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Introduction

The issue of the British exit from the Europeandsnihenceforth referred to herein as Brexit, is
truly important. This paper is rooted in the betiedt Brexit's consequences, no matter which
legislative, regulatory, and policy paths will deosen, are truly long-term. And they are also
broader than originally thought in terms of ovenafluence on other countries’ domestic and

international political and economic thinking arafi@ns.

In this paper, we shall identify events, factorglgtical frameworks, and opinions which have
played, play, and probably will play a key roleumderstanding Brexit and its impact. Clearly
the highlighted factors and views reflect subjeztihoices made by the author after looking at a
literature that is extremely vast and diversified @haracterized by very contrasting underlying
national and world views. While the issues congddrere are very complex, throughout this
paper there has been an emphasis on conciseneswastllly, clarity.

We start by first examining the present economtiens between the United States and
Europe, with some emphasis on the UK. We then &idke special relationship between the US
and the UK in a European and global context, ajprigical and economic lines. The approach
here is historical, going from the period precedid@/1, to WW?2, to the beginning of the Cold



War, to the birth of the European Economic Comnynd the entrance of the UK in the EEC as
part of the latter’s first enlargement, to the efthe Cold War, to the nineties (including the
Maastricht Treaty and the emergence of the Woridl&Organization). In examining the new
millennium we look at three major European integratssues: the failed Constitutional Treaty,
the subsequent Lisbon Treaty, and the Eurozondétsndsis. Afterwards, we shift to a more
British focus and examine the decision to holdBhexit referendum, its campaign, and its
results and the reasons for them. We then listtliatry models for the future trade relationship
that the new Prime Minister had to consider. Tragrw the invocation of Article 50 by the UK

in March 2017, the unexpected new elections helliivte 2017, and their results are then looked
at, with reference being often made to the Primeister's and other prominent political figures’
public statements in the UK and abroad. We contbheoking at the July 2018 Chequers
White Paper, which as a document gives a good s#rike breadth and complexity of the
issues under negotiation. We then look at sombefitost authoritative economic evaluations of
Brexit, according to various scenarios. After the, highlight the importance of the gravity
factor in trade and the complexity of the challesgdated to the very numerous treaty
renegotiations triggered by leaving the EU. We therteed to follow the public declarations by
top European as well as Tory and Labor leaders meghrd to the White Paper and their broader
implications. Thereafter, we look at the Draft Vithwal Agreement, its approval by the EU-27
side, and the challenges that the UK Prime Ministex had to confront in trying to have it
approved by the UK Parliament. The Brexit deal émdlternatives, the multiple supportive and
adversarial arguments put forth by the major p@itforces, the divisiveness engendered within
and between political parties, regions of the Ukd &s society are then discussed. We conclude
with a list of areas where lessons from Brexitlaaang and will be learned in the future,
including their global dimension. The general thafshe paper is that the study of Brexit,
regardless of its formal results in terms of EU-t#ations, on account of the breadth of its
impact is going to be extremely useful to all catges of leaders in the US, Russia, and China
and in all countries in Europe, Latin America, &&j and Asia involved in any form of political
and economic integration. There can be little dabat henceforth the debate on globalization is

not going to be the same.



Economic Transatlantic Relations today

One first consideration that needs to be madesigxtraordinary importance that the
relationship between the United States and Euraperhthe world economyNo other set of
regional business links is as interconnected ategjiated.

In terms of global trade, together, the US and geraccounted for 28.1 percent of exports and
almost 33 percent of global imports in 2G16.terms of the totality of EU imports, the main
source country in 2016 was China accounting fot p@rcent of the total, with the Unites States
holding the number two position at 14.5 percertheftotal® In terms of the totality of EU
exports, the top target country was the UnitedeSté20.7 percent), with China a distant second
at 9.6 percert.

Most interestingly, the relationship in terms @afde, while strong, is not the most important
between the two areas. Far more significant igabethat the US and Europe are the main

origin and destination of each other’s foreign dii@vestment (FDI) and that, as a percentage of
global FDI, the United States and Europe togetheoant for 64 percent of the outward stock
and 56 percent of the inward stdcKot surprisingly, US foreign affiliate sales inrépe are

very significant: in 2016 they were about $3 toitlj nearly half of the total US foreign affiliate
sales worldwide and larger than the totality of &orts to the world ($2.2 trillion§.

Furthermore, sales in the US by majority-owned Raem affiliate firms were in 2016 $2.4
trillion, a figure that is more than three timeggker than that of US imports from Europe.

Further still, if one looks at services trade ameestment, the US and EU are each other’s largest
commercial partners. And this arguably is a vergrgg factor in influencing positively the
formidable global competitiveness of US and Euromeavices firms.

The impact of the very large investment flows ithodirections of the Atlantic is very

significant in terms of research and developme#@ifR Notably, in 2015 US affiliates invested
in R&D in Europe $31.3 billion, 57 percent of tletal amount invested by U.S. foreign affiliates
globally. In the United States, in 2015 R&D expéunris by European affiliates was $41 billion,
72 percent of total R&D investments by majority-@arforeign affiliates in the United Statés.

Giuseppe Ammendola is Adjunct Professor at New Ydmkversity where he teaches graduate level counsiegernational
political economy and business. He is also anmati@wnal business consultant. E-mail:gal7@nyu.edu

1 Unless indicated otherwise, the data in this sadiire from the excellent Hamilton, Daniel S., gndnlan, Joseph.PThe
Transatlantic Economy 2018: Annual Survey of Jolbade and Investment between the United State&€angpeWashington,
DC: Center for Transatlantic Relations, 2018. .

2 Hamilton vii.

3 CIA, World Factboolestimates for 2016, available attps://www.cia.gov/libraryccessed on 9/18/2018.

4 ibidem

5 Hamilton vii.

6 Hamilton, ibidem.

7 Hamilton, ix.

8 ibidem

9 Hamilton, xii. Clearly national security considgons, on account of the trust existing amongéeheations, in general do not
play a negative role in many of these technologw$.




Another relevant indicator, US-European cross-bodadéa flows, is the highest in the world: 50
percent higher than the corresponding figure batvike US and Asia in absolute terms and 400
percent higher on a per capita ba¥isAs one top US diplomat stated “...with the rapidwth

in mobile computing and advent of the Internet bings, big data analytics, and cloud
computing, those flows are projected to grow sutitly over the next decade, to the benefit of
new digital companies, established industries, womrss, researchers, and governments on both
sides of the Atlantic* Most relevantly, “[n]early half of all U.S. compasi polled by the U.S.
International Trade Commission indicated that thagt an online trading relationship with the
European Union, and almost half say that Europleeisegion outside North America where they
focus their cross-border strategy first, far ahefaother regions. [Similarly, o]ver half of
European companies ... focus first on North Amergheir primary e-commerce market
outside of Europe, again far more than on otheépnsg™? Once again, the interconnectedness
between both sides of the Atlantic can arguablyib&ed as a great contributor to the global
competitiveness of the companies based there.

Last, but not least, in spite of much talk aboutdsnd European companies shipping jobs to
Mexico and Asia, one has to note that most foregmerking for US companies outside the US
are European, and, vice versa, most foreignersamglby European companies are American.
131n 2015, US and European foreign affiliates emptbgirectly about 9 million workers, an
increase of about 2 percent from the previous ¥€&he employment level would be higher if
one would include the jobs connected to trade flamnd those indirectly connected to “nonequity
arrangements such as strategic alliances, jeimiuves and other deals”.

The US economic relationship with the UK also carreoveremphasized. Let us start with
trade flows, which are very important. In 2017 thated States exported to the United Kingdom
$126.1 billion of goods and services and importedifthe United Kingdom $110.6 billion of
goods and service¥ To put these figures in perspective, US exporthédJK in 2017 were
lower only than those to Canada ($341.3bn), Mef®&Y6.7bn), China ($188bn) while
exceeding Japan’s ($114.7bH)On the other hand, US imports from China top iste |
($523.7bn), followed by Mexico ($345.4bn), Canadd38.5bn), Japan ($171.3bn), and
Germany ($153.3bn). US exports to the EU in 201i&w8&28.2bn while US imports therefrom
were $629.3bn8 The United States is the number one country d#im of British exports of

10 Anthony Gardner “Perspectives on the EU’s Digagle Market” a much quoted speech (also by Hamjlgiven on
September 15, 2015 and available at the useu.usmigsv website.

11 Gardner, ibidem.

12 Hamilton, p. 30.

13 Hamilton, xi.

4 ibidem

15 ibidem

16 Seehttps://www.census.gov/foreign-trade/Press-Releaseint_press_release/exh20.pdéessed on September 19 2018
17 ibidem

18 ibidem




goods and servicé8 As to be expected, of course, the EU is the lamesrall destination for
UK goods exports, accounting in 2016 for 48 percénbtal UK goods exports, while goods
imports from the EU were worth more than combinmegdarts from the rest of the worid

Most interestingly, just as for the US-EU relatibips in the US-UK link the trade dimension--
while important--is not as significant as the inwesnt aspect of the economic interaction. In
2016, the stock of capital invested by the US stk reached a record $682.4 billion, more
than double the added up US investment in SouthrismeAfrica, and the Middle East ($235
billion) and well over seven times the total USd@stment stock in China ($92 billiorf}.The
UK’s foreign direct investment in the US went ughtsb5.7 billion in 20162 This is really an
impressive figure, especially in light of the féltat the UK'’s total FDI stock was at the end of
2016 $1.61trillion?3

Also, very interestingly, data for 2017 show that & historical-cost basis) the total outward
direct investment position of the United Statethm UK is $747.6 billion, largely accountable
by holding companies and finance and insur&hthis contrasts with that in the Netherlands at
$936.7, largely explainable as Jenniges point®owccount of “holding companies that likely
invested funds in other countrie¥; Luxemburg at $676.4billion (the power of tax haseone
could argue), Canada at $391.2 billion (becaugdeaffa and proximity, of course), and Ireland
at $446.4billion (low tax ratesy.To put it directly, the US direct investment pusitin the UK

is the second largest in the world, while with melg@ the FDI in the US the UK has the top
position both in terms of country of immediate fgreparent and country of ultimate beneficial
owner?’ The economic importance of the US-UK relationghiglso highlighted by the fact that
majority-owned US affiliates in the UK employed ode4 million workers in the UK, while UK
majority-owned affiliates employed about 1.2 mitlidmericans®

19 CIA World Factbooksee above, accessed November 11, 2018

20 see Office of National Statistics “Who does the tséde with?” January 3, 2018 available at
https://www.ons.gov.uk/businessindustryandtradefirdtionaltrade/articles/whodoestheuktradewith/202-21, accessed on
November 11, 2018. A Brexiter would point out ttie share of UK exports of goods and services gairige EU has gone
down from 54 percent in 2000 to 43 percent in 204i6lem.

21 The data here are also from Hamilton, who uses ffiSab data. He also points out that in 2016 th&t US investment
presence in China and India combined ($125 billisa$ “just 18% of the total U.S. investment in Bi€.” (p. vii) A quick
computation breaks it down to about 14 (China)4rfthdia) percent respectively.

22 Hamilton, p. 146.

23 CIA The World Factbook, accessed sept 18, 2018.€Btimated UK total fdi stock figure has only iesed slightly in 2017
to $1.63 trillion, ibidem.

24 The source of data Btutzman, Sarah A. and Abdul Munasib “Direct Inwestt Positions for 20175urvey of Current
BusinessBureau of Economic Analysis, August 2018. See aénniges, Derrick T. and Sarah Stutzman “Dineet$tment
Positions for 2016Survey of Current BusingsBureau of Economic Analysis, July 2017. Both ke at bea atww.bea.gov
The estimated figure for the total stock of US diievestment abroad is $5.6 trillion (DecemberZ117) (Stutzman).

25 Jenniges, op.cit.

26 Stutzman, op.cit.

27 Smyth, Ryan and Jessica Hanson “Direct Investimgi@ountry and Industry: 201 Rews Releas@&ureau of Economic
Analysis. July 30 2018.

28 Hamilton, p. 146
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The US-UK special relationship and Europe: before WW2

The US-UK “special relationship” looms very laiigethe triangular relationship among the
US, Europe, and the UK. Historically, it can be argued that the speciatiehship started with
the Great Rapprochement of the 1890s. Some develuprof a political, economic, social, and
cultural nature helped. Let us look as some aftli Firstly, there was the expansion of the
suffrage to most adult men in Britain in the mid308, which made Americans see Britain as
more democratic and led more British to see thetsef the government by the unsophisticated
and uncouth massésNext, there was the increasing British respectierUS Constitution’s
emphasis on guaranteed rights as the best idealagid emotional response to socialism as
well as a growing acceptance of “mixed marriagetiwmeen British and US citizens (e.qg.
Winston Churchill, born in 1874, the child of andlish politician coming from an aristocratic
family and an American socialite). The third deyetent was a progressive decrease in
American Anglophobid?, (even though it can be argued that it disappeangdin the late

1950s, after the resolution of the misunderstandormected to the Suez crisis). This | would
say in no small measure was linked to the factttiatJnited States economy was becoming the
biggest on the planet, a position definitely reachg the end of the nineteenth century and
which gave the former colony a greater sense didemce. Last, there were Prussia’s victory
over France in 1870 and the 1868 Meiji Restoraitiodapan, which alerted Britain to the
challenges to its empire that Prussia and Japad oepresent®? It has to be noted that Russia’s
challenge was also deemed significant at the tamd,the presence in Africa of other European

powers such as Belgium, Italy, Germany, Portugal, $pain was also a cause of concern. It was

2% The literature on the subject is very large. Seérfstance Oliver, Tim and John Williams “Specightionship in flux: Brexit
and the future of the US-EU and US-UK relationshipgernational Affairs92: 3 (2016) 547-567, and references therein. See
also Maddison, Angu€ontours of the World Economy: Essays in Macrorieooic History(Oxford: Oxford University Press,
2007); Macdonald, Jam¥&ghen Globalization Fails: The Rise and Fall of Parericana(New York: Farrar, Straus and
Giroux, 2015) and my review of it: Ammendola, Gippe“When Globalization Fails: The Rise and Fall of Raericana by
James MacdonaldAmerican Foreign Policy Interest€015) 37:2, 120-122; Findlay, Ronald and Kevind*Rourke,Power
and Plenty: Trade, War and the World Economy inSkeond MillenniunfPrinceton, NJ: Princeton University Press, 2007);
Cameron, Rondé Concise Economic History of the Wof@ixford, UK: Oxford University Press, 1993). Sealesf the key
developments connected to the period preceding li$ted here are mentioned in the excellent Bromuhed R. “The Special
Relationship: Anglo-U.S. Relations since 17760rford Research Encyclopedia of American Hist®yblished online in June
2016.

