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Brexit: What is at stake for the Single Market?

ith the EU referendum just under 4

weeks away, the debate of the impact
of Brexit is growing increasingly fierce
and gaining more and more momentum.
Euroscepticism has a long history in the
UK and for the first time in decades, one
member state opting to exit the European
Union is a probable scenario. Politicians,
businessmen and independent experts alike
have chosen sides and support one of the two
major campaigns: While the camp “Britain
Stronger in the EU” lobbies against Brexit for
reasons of EU membership providing a wide
range of benefits such as a stronger economy;,
more jobs and safety’, the “Vote Leave” side
urges its supporters to “take back control”
of migration, trade and security policies by
leaving the EU. Either camp has prominent
advocates and current polls indicate that the
vote will be very close.

ne of the most relevant and arguably the
most heated issue is the discussion on the
economic effects of Brexit. If the UK opts to

vote out on June 23

, a new trade agreement
will have to be negotiated, determining to what
extent the UK will have access to the Single
Market. As two experts from the Cologne
Institute for Economic Research observe,
“much is at stake for the UK economy in case

of a Brexit™. Seen as “one of the European
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Union’s greatest achievements™, the UK has
had access to the Single Market and been able
to benefit from the enhanced competition as
well as the four freedoms the Single Market
is based on since its lau nch in January 1993.
One major argument for the British Prime
Minister David Cameron and his fellow
“Britain Stronger in Europe” advocates thus is
for the UK to remain in the EU to continue
to be a full participant of the Single Market.
In the article Mr. Cameron wrote for the
newspaper The Telegraph last month, he made
the assessment that exiting the Single Market
would be “an act of economic and political
self-harm™.

y contrast, in the eyes of “Vote Leave”

enthusiasts, the EU imposes “an excessive
regulatory burden on [...] the UK economy”™®
so that there is too much red tape hindering
trade and growth. There are two issues with
this way of thinking: First of all, the statement
is often not placed in a wider context to
acknowledge that a lot of EU regulation has
been designed to establish as well as to further
improve the Single Market, which is, as Piet
Eeckhout, Professor of EU Law at UCL notes,
one of the only EU projects “which is met with

near universal approval in the UK’

. Secondly,
it must be clear to Brexit voters that leaving

the EU does not necessarily mean leaving


http://www.zei.uni-bonn.de/publications/future-of-europe-observer

its regulatory obligation. If the UK wishes to
continue trading with the EU, which is more or
less imperative given the geographic proximity
and the fact the UK exports almost half of its
goods to other EU countries, it will have to
continue to comply with EU regulations. As a
full member of the EU, the UK currently has
a say in making these rules but will lose much
of its influence upon leaving, which cannot be
desirable.

ike for most supporters of the Brexit camp,
Lthe perceived overregulation and excessive
labour mobility are a thorn in the side of
former London Mayor Boris Johnson, one of
the leaders of the “Vote Leave” campaign. He
regards the Single Market “as a microcosm of
low growth™® and would prefer for the UK to
opt for a free trade deal with the EU instead
of retaining full access to the Single Market.
But is it economically sensible for the UK to
(partially) turn its back to the world’s biggest
Single Market? The UK might indeed be able
to strike new trade deals with rising economies
such as India or China but negotiating such
arrangements takes time and it is not certain
that a deal will be finalised. What is more,
the UK would see itself faced with the task of
potentially re-negotiating all the settlements
the EU has with third countries, adding up to
a total of 53 deals’. In addition to the length of
time needed to conclude all these agreements,
the “Vote Leave” camp has also so far not
spoken on the concern that numerous experts
will be required to lead and assist in these
negotiations, which may pose a challenge that
shouldn’t be underestimated'’.

