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A post-Brexit

transition must
be the priority

Martin
‘Wolf

he UK is a representative
democracy. The repository
of the sovereignty is par]
ment. It has to oversee
Brexit. But anly the govern-

ment can decide how to proceed.
In 50 doing, it must remember what

be ratified by March 2015. To have any
chance of that, it must be agreed some
six months before then. If, as seems
likely, it takes at least two months for
the EU to agree a response to the UK's
request, that leaves 16 months, at most,
for the negotiation. Worse, the German
elections occur next autumn. In prac-
tice, that might reduce the slot available
for serious talks to about a year.
Th

that. Companies need to plan how and
where to produce. If, as scems almost
certain, they will not know where they
stand a year or so before the deadline,

somme, posibly many, wil slocalenciv-

the UK into Sin-
gap-:n: they did not vote to make the
with the

jaw.nn.lhcydklmlmnvotc lic-
iy for Irkis fePabli cvtools. Thede
options were not on the ballot..

It is consistent with leaving the EU to
remain in the single market like Nor-
way. enjoy a free tlike
Switzerland, or be inside the customs
union like Turkey. Brexiters may
believe they know what Brexit means,
but that is to be decided. Moreover,
Remainers have a right to an opinion,
too. Turning the vote into policy
requires political judgment. It is not
altogether impossible that, as Sir John
Major argued last week, voters will be
asked togive their views.

At present it is plausible that Theresa
May will be able to trigger Article 50
next March, but the likely outcome of
the subsequent process would be the
hardest of all Brexits two years later. In

will have
Reaching any deal, , pariculasty
rrowa will be very

Aificult, Notleast, cxit negotiations will

ho pays what and for
how long? The parailel is a complex
divorce negotiation in which the leaving.
partner considers the other o be over-
bearing and the partner being left con-
siders the other to be unreasonable.
Thus there isa good nodeal

v
UK's share of exports into EEC i,
compared wi share

of global exparts (ratio)

1960 70 80 60 2000 1015

Seurces IHE, Alan Wintess,

EU and the world
% of UK exparts of goods over past
12 months, by destination

2000 1518

ing inside the customs union is that it
would put Liam Fox, secretary of state

will i

for tof a job. But

Yet the negallztlanl s i
more than achieving a “clean break”.
The subsequent arrangement matters
enormously if the UK is to avoid the
hardest of all Brexits. Mark Carney,
ernor of the Bank of England, ha
argued that the UK will need a trans|
tional arrangement before  final deal s

to EU

LUK Trade

of justice would seem to make this inevi-
table even if the desire to control immi-
gration did not. In theory, the UK might
accept free movement but seek deroga-

por
such access to others, because EU mar-
kets account for almost half of total UK
exports of goods. Such a transitional
deal must also include a
for certifying that exports continue to
meet EU standards.

‘This decision on the customs union
would

reached
such adeal should be the hlglun ];rlar
ity of the UK.

 ©On trade,  the simplest transitional

access to EU markets (much the UK's
‘most important), and all the other mar-
kets to which the EU has preferential
access, could be lost with no replace-
ment. Worse, the procedures for UK
trade migh i

Thi:hx!mlny advantages: first, it is the
status quo; second, it avoids the com-
plexity of the rules of origin that deter-
mine which goods are eligible for tariff-
free trade in a free trade arrangements

third, it would allow the government to
chaos, (See charts.) keep its promise to protect Nissan's
fat . The of stay-

mar]
a focus of the negotiation. Realism dic-
tates that current access would largely
disappear. The UK

adeal

In practice, this isunlikely to be accept-
ableto the EU. The UK would have to set
itself up as an offshore financial centre
and UK businesses would then establish
subsidiaries in the EU. Bul. s0 long as

any better than the
ers last June could be reached. Another
way to maintain access to the single
market could be to pay substantial sums
to the EU. This, though, would be politi-
cally difficult in the UK and might not
work in the EU without more-or-less
free It Lo,

In sum, it seems overwhelmingly
]il«:l.v that the UK would lose virtually

tion of oversight by the European Court

it negotiations,
like in a complex
divorce, will be
about money

access to the single

ket. “Passporting” arrangements would
disappear. This would impose signifi-
cant costs on UK exports of services.
Barnabas Reynolds, a UK lawyer, has
proposed an "expanded equivalence”
regime for financial services. The UK
and EU would then treat each other’s
regimes as equivalent for regulatory
purposes, without their being the same.

ca)
wc':’ulﬂ continue to be mul: inside l.hn
UK. What might be agreed, however,
relatively liberal terms for l.:mpu(nry
movement of people to supply se:

In brief: “Keep it simple, lmpld Use
the time to arrange not just exit but a
transition that does not needlessly dis-
rupt trade. The most important deci-
sion would be Lo try to stay in the cus-
toms union. On the single market, the
starting point has o be recognition of
the need for immigrants, especially
skilled ones. The UK should also seck
the best deal on access. But it must rec-
ognise that what it gets is likely to fall
vastly short of what it has, That is an
inevitable consequence of Brexit.
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