30 Bromund, op.cit

31 Bromund , op.cit. It has to be noted that Britaiiled other Western nations in public supportdducation until 1870 when
The Education Act was passed and, very slowly, &iturt started to be more widely available. Cameoprgit., p.321

32 Bromund , op.cit.

33 ibidem
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clearly a multipolar world, where Pax Britannicallmecome a thinner concept and the British
industrial supremacy was goffeTo the British, the most natural ally was cledHg resource-

rich nation across the Atlantic where the sameudagg was spoken.

Thus, the US-Britain relationship continued to iong. A case in point is a border dispute in
1895 between Venezuela and British Guiana. Braarepted the United States’ intervention on
the side of Venezuel& This was a confirmation of the by now fairly cldxitish
acceptance/support of the Monroe Doctrine, whichtéean arbitration process that ended
largely in favor of the imperial powé?.Cooperation between the United States and Britais
clear also in connection with the constructionhef Panama Canal and during the Spanish-
American War, which ended with the 1898 Treaty afi$whereby the US gained almost all
Spanish colonies. This latter development, whiclhkega most visible end to the United States’
isolationism, could be linked to its becoming a Miqggower. Because of this new role the US,
the very country that had successfully gained iedéepnce from Britain over a century before,
instead of siding with the anti-imperialist Boegaast Britain, remained neutral during the Boer
War (1899-1902)%"

Before the outbreak of WWI in 1914 Britain, whiletras dominant as at the end of the
Napoleonic wars, still possessed most impressremgths. Such strengths commanded great
respect on both sides of the Atlan¥fd/Vhile as an industrial power Britain had lost @srdnant
position, London was the major financial center anvéstment capital source of the world. It
was the center of the gold standard system andmtryotruly committed to free trade (only the
Netherlands and Switzerland coming fairly closedelestingly, trade among industrialized
countries was in general not as important as thesflof goods that the European powers had

with their own colonies, dominions, or the otheriteries of recent European settleméfit. In

34 Macdonald, op.cit.

35 Bromund , op.cit.

36 ibidem. Incidentally, over a century later, theidian in favor of Britain came to the surface agaithe dispute between
Guyana (no longer a British colony) and Venezugke David Connett “Guyana and Venezuela in bitheddr dispute after oil
discovery” September 26, 20iftidependenavailable at www.independent.co.uk

87 Bromund , op.cit.

38 Maddison (p. 381) estimates that in 1913 the USessmted 18.9 percent of the world’ s GDP, followgChina (8.8),
Germany (8.7), the former USSR (8.5) the UK ( 8l@jlia (7.5), France (5.3), Italy (3.5), Japar® (R Belgium (1.2)

39 Ravenhill, John (edlobal Political EconomyOxford, UK: Oxford University Press, 2017) Fitdition, p. 11. Given the
vastness of the British empire, an outsider couldesstand the desire/fantasy among many Brexiparattirn to a bygone era at
times idealistically described in some school teris.
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this sense, Britain’s strength as a commercialraitithry sea power, while diminished in
relative terms by WW1, was a huge source of intewnal economic and political advantages.
However, one point needs stressing about the veadthomy before 1914: it “was dominated,
literally and figuratively, by Europe (especiallgsgtern Europe) and the United States. In
political terms, the overseas empires of West Eemomations—primarily the British, French,
and Germans but also the Dutch, Belgians, Daneksltalmns—together with the vast land
empire of imperial Russia gave them control of nthen three-quarters of the earth’s surface
and almost as large a fraction of world populatidh And for Britain, control of many strategic
narrow waterways and choke points (e.g. Dover, &bidor, Singapore) helped in no small
measure to its effectiveness in exerting its infee** However, while sea power was
important, the railroad expansion on the contindbg&and Eurasia proved to be a great game
changer. This was not lost on Halford Mackinder vidnoously stated: “Who rules East Europe
commands the Heartland; Who rules the Heartlanchzamads the World Island; Who rules the

World Island commands the World"?

Britain’s concerns about the control of the hugedtaass very proximate to it were more over
Russia than Germany. WW1 disproved that, even thalenrly after WW2 concerns over
Russia (the heartland/pivot in Mackinder’s viewgyerd to be more than justified. Further, the
vital contribution of the United States to the Adi victory is indisputable, while the view that
many held in Britain that the naval blockade wasdbtermining factor in the final result is
fairly debatable®® Also worthy of note is that the disappearancthefAustro-Hungarian and of
the Ottoman Empires after WW1 dealt a great blothéoconcept of multiethnic empire.
Nationalism continued to strengthen and would tygalay a big role in leading to WW2. The
observation that after WW1 and in the inter-warrgehe Anglo-American relationship (and for
that matter also the US-European one) went dowacoount of the US push for repayment of

war debts, its levying of higher tariffs (most sigrant example Smoot- Hawley in 1930), and

40 cameron, op.cit., p. 339.

41 On the importance of sea power the work of Alfréthifer Mahan is crucial. See HAike Influence of Sea Power Upon
History, 1660-1783originally published in 1890.

42 The quote is from a 1919 book that Mackinder wrBemocratic Ideals and Realitgut the idea of the heartland/ pivot goes
back to 1904. See Mackinder, Halford J. “The geplgieal pivot of history"The Geographical Journal Vol. 23, No. 4 (Apr., 1904),

pp. 421-437. See also Venier, Pascal “The geographical pivbisibry and early twentieth century geopoliticaltgre” The
Geographic Journal Vol. 170, No. 4, December 2004, pp. 330-336.

43 Macdonald, op.cit, p.8350me remainers would see in this an early exanfiieitin’s overestimating its strengths.
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the US refusal to join the League of Nations thois“giv[ing] the security guarantee to their
wartime allies that they desperately wanféddeems most valid and suggestive of a US
nationalism that clearly turned out to be very mgopurther, with the US ignoring the crucial
security issues connected to the relationship batvieance and Germany as well as the growing
threats that Japan’s expansion into Manchuriaeretirly 1930s represented to the Eurasia mass,

one can with the benefit of hindsight see how WWia inevitable*®

44 Bromund, op.cit.

45 Interestingly, in Mackinder's view “Russia repla¢ke Mongol Empire” as the pivot/heartland. For HiButside the pivot
area, in a great inner crescent, are Germany, idu3trkey, India, and China, and in an outer aeagBritain, South Africa,
Australia, the United States, Canada, and Japad” Mackinder “The Geographical Pivot of Historyhe Geographical
Journal Vol. 23, No. 4 (Apr., 1904), pp. 421-437.
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From WW2 to the birth of the EEC

Great Britain’s capital had already gone throughmihths of war and had experienced many
bombings by June 12, 1941. On that day Great Bridéanada, Australia, New Zealand, and the
Union of South Africa, together with nine exiledrBpean Governments whose temporary home
was now London, signed the Declaration of St. Jafaiace. The Declaration stated that “[t]he
only true basis of enduring peace is the willingperation of free peoples in a world in which,
relieved of the menace of aggression, all may eagmnomic and social security; It is our
intention to work together, and with other free jples, both in war and peace, to this.&fd

Two months later, President Roosevelt and PrimadtinChurchill signed “somewhere at sea”
a joint declaration, which came to be known asAtientic Charter?’ It notably listed key
common principles such as: support for freedomaeerse the seas; seeking no aggrandizement,
territorial or other; respect of the right of aélgples to choose the form of government under
which they will live; the granting access on equains to the trade and raw materials of the
world; and bringing about fullest collaborationween all nations with the object of securing
improving labor standards and social security. Hestruction of the Nazi tyranny” mentioned
in the Charter became much more of a direct Amergzal after the Pearl Harbor attack on
December 7, 1941 and the declaration of war agdiest)S by Hitler four days later. It soon
became clear to many more observers (as it hadtbe@hurchill for a long time) that the
flexibility that the United States possessed im&pf converting the largest industrial economy
into an arms making juggernaut was indeed extraargliand that the victory of the Allied
Powers was only a matter of time. Such was theicbam of the final result that, as a matter of
fact, it was during the war years that the Unitedidbhs (UN), the International Bank for
Reconstruction and Development (IBRD), and therfrggonal Monetary Fund (IMF) were

established.

With the United Nations, peace and security figyssaiminently as international goals for the no
longer isolationism-aiming United States. The IBRigtter known as the World Bank) focused

at first on the reconstruction needs of war toron@enies, an objective that was central also to

46 See the UN website at www.un.org.
470n the Atlantic Charter, see the UN website at wamorg and also the US Department website at
https://history.state.gov/milestones/1937-1945mitaconf
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the Marshall Plan. Created in 1947, the Plan’s itatgtal scope and long-term thrust proved to
be much more effective than the very early post-WWbilateral aid program& Its free-
market orientation led Stalin to impede its accepeaby the countries in Eastern Europe that he
had come to dominate. The IMF negotiations, whiglated the monetary order under the US
leadership, also showed most clearly the centrafithe US dollar to the free world economies’

trade flows while the end of the sterling as thg werld currency soon became apparent.

At the beginning of 1946 Stalin announced thatSbeiet Union would not be joining the
Bretton Woods institutions (IMF and IBRD). The fanso_ong Telegram that diplomat/strategist
George Kennan sent from Moscow on February 194&ptain Stalin’s decision (and which
would anticipate implicitly the concept of “contaient” that Kennan himself would later
introduce) was “the first significant move in Ameais acknowledgement of the coming
confrontation.*® Winston Churchill’s “iron curtain” speech givenlifarch 1946 essentially
explained the British view on the new state of ie$td‘all the capitals of the ancient states of
Central and Eastern Europe...Warsaw, Berlin, Pragiemna, Budapest, Belgrade, Bucharest
and Sofia...and the populations around them [were inptthe Soviet sphere”, while the United
States had reached at the same time “the pinnaalertdl power”, a “primacy” which came

with “an awe-inspiring accountability to the futui® One year later, after Britain’s admission of
its incapability to muster the resources to pro@&etece from falling under Communist control,
President Truman gave a famous speech beforetasgsrion of Congress on March 12, 1947.
In the speech, which formed the basis for the Trubactrine, the President asked for the funds
to provide aid to both the Greek and the Turkishegoments (the latter feeling the Soviet
pressure for enhanced access to the Turkish Jtasitsell as for authorizing “the detail of
American civilian and military personnel” to thedwountries at their request, also for the

“instruction and training of selected Greek andKislr personnel™! The British post-WW2

48 Judt, TonyPostwar: A History of Europe since 19@8ew York: The Penguin Press 2005), pp. 90 ff.

49 Judt, op.,cit. p. 108. George Kennan’s visionadbng-term, patient but firm and vigilant contaiemh of Russian expansive
tendencies” is most famously articulated in theekrt The sources of Soviet conduéidreign AffairsJuly 1947, which he
published anonymously

50 Churchill's speech is availab&https://www.cia.gov/library/readingroom/docs/1948-@6.pdf. For an overview of the
historical background of the European Communityrrfiwhich several of the insights of the followinages are drawn see
Ammendola, Giuseppe “The European Community, thigddrStates, and 1992American Foreign Policy Newslettdfebruary
1990,13:1, 3-10. (Henceforth, Ammendola 1990)

51 Truman’s speech is available, among others, as#ittpvw.trumanlibrary.org/. This “training” dimersi is often forgotten
and even more so the overall social interactioh Vaitals that American personnel would have henttef@ut | would argue
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weakness was also evident in connection with thBRIS attempts to increase its influence in
oil-rich Iran, which were also successfully resisby Truman after 1946. Most notably, in
addition to specifically referring to the fact tl&reat Britain finds itself under the necessity of
reducing or liquidating its commitments in severaits of the world”, Truman stated in the same
speech that the US has “to help free peoples tataiaitheir free institutions and their national
integrity against aggressive movements that see@kpose upon them totalitarian regimes. This
is no more than a frank recognition that totalgarregimes imposed on free peoples, by direct or
indirect aggression, undermine the foundationsitgrnational peace and hence the security of
the United States®?

One great area of agreement between the Britishhendmericans was on the need to
rehabilitate Germany in order to improve overall3féen European stability and strength. The
awareness that true reparations would be impossii#yous for the Germans, that the Marshall
Plan funds were most needed by them, and that Savaperation on achieving unification of
the country was unthinkable (think for instancewtibe 1948 Berlin blockade) would lead to
allowing in 1949 self-government status--in thaviasf a federal republic-- to the occupied
Western areas of GermafyBeyond this initial step, the road to Europeameaaic integration
started truly visibly with the creation in 1951tbé European Coal and Steel Community
(ECSC), viewed as necessary to prevent future ictstriggered by the desire to control access
to coal and iron. Moreover, and most importantig United States saw also the European
integration process as an excellent way to stremgpiolitically and socially the Western
European states, especially considering the thepatsented by the Communist parties in
several of them. The creation of the European Bzxooi@ommunity in 1957 was also
encouraged by the United States. It can be reaoaajued that the risks that the member
countries would erect together high trade baraganst the outside world were not deemed as
too great (correctly so). After all, the trade ragithat materialized in 1947 through the General

Agreement on Tariffs and Trade (GATT) successfailyved to reduce quotas and tariffs, an

that they both have in general contributed to mgkire US bases in Europe a good tool to improaicels between the US and
the host country as well as the overall image oeAioa.

52 ibidem. Truman also recognized in the same spéechdngruence of this position with the goals eftmited Nations.

53 Macdonald, op.cit., p.177. Itis very arguablatttiis gratitude-connected factor is one of ttEsoas why the Germans are
stronger than the French in wanting the UK to stayn this “French exception” within the EU see iftstance Revesz, Rachael
“Brexit: More French people want UK to leave the H#ldn to stayThe IndependenSeptember 4, 2017 where one reads that a
major survey showed that “more people in GermamjaRd, Sweden and Denmark wanted the UK to remarhof the EU

than those who wanted it to leave.”
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overall objective stemming from the compelling desiot to have a repetition of the trade wars
of the 19308*

The creation of the North Atlantic Treaty Organiaat(Nato) in 1949 clearly was also a strongly
European-centered initiative. Among its distingingifeatures there were the headquarters
located in Belgium, its collective defense natared the permanent UN member status of the
US, the UK, and France. The entrance of West GeynimaNato in 1955 stemmed from
American and British conviction of the necessitytieengthen Europe militarily in a more direct
way >® Nato clearly conformed to the logic of Mackinderptrovide a direct military counter to
Soviet expansionism. Not a moment too soon, sineg@érceived Russian threat to Eurasia was
felt much more strongly after communist leader Mae-Tung’s ascent to power in China on
October 1949. The outbreak of the Korean War irD1&&ded further to American and British
concerns. As a consequence, the process of tramsion of a former wartime enemy into an

ally was accelerated: in 1951, with the Treat$ah Francisco, Japan was fully rehabilitated.