D 1ost importantly, it remains subject
to negotiations with the EU to what

extend the UK will retain access to the Single
Market in case of Brexit, which makes it so
difficult to determine the economic effects
of this scenario. Despite the conditions of a
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future trade deal with the EU being of crucial
importance to the Brexit debate, Mr. Johnson
and the “Vote Leave” camp have repeatedly
failed to address this topic specifically and
explain how such a deal should be designed
in their opinion. In the political and academic
discussion, five models have predominately
been discussed, ranging from a Norwegian-
style EEA agreement to an approach based ona
free trade agreement'!. Any deal will certainly
be subject to lengthy negotiations, which will
most likely not be amicable. As the EU will
have a strong interest in discouraging Brexit-
like movements in other more eurosceptic
countries to prevent further disintegration, the
remaining 27 countries will have an incentive

“not to act with generosity”'2,

It is, therefore, highly unlikely that the EU
would agree to a deal that includes the free
movement of services, which is very important
for the UK as it makes up the majority of UK
exports, but not the free movement of people.
In turn, it seems impossible that the UK would
agree to an EEA agreement like Norway.
Even though this would guarantee full access
to the Single Market, it would disregard
the problems the UK has with the EU, in
particular regarding regulation and migration,
which sparked off the Brexit debate in the first
place. Most trade deals and conditions seem
to appeal to one side and be unacceptable to
the other, so that the potential Brexit entails
a huge level of uncertainty. This uncertainty
has already resulted in a weakened pound
sterling'® and would according to experts lead
to a withdrawal of foreign investment, which
the British economy so strongly benefits
from. At the very least, short-term economic
damage thus seems inevitable in a Brexit
scenario. Such damage would probably entail
a weakened position on the world stage for
both the UK and the EU. As this is something



neither of them can afford in particular vis-
a-vis ascending powers like China and India,
the UK’s vote on the 23" of June 2016 will
hopefully be in favour of the EU and the
common interests and values they share.

Sarah Gansen is a ZEI Alumna “MES Class of
2014”.

References:

1. “Britain Stronger in Europe” Campaign — Official

Website, retrieved from: http://www.strongerin.co.uk/
experts#r7VuvYzXSAzSEBqC.97

2. “Vote Leave” Campaign - Official Website, retrieved from:
http://www.voteleavetakecontrol.org

3. Busch, Berthold and Jiirgen Mattes (13th of April 2016): Brexit
- the economic impact — A meta study, in: IW-Report No. 10,
retrieved from: http://www.iwkoeln.de/en/studies/beitrag/berthold-
busch-juergen-matthes-brexit-the-economic-impact-277405

4. European Commission: What is the Single Market? (2012);
retrieved from: http://ec.europa.eu/internal_market/20years/
singlemarket20/facts-figures/what-is-the-single-market_en.htm

5. Cameron, David (5th of April 2016): Britain’s Choice: Economic
Security with the EU, or a Leap in the Dark, in: The Telegraph,
retrieved from: https://www.gov.uk/government/speeches/britains-
choice-economic-security-with-the-eu-or-a-leap-into-the-dark

6. Eeckhout, Piet (16th of February 2016): Brexit is not an

Escape from EU Regulation, retrieved from: https://britain-
europe.com/2016/02/16/brexit-is-not-an-escape-from-eu-
regulation/#more-1027

7. Ibid.

8. Johnson, Boris (16th of May 2016): Of course our City Fat

Cats Love the EU - Its why they earn so much, in: The Telegraph,
retrieved from: http://www.telegraph.co.uk/news/2016/05/15/of-
course-our-city-fat-cats-love-the-eu--its-why-they-earn-so-mu/

9. The Economist (24th of February 2016): The Brexit

Delusion, retrieved from: http://www.economist.com/news/
briefing/21693568-david-cameron-will-struggle-win-referendum-
britains-eu-membership-if-he-loses

10. Ibid.

11. e.g.: Reynolds, Barnabas (23rd of April 2016): Brexit: Possible
Options and Impact, ShearmaneSterling LLB, retrieved from:
https://corpgov.law.harvard.edu/2016/04/23/brexit-possible-
options-and-impact/

12. The Economist (24th of February 2016): The Brexit

Delusion, retrieved from: http://www.economist.com/news/
briefing/21693568-david-cameron-will-struggle-win-referendum-
britains-eu-membership-if-he-loses

13. Ibid.

ZEI Insights No.38/2016

ZEI Insights are part of the Reseach Project - Governance and Regulation in the EU: The Future of Europe

ZEI Insights provide commentary and critical analysis on governance and regulation issues related to the future of the

European Union. Authors are responsible for their own views.



