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The question

AUK membership of the EU is as much about broader,
political questions as it is about economics

AFollowing Brexit, UK Government would have to decide
how to fill the policy vacuum in those areas there the EU
currently has competence (trade, agriculture, regulations)

Alt would also need to negotiate the kind of trade
relationship with the EU27 it wanted

AAgricultural outlook will also depend on macroeconomic
performance and future settings of key macro variables

AFor agriculture, the situation outside the EU needs to be
compared with what the CAP and EU regulations might
look like after 2020



The great unknowns

AUK trade policy after Brexit q
AU

K agricultural policy after Brexit e
AUK regulatory policy after Brexit
AUK macroeconomic performance after Brexit

AVS

AStructure of future EU CAP and future EU
regulatory system assuming the UK remains a
member after 2020



The process

AArticle 50 Lisbon Treaty

AThe Treaties shall cease to apply to the State in question
from the date of entry into force of the withdrawal
agreement or, failing that, two years after the
notification referred to in paragraph 2, unless the
European Council, in agreement with the Member State
concerned, unanimously decides to extend this period.



The trade policy dilemma
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UK tariff policy post-Brexit

EU/UK MFN tariffs, per cent, 2014
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UK tariff and trade policy post-Brexit

AWI || be governed by WTO raul e
Brexit negotiations with EU

AMEFN tariffs will be bound by current EU WTO bindings
A But what about entitlement to Special Safeguard?

AWoul d UK r et ai n TamffyRate Quantae 1 n
ANew Zealand butter and lamb, irrelevant if MFN tariff set to zero

ARenegotiation (andwebaffFlAasi on

A Continued access by food industry to duty-free imports and export
opportunities depends on having agreements in place (WTO non-
discrimination rule) unless MFN tariffs set to zero

A Sugar imports from ACP countries case study

Almplications of the time pressure for renegotiation to
avoid disruption of supply chains



Selected UK agrifood trade flows with the EU, 2014
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L R
UK EU vs non-EU agrifood trade, 2014
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EU28 Relative importance UK vs extra-EU28 trade, 2014
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UK agrifood trade with the EU post-Brexit

AMYy expectation is that future EU27-UK agrifood trade
flows would remain duty-free
A'Would require at minimum a EU27-UK FTA

ABut UK will stay outside the single market

A lmplies reintroduction of border formalities, including along the
Northern Ireland border

A Administrative barriers i SAD, VAT, plant and animal passports
A Sanitary and phytosanitary checks
A Requirements to meet EU regulatory requirements on exports to
EU and vice versa
AHigher trade costs equivalent to tariffs on exports and
Imports of at least 5%

A Some mitigation if FTA covers some mutual recognition of
equivalence of standards.



UK agricultural policy post-Brexit

AUK Cabinet Office Balance of Competences Review

AMa | or 1 tOAP remamswmisdirected, cumbersome, costly
and bureaucratico

AHigh dependence of UK farm incomes on budget transfers
under the CAP

AAssumption that post-Brexit government will continue to
transfer public money to farming, but

AWillamountbe greater, smaller or the s
in CAP post 20207

AWiIll the design of payments be different? (P1 vs P2 priorities, land-
based Pl payments, coupling, | owl a

A Will payments be conditional on farming practices? (GAEC
standards, greening requirements)

AWTO ceilings (to be determined) would apply on trade-
distorting support but not likely to be constraining



UK food prices post-Brexit

AAlthough EU maintains
high agri tariffs, EU farm
prices now close to world
market levels

A Greatly reduces UK outflow
through trade account

APost-Brexit UK tariffs
unlikely to be zero?

A Plus maybe obesity taxes?

AUK imports 2% times more
from EU than it does from
rest of world

A Additional trade costs with EU
will add 5% to cost of EU
imports

AOverall impact negligible