Most relatedly, the United States also shiftegbdsition on decolonization. During WW2, the
former British colony had stood by its principldsadat we would call today self-determination
and at first supported decolonization. However ritieg Communist threat in the Far East
became a game changer. A well-known radio andisievaddress given by then Vice-
President Richard Nixon on December 23, 1953 caglttire concept: “Why is the United States
spending hundreds of millions of dollars supportimg forces of the French Union in the fight
against communism in Indochina? ... If Indochinasfallhailand is put in an almost impossible
position. The same is true of Malaya, with its reiband tin. The same is true of Indonesia. If
this whole part of south-east Asia goes under conishdomination or communist influence,
Japan, who trades and must trade with this areedier to exist, must inevitably be oriented

towards the communist regime. That indicates toamaito all of us why it is vitally important

54See Mcdonald, op.cit., p. 189. Of course, with réda nontariff barriers, progress became moréleroatic since the late
1960s.

55 This came after France’s earlier opposition to Gery's full rearmament through the European Defe@oamunity (EDC).
The EDC essentially aimed at creating a suprarati&aropean army, but, in the end the French Paeiia voted against its
ratification in 1954. Calvocoressi, PeWbprld Politics 1945-200QHarlow, Essex, UK: Longman/Pearson, 2001), p- 219
France’s agreement to Germany'’s entrance in Nat@da be conditional on US support for the ill-thierench attempts to
control Indo-China. See Judt, op.cit., p. 284
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that Indochina not go behind the Iron Curtait.”"More broadly, the British and the French were
encouraged to continue to exert their influenaoihg otherwise could lead to the establishment
of communist regimes. On the other hand, the indég@ece of countries which would not be

headed by communist leaders would in general noppesed>’

Two principles thus stood out in the American postone, guarantee the access in a fair way to
important raw materials for the Western countried ®vo, carry out the containment policy and
prevent any “domino effecf® The United States’ position pleased both the UK thedWestern
Europeans. However, a major source of controvamdyngisunderstanding materialized when
Egypt's President Gamal Abdel Nasser nationaliheduez Canal in July 1956Shunning the
uncertainties and slowness of a possible UN-cordesblution, France, the UK, and Israel
intervened militarily three months later. The Uditetates, irritated at the fact that attention was
drawn away from the USSR’s invasion of Hungaryt tieht Britain and France were placing
their own “colonial” interests above those of thedéérn alliance. Confronted with a significant
run on the sterling (and the prospect of IMF andtééhStates’ total lack of financial support),
the United Kingdom had to bow to US pressure asageh US resolution calling for a cease-fire
and withdrawal of forces from Egypt that had beppraved overwhelmingly by the UN General
Assembly on November 2, 19586.

In spite of its role in pushing for the withdravediBritish and French troods,the United States’
gains in terms of public relations as a defenderoof-aligned countries were arguably
significantly diminished by the USSR’s claims titatas its strong threats—including nuclear
ones—to Britain and France that really forced the tountries to back down. Most importantly,
Britain and France learned two very different lessdritain saw its reputation as a colonial

power significantly damaged and its colonies’ mtameard independence rendered easier and

56 See Department of State Bulletin, January 4,19%d|able at
https://archive.org/stream/departmentofstat3019640#ipage/10/mode/2up/search/Malaya

570ne could note that, during the Cold War, an infaroonversation with many US diplomats about thienale for American
support of foreign dictators opposed to communissald essentially include their uttering a sentdiiee”..yes, he is a bad
guy...but he iour bad guy..”

58 The reference to dominos and their fall one dfterother was made famous by President Eisenhdveer April 7, 1954 press
conference

59 On the Suez crisis, see for instance Judt pp. 2886 Calvocoressi 395ff.

60The British and French forces withdrew their troogghin weeks. See for instance James M. BoughtaortiNvest of Suez:
The 1956 Crisis and the IMAMF Staff Papers/ol. 48, No. 3, 2001.

61 Israel withdrew its troops as well but receivedudilic US commitment guaranteeing its right of passthrough the Gulf of
Aquaba (Judt, p. 297).
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more rapid® From that moment onward the UK, when deployingps (like in 1982 to retake
the Falkland Islands, or after the end of the Gl in the Balkans, Sierra Leone, and Iraq),
would always make sure to have the US support.speeial relationship would henceforth be
viewed as one in which a key element was the UKmegete recognition that, from Truman
onward, the United States had acquired the powsyitemic role possessed by its former

colonial master.

France drew a different conclusion: the countrygnding as a colonial power had been
damaged by the American actio”¥To the French, the closeness of the relationshipdsn
Britain and the Unites States meant that the fomveer not reliable. There was only one way
forward: France would have to develop its own eacketerrent and create a special
relationship with Germany that would lead to amsgr&urope. In March 1957, with the Treaty of
Rome, the European Economic Community (EEC) andethhepean Atomic Energy Community
(Euratom) were created. Composed of the same sixtges that had founded the ECSC
(Belgium, the Netherlands, Luxembourg, Francey)tahd West Germany), the EEC soon came
under the dual control of Paris and Bonn, withftrener playing a larger role in policy
conceptualization and direction and the latteoioting the bill--but displaying some significant
independence through its moves in the late 196@sratine 1970s to improve relations with
Eastern Europe. This Ostpolitik would raise someceons among three key fellow Nato
members- the US, UK, and France-even though Gefamaign policy would on the whole

continue to be very supportive of Nato, the UN, arfdderalist Europé&#

62 See for instance Judt and Calvocoressi about $peoiintries and the rise of Commonwealth.

83 For French leaders this was most painful in Algasiaich was considered an integral part of metritgolFrance, unlike
Morocco and Tunisia which were viewed more likeooiés.

64 See Judt, p.270ff and 497ff.
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From the Europe of Six to the End of the Cold War

The international economic system had been centerdédde US running significant trade
deficits since 1950 and on the use of US dollardidaidity purposes®® By the beginning of the
1960s, it had become clear that the United Statek cxot any longer handle alone the
international monetary system, given the fact tbisgign dollar holdings had come to exceed US
gold holdings. Thus, as the promise of convertiphiad become impossible to maintain, the US
had to rely on the cooperation with other major Wescountries through the Bank for
International Settlements (to better handle thetifatdral payments system) and the Group of
Ten (to provide additional resources to the IMH)erefore, the United States across the 1960s
was capable to avoid restrictive monetary and ffigohcies and face more comfortably the
burdens of financing the War in Vietnam and theaBf&ociety programs. Furthermore, the
overvalued dollar made investment outflows ea&ading US-based multinationals to gain a

strong presence in Europe, which at times was teden

The European integration process proceeded rattséhbin the 1960s. Notably: customs duties
within the EEC were removed totally by 1968; EEE&titutions gained greater powers; in the
EEC, the principle of unanimity was replaced in saameas of decision making by qualified
majority; the European Court of Justice (ECJ) decdan 1964 the primacy of community law
over national law (Costa v. Enel decision); and@oenmon Agricultural Policy (CAP) was
established to support farmers and achieve grésadrsecurity?® In the conflict between
supranationalists and intergovernmentalists, whantitinues to this day, on the whole the former
gained some important battles in the decade. i} against supranationalism when it felt it
could not control it, France used its underlyingi¢ato veto the access of too-close-to-America
Britain to the EEC. This was in line also with fiear that many had of US corporations’
economic dominance in Western Europe, describée inefi Americaine®’ Britain, on the

other hand, became affected by the rapidity ofigolonization process (think for instance

65 With regard to this section the literature is viemge as well. See for instance Barry Eichengi@eaorbitant Privilege: The
Rise and Fall of the Dollar and the Future of tikernational Monetary Syste(hNew York: Oxford University Press, 2012);
Joan E. Spero and Jeffrey A Haihie Politics of International Economic RelatigiBoston, Mass.: Cengage Learning, 2010);
John Ravenhill (edlobal Political Economyop.cit.

66 Both the ECJ and the CAP would be béte noires fexiBers, as we shall see later

67 Jean-Jacques Servan Schreiber stated in his 1@&7tat “L'Europe a créé un marché, elle n’a pgsame
puissance”(p.116). In essence: Europe has createtlat, it has not become a power (like the US) Defi AmericairParis,
Editions Denoél 1967, available in English as Set8ahreiber, J.Jlhe American Challeng®&ew York: Atheneum, 1979).
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about the great increase in UN member states 494®), by the realization of the diminished
importance of its Commonwealth trade, and by itkiced global leadership capabilities.
Perceiving the future of the European Free Tradmgiation (EFTA), which it had joined in
1960, as politically and economically inadequédte, Conservative Macmillan government took
the historical step of announcing in July 196ajtplication for EEC membershipThe UK'’s
joining the EEC across the decade was, as noteceabetoed by General de Gaulle who

considered Britain as a “Trojan horse” of the ¥S.

The 1970s were a complex decade for the WesterldwOn the security front, the United States
had arguably been distracted from the Atlanti@allie on account of: its own détente with
Russia, culminating in the signing in May 1972lté Strategic Arms Limitations Treaty (SALT)
I and the ongoing negotiations for SALT II; its ppchement with China; and the
disentanglement from Vietnam. On the economic fronpredictability rose. The end of the
convertibility of the dollar into gold in August T2 marked the beginning of the era of floating
rates. The 1973 oil crisis (which also saw sigaificstrains in the relations with Europe during
the October 1973 war when Nato allies France, \@esmany, and the United Kingdom were
prominently noncooperative so as not to upseftiad countries ) seemed also to usher in an
era of emergence of other cartels in other keymeterials under the control by former
colonies--which of course did not materialize. Tineases in unemployment levels and
inflation and poor or negative growth rates (staigdh) did not help in improving the
relationship between Europe and the United Stat¢sey made coordination of monetary and

fiscal policies nearly impossible.

In the 1970s the process of European integrationgaded with the 1973 EEC membership
enlargement (UK, Ireland, and Denmark). The newmé&mePresident, George Pompidou, decided
to ignore his predecessor’s views, seeing Britigimimership as a useful counterbalance to the
growing economic power of Germany. Britain, on tlieer hand, had been very impressed by
the early achievements of the EEC. For instancthari960-70 decade the GNP growth of the

58 The original EFTA countries were: Austria, Denmaxlorway, Portugal, Sweden, Switzerland, and, ofrse, the United
Kingdom. Its main distinguishing feature was theklaf a common external tariff, unlike the EEC.

69 See Blair, Alasdairhe European Union since 1949arlow, Essex, UK: Longman/Pearson, 2010), pléias also to be
noted that France left the integrated Nato comnfaaotinot the organization) in 1966. It would ofitty rejoin the command in
2009. Sedttps://www.diplomatie.gouwebsite.
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six member countries averaged 4.2 percent a yeamsighe 2.3 percent figure for Britaff.
Conservative British Prime Minister Edward Heattv seeither the Commonwealth nor EFTA as
yielding as many benefits as access to the EE®,ibderms of trade opportunities and stdfus.
Euroskeptics were very active in both the Consergaind Labor Parties and pushed for a
referendum in 1975 on whether to stay in the EB(& Viote in favor of remaining was 2 to 1,
which meant that there had been clear support fraters of both parties. Nevertheless, on the
whole, for the rest of the decade there was nothmwigible progress on integratidfA little
progress was achieved with the creation of the Gafukuditors and, arguably, with the signing
in 1975 of the Lome’ Convention, in line with Bsli desire to support Commonwealth and
Third World countries’ access to the EEC markelss Tatter could be viewed as consistent with
the idea of growth of Europe by breadth more theptld a position in general favored by
Britain. In economic terms, by the end of the dectdre was also common talk about

“Eurosclerosis”.

At the beginning of the 1980s, President Ronaldg@eanoved to undo some of the damage
suffered image-wise in the previous years: a pegsid resignation, the unfavorable (to say the
least) end of the Vietham War, the Iranian hostaggs, and the Soviet invasion of Afghanistan.
Most interestingly, “[ijn 1980,Europeans, who heagbressed frustration over the Carter
administration’s perceived willingness to cut camvenal forces and negotiate away nuclear
weapons, were pleased to hear that... the new Anmepiessident... reaffirmed his commitment
to Western Europe.”® Soon matters heated up between the two sideg dtthntic, however.
Significant discoveries of gas fields in West Siaéed to the joint Euro-Soviet planning of the
construction of a 3,700 miles long pipeline to VéestEurope. The US security concerns were

clear: the USSR would gain valuable hard curremcyaweapon (because of Western energy

0 See Blair, op.cit., p.49

71 See Blair, op.cit., p.48

72 One has to note however that “[ffrom the Paris mitrof 1974 onward, it was decided that ... meetirgshpads of
government] should take place more regularly armbiye more “institutional.” The objective was to yide greater political
impetus to the European integration process thrinfghmal meetings at the highest levels of decisizaking.” Ammendola,
Giuseppe European Institutions, the Constitutional Treatyd ¢he Treaty of Lisbon: Complex Realities in Matian Giuseppe
Ammendola (ed.The European Union: Multidisciplinary ViewgStony Brook, New York: Forum Italicum 2008), pp-73, at
p. 17. Henceforth Ammendola (2008a)

73 Cowles, Maria G. and Michelle Egan “The Evolutidrtlee Transatlantic PartnershiiftansworldWorking Paper no.3,
September 2012, p. 11 referring to Unwin, Derek&/¥Political History of Western Europe since 1988 ed., (London and
New York: Longman, 1997).
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dependency) to “blackmail” the US alli& . Therefore, the Reagan administration imposed a
unilateral embargo prohibiting US companies andBmpean companies connected to them
from exporting the equipment necessary for the ttoason and functioning of the pipeline. The
European governments opposed vehemently the US,rdesging to reduce their dependency
on the Middle East and reap environmental benfita the reduced use of co&l.British

Prime Minister Margaret Thatcher sided with theeotBuropeans. Concerned considerably over
the impact on British companies which had contradtis the USSR, she told them to ignore the
embargo “and ship their good<®. In the event, at the end of 1982 the sanctions Viféed, also
in acknowledgement of their relative ineffectivené$ Most interestingly, “[w]hile Britain’s
position over the pipeline was a rare example atiing independently .. [from] Washington in
the course of the 1980s, it was also an illustratibthe benefits of Community membership,
where the US retraction of sanctions had beeneénfted by a collective European positidh.”
The strength of the US-UK relationship was in aagecseen, among others, very clearly in the
1982 Falkland war (where the US supported Britamg the 1986 Libya bombing (Britain was

the only European country that allowed the US@icé the use of its bases).

From an economic point of view, broadly speakihg, ¢arly 1980s were characterized in the
OECD countries by recessions, high unemploymert stegnation in trade. In the second half
of the decade, the industrialized countries sawvtirgates improve and inflation rates decrease.
Unemployment rates remained high on both sideseoftlantic, however, fueling protectionist
policies. The overvaluation of the dollar and rigklatundervaluation of the yen and the deustche
mark played a major role in US trade and balangeagiments deficits leading to rise in

protectionist pressures in the US.

