone/EU break-up, ottkaleclining to join a
tightly-integrated Continental union — the UK, toe first time in half a century,
will have to examine its options, trade-wise, agralependent sovereign state.
This Briefing Note describes how the UK, outside &uropean Union, would
fit into the rapidly-evolving world trading system.



The UK in the World Trading System post-EU withdrawal

Outside the EU & the EU Customs Union/Single Market, the UK should plan for its
new global trading arrangements to last for at least the next 40 years, providing long-term

legal clarity, stability & certainty for domestic & mternational trade & mvestment.

The UK was a founder-member of the GATT in 1948. The GATT’s successor
organisation, the Geneva-based World Trade Organisation' (WTO), dates from 1995.
Currently, it has over 160 member-countries accounting for 90 per cent of world trade.
Post-EU withdrawal, the UK will continue to conduct its trade under the WTO’s
supervisory umbrella.

The UK was the world’s fourth-biggest exporting nation i 2009, behind the USA,
Germany & China®. The UK will continue to be a global leader in trade in goods,
services & foreign direct investment. The value of its trade with the world outside the
EU is already 509 higher than its trade with the EU®. On present trends, within the next

decade (irrespective of the fall-out from the eurozone crisis) UK trade outside the EU

could be 60% to 70% bigger than UK trade with the EU.

International trade now occurs with zero or minimal tariffs* (or customs duties). The
UK’s average tariff on imports from outside the EU 1s now under one per cent. Only
agricultural products are now subject to significant tariffs.

The last two decades have seen rapid growth in the number of WTO-compatible Free
Trade Agreements’ (FT'As) and in international production networks (“offshoring”). At
the same time, developments m logistics (I'T, shipping, satellite tracking, customs
procedures etc) continue to benefit manufacturers, supply chains & customers by
shortening delivery times, minimising stock levels & reducing transport & administration
costs.

The WTO recognises that customs unions, as a form of “preferential trade agreement”
(PTA), are the past, and that FTAs are the future’. The EU Customs Union is the
developed world’s only customs union.
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The WTO & its member-countries consider tariffs’ & Rules of Origin (RoO) as issues
of diminishing salience. Tariffs (except for agricultural produce) are now tending to
zero worldwide. Although the process of harmonisation of RoO worldwide has stalled
at the WTO, extensive regional & cross-regional harmonisation of RoO continues.
One transcontinental example, involving forty-seven countries in Europe, Asia, Africa &
North & South America, is the System of Pan-Euro-Med Cumulation of Origit’, which
provides for common RoO amongst European, Mediterranean North African &
Middle-Eastern countries (including EU & EFTA countries & Turkey), as well as South
Africa, Mexico & Chile. On UK withdrawal from the EU, the UK will remain in the
Pan-Euro-Med system with exactly the same RoO regime as at present.
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