74Yergin, DanielThe Quest: Energy, Security, and the Remakingedftbdern WorldNew York: Penguin Books, 2012), pp.
336-7.

S ibidem.

6 Yergin , op.cit. p. 337.

77 See Gwertzman, Bernard “Reagan lifts sanctionsaes or Soviet pipelineNew York Timeslovember 14, 1982. Also to be
noted is the reassuring, to US leaders, increaB®iwegian oil and natural gas exports to Eur@se for instance
https://www.norskpetroleum.no/en/production-andegigiexports-of-oil-and-gas/

78 Blair, Alasdair.Britain and the World Since 1948 ondon and New York: Routledge, 2015), p. 1060ther exception was
the disapproval of the US invasion of Grenada i83L8xpressed by Margaret Thatcher, who in geneaalanstrong supporter of
the US and President Ronald Reagan.

7% See for instance Spero, op.cit., p. 83
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In the decade of the 1980s, there was also somenmmav towards greater European integration.
Acknowledging that the total removal of customsekiamong EEC countries--achieved by
1968--had not meant true free trade across EU boadeaccount of different national
regulations, the Twelve members of the EEC setadeal with such differencé®The Single
European Act (SEA), ratified in 1987, launched @alor six-year program to transform the
Common Market into a single market. The SEA expdrile competence of the Community in
the areas of social, environmental, and researdheanological policie$? It expanded the
powers of the European Parliament and of the E@m@®mmission. Most importantly, the
SEA increased the number of instances in whiclCitnencil could use qualified majority voting
instead of unanimity in taking decisions. For ourgmses, it is most interesting to note that
individual national governments tended to preseat3EA to their home electorates in terms
most favorable to their country and their own paodik stands. Notably, Prime Minister Margaret
Thatcher stressed the importance of completingntieenal market by 1992 and the role of
British pragmatism in opposing the Brussels burestat pipe dreams®” She did not mention
the strengthening of the European defense idethiglySEA provided for (arguably at variance
with the British traditional support for the AtlantAlliance) and, most importantly, the
expansive nature of the European design along $inpported by France and Germany but not

conforming to traditional British positions of peefing widening over deepenirf{.

The end of the decade was marked by dramatic develots to the east of the Europe of
Twelve. In 1985, the new top leader of the USSRsHdil Gorbachev, upon assuming power
started to move on multiple fronts. In securitynter it was clear to him that the global
competition with the United States was economicafigustainable for his country: the arms

race was just too expensive. Hence, the need th i@greements to cut down on nuclear

80The three new members were Greece, which join@@&1 and Spain and Portugal in 1986. All three vaeteowledged to
have become true democracies and left their auttograst behind them. Arguably, their admissiomitiite club was in line with
the UK’s “widening” preferences (over the “deepaiinnes).

81 See the text of the SEA at the https://eur-laxpa.eu/ website. On the SEA see for instance Amdolar(1990) op. cit.
8235ee BlairBritain and the Worldop.cit., p113. Prime Minister Thatcher cleaiket the fact that “since the fall of 1982, West
Germany’s liberal-conservative government had ledncing the role of the state in the economy[slse] had been doing in
Great Britain since 1979 ", as | pointed out in Aemdola (1990), p. 6. She also must have not bespedised at France’s
“feeling the effect of the consequences of theastiinspired unilateral expansion of aggregataaled in 1981, which
collapsed as a result of the worsening of its ti@c®unt and vehement speculation against itsmeyreAmmendola , ibidem.

83 See Blair , ibidem



25

weapons and to reduce the size of conventiona¢$ostationed in Eastern Europe and foreign

commitments in general (most notably in Afghanisfdn

In broad economic terms, there was no shortagbalfenges either. First, there was a trade
system among Communist countries that was certatlefficient and growth-inducing.
Second, the difference in standard of living betwEast and West, the result of markedly lower
growth rates in communist countries for years, mogber productivity growth, and a marked
disconnect between research and development hatdhlegioo big and too difficult to hide in an
era of progressively better communications. Furtindrad become clear that the centralized and
bureaucratic apparatus at the top of the USSR amatldhanage complex economic realities. The
policies enacted by Gorbachev to meet these cly@tgmglasnost (openness) and perestroika
(restructuring), led to demands for further chaimgeentral and eastern Europe and across the
Soviet Union. Most relevantly, Gorbachev in a callgiimportant speech given at the United
Nations on December 7, 1988 made it clear thatisieeof force and the threat of using it should
not be instruments of foreign policy and that tealities “of social development in different
countries” and other peoples’ views had to be a@eckand respected, “learn[ing] how to live
side by side while remaining different and not agrg with one another on every issdeWith

a speed not anticipated by anyone (including Westecurity agencies), competitive elections
were held across all the countries in the entindesgsoon to be former such) orbit. Poland,
Hungary, East Germany (which would reunite with W&ésrmany in 1990) Czechoslovakia
(which would split pacifically into the Czech Repiatand Slovakia in 1993), Bulgaria, and
Romania (in spite of the Ceausescus’ unsuccessfigint resistance) all moved toward
independence. Furthermore, the independence oitbe Baltic states (Estonia, Latvia, and
Lithuania) was recognized by the Soviet governnreteptember 1991. Clearly, the issue of the
European Community enlargement had become much diféeeent, important, and compléX.

An immediate example of the difficulty of confromgj the challenges stemming from this more

84 For our purposes, it is interesting to note that Aaigust 26, 1987, Chancellor Kohl announced” tits Federal Republic of
Germany would dismantle its 72 Pershing IA missiled not replace them with more modern weaporeifunited States and
the Soviet Union scrapped all of their INF [Intediae-Range And Shorter-Range Nuclear Forces] lassas foreseen in the
emerging [INF] Treaty. This was a unilateral deateon by the FRG and... not part of the INF Treathijch,” as “a bilateral
U.S.-Soviet agreement” dealing with the eliminatafrintermediate-range and shorter range missiadavbe signed in
December 1989J.S. Department of State: Diplomacy in actiaxailable at https://www.state.gov/t/avc/trty/862.htm

85 The speech is available ltps://astro.temple.edu/~rimmerma/gorbachev_spéech/N.htm.

86 See Ammendola, Giuseppe “Investing in the New Eeifap Ammendola, Giuseppe (edhe European Union:
Multidisciplinary Views (Stony Brook, New York: Forum Italicum 2008), df24-40. Henceforth Ammendola (2008b)
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complex Europe can be seen in connection with®riBrime Minister Thatcher’s publicly

voiced concerns over German reunification, whitarlan she came to regret.

After the Cold War

The Fall of the Berlin Wall in November 1989, tH&mal declaration at Malta by George H.W.
Bush and Mikhail Gorbachev the following month, ahe end of the Soviet Union in December
1991 are all crucial milestones associated to titkeod the Cold War. The United States had
become the dominant world power and one could rathmfortably say that henceforth its
policies would run across a wide range betweendramatically opposite positions. On one
side, the prevention of the emergence of any atem to its benevolent dominant power, a
position most clearly connected to the “rejectiorof.collective internationalism, the strategy
that emerged from World War Il when the five vietars powers sought to form a United
Nations that could mediate disputes and policereatts of violence® On the other side, the
pursuit of multilateralism and cooperation, cleatyoption vastly more diplomatic and much

preferred abroad, including among the Europeaasifli

Certainly the end of the Cold War did not makewlmeld simpler. Among the views about the
future that pundits and policy makers in searchrofd generalizations most often would
mention, two stood out in the nineties. One wasttimend of the Cold War represented the

victory of democracy over communism and even mAsethe most often cited supporter of this

87Her statements derived from her worries of Germmdgminance of Europe. Her regret over such a stacldarly stated in
her memoirs published in 1993. See Blair 2015168-9

88 Macdonald p.219. The quote is from Patrick TylerSUStrategy Plan calls for insuring no rivals dep&New York Times
March 8, 1992 and refers to a leaked Pentagon dectum

89 Notably, as a consequence of the uproar cominigemiake of the leaked document, this latter pasitias privileged
officially by the White House. Macdonald,ibident.also arguably better addressed the concernstlog@reation of a “Fortress
Europe”, which many believed could prevent US comiggfrom effectively gaining access to EC marledtsr 1992.
(Incidentally, the concern among US companies ptethmany of them to rush their managers to getwhrimformation as
they could, including taking university courses tba Europe 1992 Project. On the Europe 1992 Rrgjee Ammendola (1990),
op.cit.) This led to the signing of a “Transatlarideclaration” in November 1990 which establislaeggular political dialogue
between the U.S. and the EC at various levelsydticy regular summit meetings. The cooperationeredton the areas of
economy, education, science and cult&ee the website of the US mission at the EU asiiftiseu.usmission.gov/our-
relationship/policy-history/io/ . With regard toruerns that US companies operating within the EGlevbe discriminated, see
for instance Guay, Terrence Rhe United States and the European Union: The ialiEconomy of a Relationsh{plew York:
Routledge, 2012) , where one reads (p.60): “OncedliBymakers and businesses reflected on the aapdins of the Single
Market Programme for US companies, the advantaggarbto clearly outweigh potential problems. Theaeal of internal
barriers would help all businesses competing iropewhether they were EC-headquartered or not. blsized product
standards and fewer obstacles to getting prodpgioaed by regulatory authorities would reduceah®unt of time that US
companies had to spend dealing with national bureaies. In theory, the opening of public procuretiveould enable more
companies to compete for government contracts.”
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view, Francis Fukuyama, put it in the summer of298he triumph of the West, of the Western
idea, is evident first of all in the total exhaostiof viable systematic alternatives to Western
liberalism.”®® The death of communism had shown clearly in leotinomic (including
consumerist dimensions) and political terms thesgopty of the Western model and its
representing a crucial arrival point, “the end tdry”, according to Fukuyama. He did not and
could not claim that conflicts would be a thingtloé past; many places in the world had not yet
reached (and were in actuality—and continue to Is¢far from) the liberty and equality

levels that had been attained in the West. Bustiperiority of the Western way of life had been
demonstrated and the world could no longer be atgohlly divided.

In 1993, Samuel Huntington provided an authoritatiternative broad view that challenged the
one put forth by his former student Fukuyama. Hgttin strongly resisted the concept of “end
of history”, since other potential sources of catdl were out there: “.... the fundamental source
of conflict in this new world will not be primarilieological or primarily economic. The great
divisions among humankind and the dominating soaf@®nflict will be cultural. Nation states
will remain the most powerful actors in world afigibut the principal conflicts of global politics
will occur between nations and groups of differemtlizations. The clash of civilizations will
dominate global politics. The fault lines betweenlizations will be the battle lines of the

future. Conflict between civilizations will be thegest phase in the evolution of conflict in the
modern world.®* The wars in the former Yugoslavia which startethie early 1990s showed
clearly the cultural and religious rifts in the @dntinent at “the meeting points of the old
Austro-Hungarian and Ottoman empires, and of Catilsah, the Orthodox Church, and Islam
and where national identities had been forged duthe previous century with claims of self-
determination.®® The 9/11 attacks, a decade later, would leaduppaters of the “clash of

civilizations” view to reiterate most forcefullysitvalidity.

The end of the Cold War also saw a significantease in the acceptance worldwide of free-
market principles. Trade, services (in spite oftadff barriers), and capital flows increased

considerably in the 1990s. Globalization becamaialnmore widespread word and idea. Most

90 Fukuyama, Francis “The End of HistoryPhe National Interés Summer 1989.

%1 Huntington, Samuel P. “The Clash of Civilization§reign Affairs Summer 1993.

92 Freedman, LawrencEhe Future of War: A HistorgNew York: Public Affairs, 2017), p. 154nd, arguably, at least some
people in Britain must have thought that being ssted by water from such problems was a very ghodjt
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relevantly to our purposes, regionalism also becarmes important. The European integration
process continued: the Maastricht Treaty signdeeioruary 1992 by the then twelve members
created the European Union (EU), which tried tabeé supranational and intergovernmental
preferences. The EU had a three pillar-structune. first pillar included the European
Community (EC), comprising the EEC, the ECSC, anchi&m?® New policies were added, the
use of qualified majority voting was expanded, pogvers of the European Parliament were
increased through a new co-decision procedureetiegtled it to block or amend legislation in a
process where the Council could be thought of pesenting the states and the Parliament the
people, and the Commission saw its role as an agsetter gain in importanc¥. The second
pillar dealt with the Common Foreign and Securityi¢y (CFSP). The third pillar concerned
Justice and Home Affairs (JHA). The second andlthiliars, given their nature, were

characterized by intergovernmental decision-making.

The first pillar, on account of its increased useeighted and qualified majority voting was
much more supranational in nature than the otherpiiars. However, this was not so in one
major respect, its most innovative dimension, theoean Monetary Union (EMU). The
EMU'’s foundations established at Maastricht ain@edreate a single currency, the much needed
necessary (but not sufficient) step to move thet@ard becoming a US-like political and
economic entity. Three stages were envisionedhaeae this goal. The first stage, to be
completed at the end of 1993, provided for thel fot®dom of capital movement in the EU.
The second stage, to last until the end of 1998;iged for the creation of strong measures of
coordination of national monetary policies whilether strengthening the independence of
national central banks. The third stage, to stadanuary 1, 1999, would see the creation of a
common currency for all participating countries d@nel assumption of the responsibility to
conduct a single monetary policy by the Europeamnti@eBank (ECB). During the first stage,
the European Exchange Rate mechanism (ERM), thersys (almost) fixed exchange rate
margins designed to reduce exchange rate variahitil augment monetary stability in Europe,

came under great pressure. Most notably, the Urseacy came under attack and was forced

93 On the three pillars, see for instance Laursem Fime Treaty of Maastricht” in Jones, Eric et(@ds.)The Oxford Handbook
of the European UniofNew York: Oxford University Press, 2012) pp. 124; Blair (2010), op.cit., pp. 79ff.; and Van
Overtveldt, JohanThe End of the Euro: The Uneasy Future of theopean UnionChicago: Agate Publishing, 2011).

94 Blair (2010), op.cit, pp. 82-3; Laursen, op.cit12il.
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out of it. As a matter of fact, Labor leader TongiBwould later attribute his victory at the 1997
general elections to the harm done to John Mafoosservative government by the 1992

crisis® As a clever observer pointed out: “Blair was ustirdably reluctant to repeat the
experiment.... A euro that was the currency of nst june European economies but also the UK
and the City of London would have been an even rfmreidable rival to the dollar. But it was
not to be... [although] the new currency [would tout to be] an intriguing alternative to the
dollar.” % The UK asked and obtained an opt-out from the EAid Denmark also did the same.
Upon the insistence of Germany, several convergeriegia were established for the countries
which wanted to join the single currency area. Tlveye: one, an inflation rate that is not more
than 1.5 percentage points above the rate of tiee thest performing Member States; a
government deficit not exceeding 3 percent of G®Bovernment debt not larger than 60
percent of GDP; a long-term interest rate not ntlba@ 2 percentage points above the rate of the
three best performing member states in terms oémiability; and exchange rate stability, with

a participation in ERM Il for at least two yearghdut severe tensioff$The challenges
connected to meeting such criteria as we have aegeve turned off the British substantially.
Gordon Brown, who served as UK Chancellor from 1892007, acknowledged in 1997 the
advantage for his country to join the Eurozonesimis of “transparency of costs, currency
stability, trade, and long-term interest raté8.But his concerns outweighed the pluses because:
“....Interest rates appropriate for one part of tremavere not necessarily right for another.... all
[participating] countries were not growing in hamyaand [also] because Europe's countries did
not appear to have the flexibility necessary tasidjheir economies to crises or even the tough

discipline of a single currency?®

The second pillar, the Common Foreign and Secaticy, showed its limitations across the
entire decade through the inability of the Europgaion to engage in diplomacy and intervene
effectively in the former Yugoslavia. Only the U8arvention, via Nato, in the end truly made a

difference. It was a late intervention affectednmitiple factors, including: the lesser interest in

95 Eichengreen, op.cit, p. 96

9 ibidem

97 See the official European Commission websitetis://ec.europa.eu/info/business-economy-eurofatea/enlargement-
euro-area/convergence-criteria-joining_en

98 Brown, GordorBeyond the Crash: Overcoming the First Crisis afl@lization(New York: Free Press, 2010), p. 187.
99 Brown, op.cit., p. 186.
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foreign policy at the beginning of Bill Clinton’sgsidency (remember “it’'s the economy
stupid”), the continued belief by the British thathout US support no military or peace-keeping
operation could be effective, concerns connectdabth the complexity of troops deployment
and the message that “Western inaction” could $enpotential aggressors elsewhere”, and
Clinton’s change of mind once he realized that “poicy of non-commitment was increasingly

viewed as a[n electoral] liability. *9°

The third pillar, on Justice and Home Affairs, @oected to “a policy-making domain of the
EU covering asylum and immigration policy, exterbatder management, judicial cooperation
in both civil and criminal matters, and police ceation.”?! Clearly these are issue areas
typically most associated to being “exclusive damaf member-state competenc€?They

were also destined to become more “supranationalie years ahead through treaty changes.

The process of European integration saw in 1994dukion to the EU of three more members:
Austria, Finland, and Sweden. The economic deve@psnof the previous years had led them to
believe that being part of EFTA was not as advasdag as joining the Twelve. In a post-Cold
war climate, the adhesion to the CFSP was not ageonflicting with their tradition of

neutrality. Furthermore, their political, economand regulatory realities made integration fairly
easy. Interestingly, Norway, also a member of EFd@cided through a referendum to reject EU

membership, arguably largely on concerns overdbssvereignty on fisheries and enerd.

In terms of broad economic results, in the 199@sRtropean Union’s growth rate was less than
that of the United States. Notably, between 19321399 the average real GDP growth in the
US was 3.6 percent? The corresponding figures for the EU15 and Japeme .9 and 1.1
percent, respectivel?> Unemployment in the EU was also higher. For insgaim December

1990 in the (future) Eurozone countries the unegmkmnt rate was 7.7 percent whereas in the

100B|air ( 2015), op.cit, p. 129- 31

101 Monar, Jorg “Justice and Home Affdir$ Jones, Eric et al. (ed$The Oxford Handbook of the European Uniop.cit,
p.613.

102 jhidem

103 Norway, largely on account of the revenues comingifNorth Sea oil and gas, has the largest soveredglth fund in the
world.

104 3pero, op.cit., p. 111

105phidem. As we shall see later, in the new centheyWS continued to grow more rapidly than the Eanezand Japan. Spero,
ibidem.
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United States it was 6.3. In December 2000, theeres/e figures were 8.4 versus 3.9 percént.
Further, the United States displayed greater ecanfiexibility and a superior ability to lead in
the emerging information and telecommunicationsoset®’ The United States also moved in a
more “regional” direction. The process had stagkdady in the 1980s, because of US
dissatisfaction with the slow movement of tradeidization at the global level and the CAP’s
distortion to world tradé% It accelerated with the coming into force on Japuda 1994 of the
North American Free Trade Association (NAFTA), gidrwith Canada and Mexico and with the
country’s pushing for a Free Trade Area of the Anas. Around the same time, multilateralism
in trade reached a peak with the signing in Apd®4 of the Uruguay Round and its leading on
January 1, 1995 to the World Trade Organization QN3 coming into effect, replacing the
GATT.

The WTO maintains a list of Regional Trade Agreets¢RTAS)1%° Most notably, “[ijn the
period 1948-1994, the GATT received 124 notificasi@of RTAs (relating to trade in goods), and
since the creation of the WTO in 1995, over 400tamthl arrangements covering trade in goods
or services have been notified? The increasing importance of services (especaalgxports
from the US and the EU) in world trade is cleaités also the great difficulty of incorporating
them in a multilateral WTO agreement--as the failof the Doha Round would show in the new
millennium!! Trade regulations show very clearly the compleaitinteraction among the US
and the EU and many developing countridstably, the Lome’ conventions permitted
preferential access to EU markets for agricultprablucts from the ACP (African, Caribbean,
and Pacific) countries, many of which had been tarEuropean colonies. Such products could
be sold at prices that were much higher than tFmsed elsewhere. For instance, in the case of

108 Data for the United States from the U.S. Burealatfor Statistics, Civilian Unemployment Rate [UNRETretrieved from
FRED, Federal Reserve Bank of St. Lohigps:/fred.stlouisfed.org/series/lUNRATESst accessed on November 14, 2018; and
for the Eurozone from the Organization for Econof@@operation and Development, Harmonized UnempéyrRate: Total:
All Persons for the Euro Area [LRHUTTTTEZM156S]tneved from FRED, Federal Reserve Bank of St. kpui
https://fred.stlouisfed.org/series/LRHUTTTTEZM156&st accessed on November 14, 2018.

107 spero, op.cit., p.110

108 Ravenhill, op.cit., p. 158

109 “RTAS in the WTO are taken to mean any reciprocad¢ agreement between two or more partners, wessarily
belonging to the same region.” See WTO websitetpst/www.wto.org/english/tratop_e/region_e/scapee_e.htm. Accessed
on November 14, 2018.

110 same website. Accessed on December 16, 2017. fMayp 1, 2018 287 RTAs were in force. These coreshpto 459
notifications from WTO members, counting goodsy®es and accessions separately.” See
https://www.wto.org/english/tratop_e/region_e/regie.htm, last accessed on November 14, 2018.

1115ee Ammendola, Giuseppe (2008c) “International &réte Economy, and US Interests” February 2004)able at the
www.ncafp.org website.
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bananas the EU established an import licensingsysthich discriminated against bananas
coming from non-ACP countries, mostly from Centmatl South America where this trade
involved to a large extent US agribusiness giamte @nd Chiquita'? Also pressured by their
lobbying, the United States supported the challepge forth by several non-ACP countries
against the EU preferential treatment, first in @et and then in the WTO. The US and the EU
came close to a trade war but in the end, afteWti®© ruled in favor of the plaintiffs, the EU
decided to comply by cutting tariffs and also tov@to negotiate agreements compatible with
WTO rules*

The Amsterdam Treaty, signed in October 1997 made grogress in an integrationist sense in
the areas of social policy, migration and asylunt embating organized crim& Most
interestingly, incorporating formally in the Tredhe Schengen Agreement (which had
originally been signed in 1985), the EU moved taldwe creation of a more substantial and
mobile European labor market. With the membershlprgement lying ahead, the downward
pressure on wages in richer EU countries derivinmfthe arrival of competitors from EU
countries with lower labor costs was not difficidtpredict. Security issues associated to greater
ease of movement of people (EU citizens and not)lavalso increase, especially obviously in
the new millennium. More broadly, several issuaaitypical of the second pillar moved to the
first pillar, “entailing the exclusive right of mative for the European Commission and judicial
review by the ECJ.*>The UK, Ireland, and Denmark wanted and obtaimed-out clause.
Most interestingly, and to make matters more com@enew treaty provision introduced an
“enhanced cooperation” clause that allowed “a subSEU members...[to] go ahead with steps
toward greater integration without having to wait &ll to agree *'® This was reflective of the

increasing acceptance of concepts like multi-speadriable geometry!’

112 On the banana controversy, see Ravenhill, oppgit1,59-60; Miller, John “EU ends 16-year Bananai@rBattle”Wall
Street JournalDecember 16, 2009.

113 5ee: Ravenhill; Miller; and Ammendola (2008c)

14vanhoonacker, Sophie “The Treaty of Amsterdam” 3aeteal The Oxford Handbook of the European Uniop.cit, p.144
115 vanhoonacker, op.cit., p.139

116 peet, John and Anton La Guardiahappy Union: How the Euro crisis — and European be fixedNew York: Public
Affairs, 2014) p. 111

17ibidem
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The New Millennium

The New Millennium saw a continued effort by the #ltontinue formally the integration
process. The Treaty of Nice was signed by EU leader~ebruary 26, 2001 and came into force
on February 1, 2003. A referendum in Ireland ineJRBO01 rejected its ratification, largely on the
grounds that its electorate believed it discrimedatgainst smaller states and that it could affect
negatively Irish neutrality. In October 2002, arestheferendum in Ireland, heavily supported by
its main parties, reversed the resiftThe Treaty tried to deal with enlargement by nefioig

the European Commission and extending the usealifigd majority voting in the Council. The
dichotomy large vs. small states in relationshipefaresentation and voting proved to be a rather
difficult one to overcome:*®Another split was evidenced by the referenda inrbenk and
Sweden, in 2000 and 2003 respectively, which regetheir entering the by then very real

Eurozone.

On the foreign policy front, the new administratminGeorge W. Bush “announced its
opposition to several international treaties inclgdhe Kyoto Protocol on Climate Change, the
Anti-Ballistic Missile Treaty and the Internation@riminal Court (ICC). By spring 2001, the
European allies were complaining bitterly aboutriker US unilateralism*?®and a bitter series

of back and forth statements ensued. The SeptQDL, 2rrorist attacks to the Twin Towers in
New York City stopped these transatlantic contresr. On September 12, for the first time
since the creation of Nato, Article 5 (which sayatt‘an armed attack on one or more [members]
shall be considered an attack on all”) was invokédhe European allies were supportive of the
US decision to attack Afghanistan. Things changedmBush decided to attack Irag. British
Prime Minister Tony Blair sided with the United &s, while France and Germany disapproved,
leading Defense Secretary Donald Rumsfeld to lditgetwo countries as part of “old Europe”,

and adding provocatively that “if you look at thaiee NATO Europe today, the center of

118 Remainers would point to such precedents when gd$tina Second referendum to reverse the resuttseodune 2016 direct
popular vote to leave.

1191n terms of Brexit, there can be little doubt tHideminded” small states do not particularly liee loss of a member state
like the UK more often than not siding with theniheEe small states, it can be fairly convincinguad, should miss its strong
influence on the European integration process siamfrom “its size and capabilities” together with leading support for
“Atlanticism, free trade, and intergovernmentalisniiile effectively “balancing the Franco-Germanlg@m”. See Wivel,
Anders and Baldur Thorhallsson “Brexit and smaitest in Europe: hedging, hiding or seeking sheéliarRiamond, Patrick et.
al. The Routledge Handbook of the Politics of Bréxliingdon Oxfordshire, UK: Routledge, 2018), pp6277, at p.275

120 Cowles, op.cit., p. 16

121 See for instance Edgar Buckley “Invoking ArticteMato ReviewSummer 2006 available at www.nato.int
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gravity is shifting to the east!?? In any event, the inability of US intelligence agies to

prevent the 9/11 attacks in spite of several eadgnings cast a negative light on the overall US
governmental leadership and managerial capabildisguably, European governments did not
look too good either when terrorist attacks hitxpextedly Madrid in 2004 and London in 2005.
The impact of terrorism on the EU extended to tgycore of the integration and institution
building process, leading to cooperation among negratates expressed as a “solidarity clause”.
Originating in a European Council statement issafésl the Madrid bombings, the clause was
inserted into the Constitutional Treaty first ahdrt into its replacement, the Lisbon Treaty, both

of which we now shall discugg?

122 Rumsfeld’s transcript and actual video footagelmafiound ahttps://www.youtube.com/watch?v=EOGnRJEPXn4

123|n the Constitutional Treaty the clause appeareirsle 1-43 and in the Lisbon Treaty as ArticlB2TFEU. See for instance
Murphy, Cian C.EU Counter-Terrorism Law: Pre-Emption and the Rofie.aw, (Oxford and Portland, Oregon: Hart, 2012),
especially pp. 27ff.
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The Constitutional Treaty

The Treaty of Nice was characterized in its negoiigphase by an intergovernmental, closed
doors, approach similar to that of the treatiescivigireceded 24 But various factors, including
the events of September 11 and, most importatgyupcoming membership expansion way
beyond the number at the time (fifteen) led toléhumch of an ambitious European integration
project that would be characterized by signifiogpenness. Inspired by the Philadelphia
Convention that led to the adoption of the Unit¢ak&s federal Constitutiopa Convention on

the Future of the European Union was set up urgeaegis of the European Council. The
Convention, headed by former French President Y&éscard D’Estaing, brought together in
February 2002 105 “wise men” from the governmehth® Member States and their
parliaments (including the then ten not-yet-mengbates), the European Parliament and the
European Commission and, “sensitive to the oftenagobjections that the EU edifice has been
built by elites, input was accepted from... civil Eig organizations”, also taking advantage of
the Internet?® “In July 2003, at the end of its work, the Conventfor the Future of the EU
presented its Draft Treaty, which became the olgjediscussion and negotiation in the October
2003 Intergovernmental Conference. The Confereittaat proceed smoothly. It was brought
to a temporary halt by a crisis in December onttieeissues (emblematic of the broad
representational challenges found throughout Etdhisof the numbers of Commissioners and
of the voting system in the Council of Ministersh@ve Poland and Spain resisted a dilution of
their power). In March 2004 the Conference wasmeened. Compromise was reached on both
accounts, taking advantage of the change in govanhim Spain and Poland’s desire not to feel
isolated.”?8 In no small measure to increase its symbolic vahe Constitutional Treaty was
then signed formally in October 2004 in Rome, titye where the European Economic

Community was born in March 1957,

124pevuyst, Yuri “The Constitutional and Lisbon Tressti in Jones et al.(edsihe Oxford Handboolop.cit., p. 163.

125The quote is from Giuseppe Ammendola “Europeatitini®ns, the Constitutional Treaty, and the Tyeaft Lisbon: Complex
Realities in Motion” in Ammendola, Giuseppe (€bhe European Union: Multidisciplinary ViewgStony Brook, New York:
Forum ltalicum 2008), pp. 15-73, (at p. 16) on \hhileis section relies extensively. As stated eariigs source is referred to in
the present article as Ammendola 2008a. On sdrie@hallenges associated to civil society orgations’ participation via
the internet see Cammaerts, Bart “The eConvewtiohe Future of Europe: Civil society and the W§éhe Internet in
European Decision—making Proces&as,opean IntegrationJuly 2006 28:3, 225-245

126 The quote is fromdmmendola, 2008a, p. 16

127 ibidem
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The Treaty, compared to the US Constitution, wgsanly much less cogent and definitely
much longer, consisting of a preamble, 448 artj@ésprotocols, 2 annexes and 50 declarations.
It established the EU assingle legal entityand specified: the areasexclusive and shared

(with member states) jurisdictions as well as thewers... of a ‘supporting’ nature where the
EU supplements and coordinatastions undertaken by member states”, and vantisutional

changes!?®

The signature of the Constitutional Treaty in Rdigehe 25 member states was not sufficient to
ensure its ratification. As | pointed out: “Suréettee beginning of 2005 opinion polls were
indicating that about 70 percent of the populatbthe European Union was in favor of the
Constitutional Treaty. And sure, within the Europ&arliament, 74 percent of the members had
voted in favor of it. But a referendum ideally held the same day across the whole European
Union was not an option on the table. The princgdlananimity required state by state approval.
And, if one looks at the European Parliament voites would have to heed the fact that the
majority of the British, Polish, and Czech memheese opposed to the Treat}?® And

continuing, | added: “[flurther, the issues covebgtthe Treaty were too important and wide-
ranging to think that they could be approved byamatl parliaments in all 25 European member
states. The British for sure had to resort to aregfdum. And had that taken place and had they
voted against the Treaty, not too many tears wbaige been shed. Their commitment to “an
ever closer Union” was always lukewarm at best,thonde with a federal vision of Europe knew
that Albion could never be reliably counted in geihaps by going its merry way, a major foot-
dragger would have been eliminated. But, beforepujar vote on the Constitution by the
euroskeptic UK took place, France went to the pélifounding member of the European

Union, with a strong tradition of leadership oreigutation in tandem with Germany, the country
whose only former President alive had shepherdatgahe Constitutional Treaty was at first
perceived to be certain to approve it. As the witiened into spring, however, it became clear
that the victory for theui camp was not a fait accompli and, on the nigl¥lay 29th, exit polls

revealed a truth that sent shock waves acrossutapBan Union. Theonhad won by a 55 to

128 Ammendola 2008a, pp.16ff.
129 Ammendola 2008a, pp. 37-8 and also Quentin Pedtédty held hostage to expediency” FT.com webBitdalished: January
12, 2005, referred to therein.
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45 percent margin on an electoral turnout of neadlpercent*°Furthermorel continued,

“[o]n June 1, 2005, The Netherlands, another Euflimg member, followed suit. The Dutch
voted against the Constitutional Treaty in percgesathat suggested even stronger opposition to
the document o inveterate federalists, it was two countriesirgianine who had already ratified
the Treaty, but opponents would rebut that of tine,ronly Spain had resorted to a direct

popular vote.*3!

Broadly speaking several factors have to be corsiti® understand the rejection of the
Constitutional Treaty3? First, the length and the complexity of the docotritarned off the
average French and Dutch voter (as it would haea lige case in any other democracy).
Second, “opponents of the Constitutional Treatg@néed it as a document using free-market
rhetoric to reduce the employment and social right$ benefits enjoyed in the [Treaty] founding
member states”... in no small measure “doing theibgldf multinationals and international
financiers.®32 On the other hand, it is rather reasonable, Elelithat “.... this elites-driven
process had the rather laudable merit of tryinglévate standards [in important areas] for the
less “disciplined and organized” member statessTmducing compliance with EU rules across
as many policy areas as possible was seen by nmaoiycgathese elites as the only way to bring
about [needed] change in hard-to-reform countrié&Clearly those emphasizing the former
aspect of the integration process prevailed; ldssmuse, in general, while “[tlhere is broad
agreement on the need for structural reforms irElden order to achieve the full realization of
the principles of free circulation of goods, seedgccapital, and people...” it is very difficult to
perform at the regulatory and implementation |éaajood balancing act among the equity,

effectiveness, and efficiency considerations assediwith the “social” model found in Western

130 Ammendola 2008a, p.38. Thereat, in note no. 18, p point out: “See the official French govermmsite:
http://www.interieur.gouv.fr/sections/a_votre_sep/resultats-elections/rf2005/000/000.html. Onghme website,
interestingly, one can also see the results o1 882 referendum which approved the Maastricht Jresich show the narrow
margin of victory of those in favor of greater igtation.” Today, a Brexiter would point out lookiagthe results (51.04 percent
oui versus the 48.96 non) of the “20 Septembre 18&2rendum that France voters approved the Treflaastricht by a
smaller margin than the one that Brexiters achiéweteir June 2016 referendum victory. See
https://www.interieur.gouv.fr/Elections/Les-

resultats/Referendums/elecresult__referendum_ 188 referendum_1992/000/000.himtcessed on November 14, 2018.
131 See Ammendola 2008a and sources thereat.

132\We are summarizing here the analysis offered mm&ndola 2008a, pp.38-41

133 Ammendola 2008a, pp. 38-40.

134 Ammendola 2008a, note no. 106 p.66-7
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European societies..®® The significant fiscal and monetary discipline atability that the
members of the Eurozone were required to pursuweveaich in a few years would become
much more widely debated because of the globahéii@ crisis) became also connected to a
blame game: national politicians often convenientliymed that many things that were going

wrong within their country were Brussels’s fatift.

Third, the expansion of powers given to the Eurogearliament was not successfully sold as
reducing “the democratic deficit” of the entire Bpean Union edifice. Nor, relatedly, were
arguments on the incorporation of the Charter afdauental Rights or about increases in
transparency and accountability put forth in aeetffle way'*’ Furthermore, the recent
expansion of membership from 15 to 25 put opponeitise Constitutional Treaty in a position
to play “on the fear of redistribution policiesfawvor of the new, poorer members (think for
instance about the costs of a broad extensioneo€thmmon Agricultural Policy to them):2®
Relatedly, “[c]ritics of the Constitution also dexd the advantages that these Eastern European
competitors would derive from their low wages aom regulation, linking these concerns with
those stemming from the competition with Chinajdnénd other non-EU emerging
economies.”3® Further still, “the Constitution was also preselrig its opponents as a move
toward Turkey’s entry into the EU, a significantBsisted idea all across Europe and certainly in
France, especially in a climate of rising fearsstdmic fundamentalism and unimpressive
economic performancé?° Finally, perhaps also as a confirmation of thecess of Nato in

Europe since WW2, “the prospects of a more effeatMitary presence on the world scene
through a single EU security and defense policyeneeemed to truly interest the average

voter.” 141

135 Ammendola, 2008a, p. 39. It is difficult in thing about Brexit to ignore the impact of these &lea the Conservative and
Labor parties’ internal and external debates sihe€2016 referendum.

136 Ammendola, ibidem.

137 Ammendola 2008a, pp. 39-40

138 Ammendola 2008a, p.40

139 ibidem

140ihidem

141 Ammendola 2008a, p.41
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The Lisbon Treaty

Within days after the negative vote by the ele¢es®f two European Union original founding
members (and interesting to notice, former colop@ters), if anyone had any doubts on the
fate of the Constitutional Treaty, the British gov@ent on June 6, 2005 put them to rest by
deciding to suspend the ratification process imitefiy.14> After a “time for reflection”, in June
2006, the European Council invited Germany to tsérthcoming term as President of the
European Union Council (a position that would destaby Chancellor Angela Merkel) to
prepare a report that would indicate the best wayoceed?3 At the meeting of the European
Council of June 2007, on the basis of the repadttae work done by the Germans, it was
agreed to convene an Intergovernmental Conferd@ce) @nd give it a mandate “to draw up a
Treaty (hereinafter calledReformTreaty")amendinghe existing Treaties with a view to
enhancing the efficiency and democratic legitimatthe enlarged Union, as well as the
coherence of its external action. Te@nstitutional conceptvhich consisted in repealing all
existing Treaties and replacing them by a singté¢alled "Constitution"is abandonedThe
Reform Treaty will introduce into the existing Tties, which remain in force, thenovations
resulting from the 2004 IGC, as set out below detailed fashion!44 The Reform Treaty,

which is now better known as Lisbon Treaty, camedsigned in its final form in Lisbon on
December 13, 2007, and was expected to entefarde on January 1, 2009. Two major points
need stressing upfront. One is the Lisbon Treatgiendingnature. The other, is its retaining the
institutional and procedurainovationsof the Constitutional Treaty. Let us look firstthe latter

and then see their connection with the fornker.

First of all, The Lisbon Treaty granted specifigdépersonality to the European Union,
replacing the European Communit§.The three pillar structure created at Maastrishe(supra)
was terminated, even though the area of the fosmeond pillar, the CFSP, continued to

function under more intergovernmental decision-mgkirocedure’?’ The Treaty also created

142 Devuyst, op.cit., p.165.

143 Ammendola, 2008a, p.41

144 Mandate for the 2007 IGC, available at https://wewge.eu/en/obj/mandate_for_the 2007 _igc_26_june7-200f373c9eb-
5bef-4773-a2fc-62122bf88394.html accessed oneBdpdr 22, 2018. Emphasis added.

145For a more detailed description of these change$msénstance Ammendola, 2008a and notes therein.

146 This meant that across all existing treaties thedwGommunity” was replaced by “Union”. Devuyst, 166

147 Devuyist, ibidem.



40

the post of a full-timéresident of the European Counaiho would represent national leaders.
Elected by heads of government for a term of 30thmyrwith the possibility of a one-term
renewal, he or she would have the resources tonagat least four summits of heads of
government a yeat*® Once again, the desire to improve stability andtiocaity is evident. A
crucial dimension of the debate behind the creasidhis position is highlighted by the fact that
Gordon Brown, the successor of Tony Blair, ... reddrto the President as “the servant of the
leaders of the national governmett® “This emphasizing the intergovernmental naturehef t
Treaty of Lisbon was exactly what the British PriMmister need[ed] to do in order to deflect
heavy domestic criticism over his opposition toatianal referendum?!®® Most relevant to the
future Brexit debates, “Gordon Brown, the Britistinke Minister, in a move that received much
praise by Europhiles across the continent, managkedve the Liberal Democrats in the House
of Lords join his fellow Labor Party members inigiy final approval to the Lisbon Treaty on
June 18, 2008 in spite of strong opposition byGbaservative Parti*>* There was also the
creation of the post dfigh Representative for Foreign Affairs and SeguAblicy, who would
also be Vice-President of the European Commis#iavas clear very soon that for the High
Representative the challenges stemming from aatgesfifective interaction with the President
of the European Council and the President of the@ission would be compounded by the
challenges involved in delegating major negotiatagks in multiple geographical areas while

also handling individual leading states’ role (thiBermany and France, most notabtyj.

The powers of th&uropean Parliamentvere strengthened by extending the co-decision
procedure to more policy areas. And in a bow talldecision-making, each national parliament
gained the right to issue an analytical opinioi viewed a draft legislative proposal as not

conforming to the subsidiarity principté3 The Council of Ministersaw its power to decide by

148 Ammendola, 2008a, pp.43-4

149 see www.parliament.uk and Ammendola, 2008a, p.44

150 Ammendola, ibidem.

151 Ammendola, 2008a, p. 51

1525ee for instance Ammendola 2008a, pp. 44-5 and @leeof the incoming European Union High Represtwvé as a
strategic coordinator” Sipri, &ttps://www.sipri.org/node/861

1534In such a case, a national Parliament shouldgpiteits views in writing to the President of thelRanent, Council and
Commission within eight weeks from transmissiorthef last linguistic version of the draft legislaiact in question. If enough
national Parliaments do so, they will trigger toecalled "yellow card" or "orange card" procedundeereby the draft law must
be reviewed. This mechanism is formally limitedjteestions on subsidiarity. Nevertheless, natioadidnents have used this
opportunity to routinely transmit to the EU instiins their views on a much broader range of isbegend subsidiarity.”
European Parliament website at http://www.europarbpa.eu/relnatparl/en/about/subsidiarity.htmteased on November 15,
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qualified majority voting (gmv) extended to moreas than before. The new gmv corresponds
to 55 percent of the members of the Council (adtléé of them) while also representing at least
65 percent of the total EU populatiéit.Like in the case of the European Parliament, the
principle of “degressive proportionality” was alapplied, whereby medium and small states are
given more weight than they should have if stricgortionality were applied to their population
size (clearly another area where it is impossibled “fair”). 1°° Interestingly, the Treaty of
Lisbon mandated a reduction of the numbeCommissionerso two-thirds of member states
(through a rotation system) with the purpose of imgkhe Commission’s work more
streamlined>® However, after the negative result of the firih referendum in June 2008, the
European Council in December 2008 reinstated tlee“ame member state-one
commissioner.X®’ This principle was strongly supported by the libctorate and its
reinstatement played an important role in the seceferendum held in October 2009 where the
approval vote removed the last obstacle to thet¥ e isbon’s coming into effect across the
EU. 158

With regard to the Court of Justice of the Europdaion (CJEU), the Treaty of Lisbon
maintained its membership size at one from eachbeestate, implicitly at variance with the
impartiality that should be expected from the tngdn'>° The Court’s powers in the area of
freedom, security and justice were expanded amiteldly, also in the area of common foreign
and security policy (CFSP). Under the Treaty obbis, the Court may also review acts of the
European Council and decide on their legality atrdguest of a Member state when values such
as respect for human dignity and for human righéstfaought to be infringed®® And,

"[s]imilarly, the Court of Justice will have jurigion under the same conditions in actions

2018. Incidentally, as clarified thereat, subsitfameans that the EU shall act only when Uniorioast are more effective than
those taken at national, regional, or local levels.

154 See the official European Council/Council of thed@aean Union website at http://www.consilium.eurepéen/council-
eu/voting-system/qualified-majority/

155 5ee Ammendola, 2008a, p.46. Clearly an Americaderethinks immediately about the Senate vs. Hofiepresentatives
representation.

156 Ammendola, 20008a, p. 47

157 See http://www.consilium.europa.eu/uedocs/cms_datalgoessdata/en/ec/137221.pdécessed on September 22, 2018
158 Other concessions were obtained by the Irish. @arskreferendums, a topic of great interest toelvaso want to see
another popular vote on Brexit, see Atikcan, Ecee®z The Puzzle of Double Referendums in the Euaopgnion”Journal of
Common Market Studi&915 Volume 53.Number 5, pp.937-956.

159 On the Court’s organizational, jurisdictional, gerdcedural changes see Court of Justice of thepearoCommunities,
Press Release No 104/09 availablbtti://europa.eu/rapid/press-release  CJE-09-10Mtren.

160 ipidem
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brought by the Court of Auditors, by the Europeamttal Bank and, from now on, by the
Committee of the Regions for the purpose of pratgdheir prerogatives'®! Furthermore,
“[tlhe Treaty of Lisbon eases the conditions fa #dmissibility of actions brought by
individuals (natural or legal persons) against sieais of the institutions, bodies, offices or
agencies of the European Uniok? Most relevantly, the Charter of Fundamental Rigtitthe
European Union has the same legal value of theti€se®® But, as Valéry Giscard d’Estaing
pointed out: the Charter was “withdrawn from the§rStitutional Treaty “and made into a
separate text, to which Britain will not be boutrdthe area of judicial harmonisation and co-
operation, Britain will have the right to duck indaout of the system as it pleases. Having
already weakened all attempts at further Europetgiation — such as by refusing the title of
Minister for Foreign Affairs — Britain has also Imeallowed to be the odd man out whenever it
feels like it.” 164

Most interestingly, from a political marketing poof view, the Lisbon Treaty had to be
presented as a document of an “amending” natur@andf a “constitutional nature.” Giscard

d’Estaing put it very well: “the noun ‘constitutioand the adjective ‘constitutional’ have been
banished from the text.,.all mention of the symbols of the EU have been segged, including

the flag (which already flies everywhere), and Bugopean anthem (Beethoven's Ode to
Joy)....[with the aim of] chas[ing] away any suggestihat Europe may one day have a formal
political status... [but] otherwise, the proposalshia original constitutional treaty are practically
unchanged. They have simply been dispersed throlagineaties in the form of amendments.
Why this subtle change? Above all, to head off gmgat of referenda by avoiding any form of

constitutional vocabulary ¥6°

In the end, the Lisbon Treaty was approved by tipepular vote only in Ireland — through a

second referendum held in October 26%9.noted above the length of the Constitutional

161
162

ibidem

ibidem

163 “However, the Charter cannot be invoked againsttiited Kingdom or Poland”, ibidem and Ammendola 280p.49
164«valéry Giscard d'Estaing: The EU Treaty is the sasithe Constitution”, October 30 2007 available at
www.independent.com. Opponents of Brexit may poutthow this is another major example of the fhat the UK already has
the best deal possible as an EU-28 member.

185 ibidem

166 The unpredictability of referendums lies at theibaf this reluctance across the EU to using tfee also what
happened to the Constitutional Treaty). Brexiteosid probably reject such approach decrying thiattihe proof
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Treaty, attributable to the fact that it “combinacdne document all the previous treaties and
was meant to take their placé®” Instead, The Lisbon Treaty maintains alive anérats the

EU Treaty (TEU or Maastricht) and The Treaty Egtdidhg the European Community (TEEC or
Rome), with the latter being renamed Treaty onFimectioning of the European Union
(TFEU) %8 Thus, on account “of its ‘amending’ nature, thesflon] Treaty is in this sense even
more arduous reading than the failed Constitutidmeaty, since in the [Lisbon] Treaty there are

constant and very distracting references to agiplesent in the TEU and TEEC text{$?

of the power of Brussels and its Eurocrats. Atdhme time their rejection of a second referendwguatly runs
counter to this very argument.

167 Ammendola, 2008a, p. 42

168jhidem

189 pidem
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The Eurozone

The most significant economic development in theoRean Union in the new millennium,
whose effects are still being felt at present ilitigal and social terms as well, is the Eurozone
crisis. There is an immense literature on its cause evolution and consequences, and lessons
that can be learned from it. A very interestingergcaddition to this literature by Tamin

Bayoumi expands on a central insight that is ia lwith intuitive feelings that many of those
who have lived, studied, and worked across thentittdhave!’® In essence, Bayoumi states, the
Eurozone crisis is a North Atlantic one, sinceBueozone crisis and the US housing crisis are

much more interconnected than typically thought.

Bayumi starts first by examining the European baglgystem. He notes how the European
banking system was not integrated at all at thénmégg of the 1980s and how three important
policy decisions changed this. First, in line witle 1987 Single European Act, the Commission
moved to liberalize capital movements among merstages and also third countries as well as
to “synchroniz[e] European banking models” by supipg a “universal banking model...
typical in much of continental Europe” whereby bsuwckuld carry out both commercial and
investment banking activitié$! This was a model in contrast with the US and Uiuireements
at the time whereby such activities had to be peréal separately by commercial and
investment banks. Thus, within the EU, on accoditthe principle of “mutual recognition” and
of competition among national regulators who feleasy at penalizing their banks (by limiting
them to a narrower range of services) against the2gn rivals, the universal banking model

spread rapidly’?

The second major decision was taken with the 198ad¥icht "Treaty whereby--in line with the
principle of subsidiarity--fiscal policy and strucal reforms were left to individual member
states, unlike monetary policy (and the edré)nterestingly, the British who were typically
very reluctant toward any step in a federal digt(as the opt-out on the single currency

attests), were willing to move toward centralizdd Eanking supervision. This was because the

170 Bayoumi, Taminnfinished Business: The Unexplored Causes of ifi@nial Crisis and the Lessons Yet to be Learned
(New Haven and London: Yale University Press, 2017)

1 Bayoumi, op.cit., p.19.

12Bayoumi, op.cit., pp.19-20

173 Bayoumi, op.cit., p. 23
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UK banking system “was large even by European statsdand therefore potentially costly to
rescue” and also because UK authorities had nokeakight over the large assets on foreign
banks with branches in the countf§In the end the Germans, who wanted bank supervisio
be at the national level so as not to distracBG8 from its mandate to promote price stability,

prevailed!’®

The third major policy decision, a “Market Risk Antement” taken in 1996 by the Basel
Committee of the Bank for International Settlemeatowed major international banks to use
their internal risk models to calculate their ovapital requirements with regard to investment
banking activities.’® Most notable here is the support of the FederakRe which believed that
sophisticated investors could carry out effectivarderparty risk analyses and punish
investment banks taking excessive risks by withdrgwheir funds. This faith in the self-
regulating powers of the markets revealed the adeseof US and UK regulators’views, no
doubt on account of similarity in culture (with turage sharing all too often underestimated, |
think), legal systems, and financial market configion!’” In any case, the decision gave large
banks a competitive advantage over small ones, thtliormer enabled to enter more
comfortably than otherwise into investment bankih@mall number of banks from the core of
the EU (Germany, France, the Netherlands, and &®lgexploited this advantage to become

even bigger (meta-bankgy?®

On this side of the Atlantic, a key transformatim®tween the early 1980s and the new
millennium was the elimination of the prohibitiofes regulated banks to engage both in
interstate and investment bankid@. This contributed to the emergence of national bdnk
only two (Citi and JP Morgan) most aggressivelysped the European model of carrying out

both commercial and investment banking activiti@sDuring the same period, the unregulated

174 Bayoumi p. 24

175 Ibidem . There was however also “a nod to the &hritiiew” allowing ECB supervision of banks (Bayyspi. 24-5), which a
non-Brexiter would consider part of the influendere UK in rule-making as a member of the EU.

176 Bayoumi, op. cit, pp.27ff.

177 Bayoumi, op.cit., p. 84

178 Bayoumi, op.cit., p.43. He offers as exampleatBehe, BNP Paribas, Crédit Agricole, ING, Soc@é&nérale,
Commerzbank, Dexia, and Natixis.

179 Bayoumi p. 45. The reference here is to the repietile McFadden (1927) and Glass-Steagall (1938,At 1994 and 1999,
respectively. In the cited text, the former refeeis implicit, the latter is explicit.

180 Bayoumi, op.cit., p.66 where one reads that theseemerging universal banks had capital buffeas ttended to be
somewhat lower” than those of large US natiorallds prevalently engaging in commercial operatiSe also p. 69 thereat.
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investment banks, which Bayoumi prefers to calbtdbw banks'®! grew significantly in size.

In Bayoumi’s narrative this latest developmentethgr with the massive expansion of
securitization, with regulated banks selling draoadly more mortgages through the well-known
“originate and distribute” model, should have baanajor source of concern. Most notably,
Bayoumi notes that “[a]ssets of the broker-de&aithie core of the investment banking groups
had increased steadily from just 2 percent [oflebenomy in 1980 to 10 percent in1990 and
over 20 percent by the early 2000%'In addition to this major problem area, there tins
growing European universal banks’ presence intdJ8anarkets. Remarkably, “[b]etween 1980
and 2002, foreign ownership of corporate bonds ¢tvimcluded securitized assets) doubled to
one-tenth of the size of the US econont{?'Last, another major area for concern was the
significant increase in house prices, which cleeglydered the possibility of a sudden drop in
their value (euphemistically describable as a “meg@rection”) a significant threat for
leveraged entities and investors. With the beméfitindsight, one can comfortably say that these
worrisome factors were underestimated or ignoredamount of an excessive faith in the ability

of investors to monitor and prevent market excesses

Taken together, these factors all contributed togase the overall vulnerability of the North
Atlantic financial system. The boom of the new emthium led to great optimisit, which

totally ignored the huge growth in lending by tlieecmeta-banks in the North of the Eurozone.
This lending massively financed the interconnettedsing booms in the United States and the
Eurozone periphery. The ensuing crisis would shiearty the faulty design of the Eurozone in

terms of ability to resist negative shock&.In this sense, the decision taken years earlier by

181 Bayoumi, p. 45

182Bayoumi p.70

183Bayoumi, ibidem

184 Most notably, on March 23-24, 2000 the Europeanr@dadopted the “Lisbon Strategy”, aimed to makée next decade
“Europe the most competitive and dynamic knowletlgesed economy in the world, capable of sustaireddaomic growth

with more and better jobs and greater social conésAvailable at the www.consilium.europa.eu wehsiFor an overview of
the “Lisbon Strategy” benefiting from the assessnesrpost facto of the achievements of the stabgectives, see for instance
Bongardt, Annette and Francisco Torres “Lisbont8gg’ in theOxford Handbook on the European Uni(2912), op.cit.,
pp.469-483. For an early enthusiastic assessmehedtiture of Europe put forth at the beginningha&f new millennium, see for
instance Rifkin, Jeremyhe European Dream: How Europe's Vision of the Futa Quietly Eclipsing the American Dream
(New York: Tarcher, 2004).

185 Bayoumi p.109 ff. For an alternative view, see SandiartinEurope’s Orphan: The Future of the Euro and theitRal of
Debt(Princeton, New Jersey: Princeton University Pr2845), where, among other things, he maintaiasttte Eurozone does
not need a fiscal and political union and that mossantial institutional changes are necessaryaddis that the correct approach
is the return of responsibility for fiscal policiesnational governments. Once again, one seasipartance of the supranational
vs. intergovernmental divide as an analytical fremom.
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Gordon Brown to stay out of the Eurozone proveddeat least in the eyes of many in Britain--
the right one. Interestingly, Brown’s prevailingesviony Blair on this was made easier by the
Danish referendum in September 2000 against eunob@eship. And, arguably, even more so
by the fact that Blair's attention shifted to thewYork terrorist attacks in 200%¢

186 Black, Jeremy Adistory of Britain:1945 to Brexi(Bloomington, Indiana: Indiana University Pres812), p. 222
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The Brexit referendum campaign

After having examined some of the factors that leharacterized the EU integration process
with an eye to a few of those more closely conreetaeBritain and the US, let us examine some
of the political and economic dimensions of thex#reote. We are going to look first briefly at

the decision to hold a referendum and at the wayfdmpaign was conductéd

In the first place, it is fair to say that the den to hold the referendum was entirely the
responsibility of David Cameron, although one ltaadknowledge that the reality in which it
was taken was rather complex. The Conservativesteads experiencing great pressure from
the backbenchers of his party on issues such agyration and the concern that they would lose
votes to the UK Independence Party (UKIP). UKIP Veakby a very clever communicator,
Nigel Farage, who had managed to get great visilab a vocal member of the European
Parliament. Farage’s and the UKIP’s very strongskeptical stance were pushing Cameron
away from whatever limited pro-European ideas #tieet had felt comfortable “taking” from
Labour leader Tony Blair after assuming the Coreiarg party leadership in 2005 (and in any
case Cameron never was a Euro-enthusiast). To aatgmatters, already before the 2010
election , Cameron had promised to bring down #tenamber of immigrants from more than
200,000 a year to “tens of thousand$?' In spite of the fact that this promise was hard t
reconcile with the EU’s principle of free moveme@gmeron before the 2015 elections
committed—if victorious—to hold a referendum on tgropean Union. The elections were
won and before having the referendum, in Febru@f62Cameron negotiated with the
European Union an agreement that would give thé'dfi€cial status” within the EU, clearly

trying to address the concerns that too much smrexehad been transferred to the EEY. The

187 Some useful sources are, in no order of importaBizek, A History of Britain, op.cit.; Drozdiak, Wiam Fractured
Continent: Europe's Crises and the Fate of the \iiéstv York: W.W. Norton, 2017); Macshane, DeBi®xit, No Exit: (Why
(in the End) Britain Won't Leave Europ@g.ondon: Taurus, 2017); KirchicBames The End of Europe: Dictators,
Demagogues, and the Coming Dark Ajew Haven, Connecticut: Yale University Pressi 20 Menon, Anand “Why the
British chose BrexitForeign Affairs November 2017; Glencross, AndréMhy the UK Voted for Brexit: David Cameron’s
Great Miscalculation(London: Palgrave, 2016

188 prince, Rosa “David Cameron: net immigration widl tapped at tens of thousand@$ie TelegraphJanuary 10, 2010,
available at its website.

189 gee Landale, James “EU reform deal: What Camerartedaand what he got” 20 February 2016 , available
www.bbc.com. The concept of “power repatriation” advocateddameron at the high point of the Euro crisis il P@as of
course present during these negotiations. It eésting to recall also the earlier retort (ceiyaom the mind of many EU
negotiators henceforth) given by French Presideant¢ois Hollande in December 2012 that “Europeoisala carte.” See for
instance Ross, Tim and Bruno Waterfield “Européoislife’, Francois Hollande tells David CameramEU power spatThe
Telegraph December 14, 2012.
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agreement, in a nutshell, provided for: a commithterclearly exempt Britain from the “ever
closer Union” references included into the treatiesasures to block or veto commission
proposals as long as 55% of national parliamernsealy the establishment of limits to in-work
benefits for EU migrant workers (temporally limijednd, with regard to the Eurozone,
guarantees that countries not part of it (likett® would not be forced to fund Euro bailouts
and would be reimbursed for the use of central &tdl$ to support the euro (but, with regard to
financial regulation, the French made sure thatikevould not get rule-based benefits that
would give the London based credit institutiomaarket advantage over other EU
competitors)-°® The agreement did not adequately satisfy the dkeqatics within the
Conservative Party and, arguably, Cameron’s desmnijf its merits did not impress much the

voters during the campaign leading to the referendu

Another area where Cameron proved to be stratdgisalvise was the management of party
unity. Confronted with the pro-Brexit stance of twmajor conservatives like Boris Johnson and
Michael Gove, Cameron let the desire to maintamypanity hold him back. Thus, also on
account of his conviction that the result of thierendum would be to remain in the EU, he did
not attack too strongly the conservative dissertfés major example is a poster designed by
the pro-EU campaign picturing Boris Johnson sittmgligel Farage’s pocket, which Cameron
vetoed. He opted instead for attacks on Nigel Facady!°? Further, it can be argued that
Cameron was most unwise in not trying at all toldgleor defer the plebiscite” just as he was

wrong in making it more difficult for younger voteto be on the electoral registét

Party politics affected the behavior of the LabBarty significantly as well. Most notably,
Labour elected in the fall of 2015 a leader frosf#r left, Jeremy Corbyn, who felt that the EU

was a capitalist club promoting the interest oflthisiness class over that of work&skurther,

190 Seel andale, op.cit.

191 Avoiding a tv debate against Johnson was modyl&kenistake in this sense. See for instance Mateary and Jim Pickard
“How David Cameron could have avoided an EU Lease'\Financial Timeslune 25, 2016

1925ee Oliver Wright “EU referendum: Nigel Faragdgzome poster boy for Remain campaign” 10 June 20a#alble at
www.independent.co.ukinterestingly, the former Belgian Prime Miniséard strong EU supporter Guy Verhofstadt makes the
point that “the real driving force behind the Bitexad nothing to do with Europe. The referendum lieeh [designed] ...as a
big show put on to ensure the unity of the partyatever the cost.. but ...[in the end] it deepenediikisions among the Tories,
split the whole country, and dragged the rest effk) down with it.” Guy VerhofstadEurope’s last chancéNew York: Basic
Books, 2017), p. 198

193 Macshane, op. cit., p. 118

194 Drozdiak, William, op.cit., p. 36
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he espoused the very debatable concept that aror eddrtoral defeat was largely attributable to
the party’s not having supported sufficiently lafing policies.'®> A champion of unilateral
nuclear disarmament and massive industrial natimatédns (a most anti-Thatcher view), he also
did not want to speak alongside Cameron. Corbymdit$ nothing to coordinate the messages
sent out by Labor representatives, which appedted o great disagreement with one another.
For instance, he was against controls over peapterng into the UK, while many of other

Labor members campaigned along strong Leave lmepjose free movement®

In terms of the number of articles making referetacpolitical figures, the campaign’s main
voices for Remain were David Cameron and his CHemas the Exchequer George Osborn,
while Conservative Party “infighters” Boris Johnsaimd Michael Gove preceded and followed
respectively Nigel Farage on the Leave stddroadly speaking, the coordination and
communication between the leaders of the two maitigs in expressing reasons why

Remaining was better than Leaving was truly pg&®r.

The role played by the media needs mentioning dls Mere are some observations. A study of
the EU Referendum-related articles published oriyn&0 national news outlets over the official
10-week campaign (from April 15 to June 23) lists policy issues in terms of priorit§® At the
top, the national media coverage dealt with theneoty and immigration, in a rather polarized
and divisive way. With regard to the economy, tleeain claim that Brexit would cost each
household £4,300 per year by 2030 was discussegkeintwice as many articles than the Leave
campaign’s claim that the EU cost the UK £350 milleach week?® Any expert in political
marketing would not be surprised at this differebeeause of the greater directness of the
former claim. As a response, throughout the canmpaigavers accused the Remainers of

“scaremongering” even though, some would argue, diet the same by emphasizing the

195Kirchick, James, op.cit., p. 172

196 McShane, op.cit., p. 34

197 See Moore, Martin and Gordon Ramélg Media Coverage of the 2016 EU Referendum Camymigilable at
https://www.kcl.ac.uk/sspp/policy-institute/ CMCP/tiKedia-coverage-of-the-2016-EU-Referendum-camppétin.p.9
Henceforth, Moore.

198gee Berry, Mike “Understanding the role of the masslia in the EU Referendum” available at
http://www.referendumanalysis.eu/eu-referendumaaisi2016/section-1-context/understanding-the-oftéhe-mass-media-in-
the-eu-referendum/

19 See Moore, op.cit. One finds thereat the qualiéadind quantitative criteria used for their studywll as a listing of those
news outlets which formally endorsed one side otleaer, with the numbers somewhat evening out.

200 gee Moore, op.cip. 8
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negative links between economic issues and imnmidgratespecially the weight that immigrants
imposed on public services). And this Leavers'tefyg became even more evident as the

referendum day got closer.

On the whole, the advantages deriving from agenttang for the Remain camp proved to be
illusory. Most notably, the press supporting Leased in many cases very sensationalist
language to belittle if not ridicule the Remain gasrt‘alarmist” emphasis on Brexit's economic
costs. This was done to a very large degree throegls reports rather that comment arti®les
which most likely added significantly to their effeveness. The agenda setting by Remainers
prominently involved seeking and publicizing sugdosm domestic and international
politicians and institution®? On the other hand, “Leave... successfully underththe
economic warnings of Remain by questioning the Gagmpleaders’ honesty, their expertise,
their motivation, and by presenting the whole ecolemarrative as a cynical strategy to frighten
people into voting for the status qui¥’More broadly, | might add, the general increased
distrust toward “experts”, considerably grown ie thiake of the global financial crisis did not

help at all the Remain camp.

Most relevant, in looking at media’s impact durthg referendum campaign and the influence
of experts, is also the role played by the Brisbadcasting Corporation (BBC), the largest tv
broadcaster in the United Kingdom by audience sHara nutshell, many Remain supporters
have accused the public broadcaster of offerinfglae balance” across the referendum
campaign, giving equal time and treatment to tightiveights” of the Leave camp; Leavers, on
the other hand, while having largely acknowledgédlanced reporting on part of the BBC
during the campaign, have been complaining ab@BBC’s espousal of the dark view of
Brexit after the June 23 vot® The BBC also stressed that the position of “expébioadly

201 Moore, op.cit., p. 54

292 Moore, op.cit., p. 164

293 Moore, op.cit. ibidem

204 James Harding, as a top representative of the BB&llenged both claims. See Harding, James “A toalanced view from
the BBC: don’t blame us for BrexitThe GuardiarSeptember 26, 2016. Incidentally, the concefiatdnce reminds those on
our side of the Atlantic of the “fairness doctringhich was introduced in 1949 as a policy requgitime holders of broadcast
licenses to cover issues of public importancefairaand balanced way. The policy was terminatetid87 and some think that it
may have been a contributing factor in the greaaety polarization in the United States. Also veglevant here is the “equal
time” rule introduced in its original form in 192vhich requires broadcasters to offer equal timedguvalent terms) to
qualified candidates for public office. On the dow, see for instance Kathleen Ann Ruane “Fairiesgrine: History and
Constitutional IssuesCongressional Research Servindy 13, 2011.
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defined) including “President Obama, the goverrfdhe Bank of England, the IMF, OECD,
IFS, CBI, prime minister, chancellor and, yes, bodvid Beckham and Jeremy Clarkson [who]
believed Britain should remain in the EU” was nenapresented ambiguousip.But, as we

have stated earlier, the Leavers were successélisimissing them.

205Harding, op. cit., where he states that “[n]o af® watched the BBC during the campaign could Hmen left in any doubt”
where these prominent individuals stood.
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The Brexit vote results

The outcome of the June 23, 2016 referendum wHsy taiexpected. As the referendum day got
closer, most observers thought that the outcomddnmritight. And the closeness in the
numbers was significant indeed, but not in thedfio® expected, with a surprising Leave
victory by 51.9 percent against the 48.1 percetdinbd by Remain (the electoral turnout was
72.2 percent)?%6

A brief look at the geographical voting pattermmest interesting. Scotland voted unequivocally
to remain (62 percent of the votes). In Englandydxcer, with the exception of London every
region voted Leave. In Wales, “the vote share... alneaactly matched the overall national
result (52.5 per cent Leave to 47.5 per cent Reyhaumile in Northern Ireland Remain
prevailed (at 55.8 percent of the vof&).The implications in terms of country unity, while

difficult to analyze, were and are not likely to jpesitive.

Some other broad considerations are as followssamgth lower educational levels were
associated to higher shares of the Leave votegwihd areas where educational levels were
higher voted Remain; areas with high percentagesloviduals in professional jobs and those
with higher levels of median hourly pay also showgphificant Remain preferences; and the
Leave camp got better results in areas with lasgegmtages of the population over 65 and less

favorable results where the population was youdtfer.

Immigration as an issue was, as noted earlier,ilya@ferred to across the whole campaign.
Most interestingly, “areas with most immigrants—atady London-- were among those most
likely to vote Remain 299 But, and more interestingly still, “[w]here for@igporn populations
increased by more than 200% between 2001 and 201ekve vote followed in 94% of cases...

[which may lead one to conclude that large] numbérsigrants don’t bother Britongigh rates

208 Data from The Electoral Commission availablevaiw.electoralcommission.org.uk

207 Menon, Anand and John-Paul Salter “Brexit: IniRaflections 2016nternational Affairs92: 6 (2016) 1297-1318, at
p. 1312. This article also has a good review ofréhevant literature

208 Menon and Salter, op.cit., p.1312-3

209«The jmmigration paradox: Explaining the Brexit edfThe Economistiuly 14, 2016




54

of change do?'°This is a point that needs to be considered mibem ol feel, when looking at

anti-immigrant sentiments elsewhere in Europe dsalia the United States.

The literature on the referendum is obviously Varge?!! but one major survey conducted on
the referendum day deserves in my opinion partiatt@ntion because of some of the insights it
offers?'? Most notably, Lord Ashcroft Polls surveyed 12,36%ple after they had voted asking
them how they voted and the reasons behind theiside.?'* As for Leavers, nearly half of
them (49 percent) stated that the biggest individeeson for wanting to leave the EU was “the
principle that decisions about the UK should beetak the UK”. One third (33%) of the
respondents said the main reason was that leaviifgréd the best chance for the UK to regain
control over immigration and its own borders”, vehll3 percent maintained that staying in the
EU meant having little or no ability to decide tal how the EU expanded its membership or
its powers in the years ahead.” Interestingly, dhpercent considered the main decision for
leaving that “when it comes to trade and the econdhe UK would benefit more from being
outside the EU than from being part of it.” Witlgaeed to Remainers, 43 percent of them gave as
the most important reason for their choice thag ‘ttisks of voting to leave the EU looked too
great when it came to things like the economy, ot prices”. Almost one third (31 percent) of
Remainers stated that staying in meant that thatcpwould have “the best of both worlds”,
maintaining access to the EU single market withbatburdens of Schengen or the euro. Next,
17 percent of the Remainers stated that the masorefor their vote was that leaving meant that
the United Kingdom would “become more isolated fritsrfriends and neighbours”, while 9
percent offered as main reason “a strong attachtoghte EU and its shared history, culture and
traditions.”

210ihidem

211 see for instance: Matti, Joshua and Yang Zhou ‘[diitical economy of Brexit: explaining the vot&pplied Economics
Letters (2017), 24:16, 1131-1134; Hobolt, Sara B. “Thrext vote: a divided nation, a divided continerdurnal of European
Public Policy (2016) 23:9, 1259-1273dohnston, Ron, Kelvyn Jones, David Manley “Prdic’'Who Voted for Brexit’
through Ecological Analysis —an Example of the Rrobof Confounding, and its Resolution”, availahtehe SSRN website,
posted on February 9, 2018; and Clarke, Harold Matthew Goodwin, and Paul Whitel8yexit: Why Britain Voted to Leave
the European UnioiCambridge University Press, 2017).

212«How the United Kingdom voted on Thursday... and Whygrd Ashcroft PollsFriday, 24 June, 2016. Henceforth Lord
Ashcroft 2016. Available online at the lordashgpofts.com website. Menon and Salter also acknovdeétg merits of the
survey.

2131 ord Ashcroft, 2016. All quotes in this paragrak from this source.
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Another interesting consideration with regard t® Wote derives from the fact that so many
experts and political leaders as well as the firdmarkets were taken by surprise in spite of
polls confirming extensively the closeness of theer In this regard, “optimism bias” seems
worth exploring2** One way to look at this would probably be, | wosldbmit, to connect the
higher capability to communicate of “experts” ahd general (positive) perception of the media
of the value of their opinion with the geographiaatl cultural closeness of the two (experts and
the media) so as to introduce in the analysis ‘tsoavailability bias” 21>

214 See notably on this Rice, Condoleezza and AmyegatPolitical Risk: How Businesses and Organizations @aticipate
Global InsecurityNew York: Twelve, 2018), pp. 89-90
215|ncidentally, one could make a similar case for‘timexpected” victory of Donald Trump in the US giceential elections.
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After the Brexit referendum

The day after the referendum David Cameron, thdeleaho in 2010 had returned the Tories to
power after the thirteen Blair/Brown premiershifagge resigned. A brief list of some of his
policy choices prior to the referendum is intemggtilt points to their complexity and, perhaps

truly unavoidably, their politically divisive nateidomestically and/or abroatf.

For instance, on the positive side, he claimedndutiie campaign-among others- ownership of
the recovery from the financial crisis (with augiiemeasures viewed as too tough by many),
and (to the uneasiness of some of his party natphie support for the National Health Service
(NHS), the environment, and international developmalso, in terms of ambivalence one has
to note his cuts to defense spending during tisetirm (which were much disliked in the
United States) and the u-turn on the same issueradxs after the May 2015 elections. With
regard to the relationship with the EU, the conioeche established with French president
Nicolas Sarkozy, which was instrumental in invotyiNato to act in Libya, proved to be
disastrous on account of the chaos that the calapthe Gadhafi regime created (read: more
immigrant/refugees crossing the Mediterranean)nEwere directly connected to the EU, was
the British opposition at the December 2011 Euraop@auncil meeting to the new
intergovernmental treaty modifying in a stricterywthe Eurozone Stability and Growth Pact.
Cameron and many British politicians were concetthedl “the more intrusive economic
surveillance... [ by] Eurozone member states wowutdra to-or unwittingly handicap-- non-
Eurozone countries ... [and] Cameron demanded athiapan of powers” from Brussels back
to London.?'’” His position was undoubtedly influenced by thedskeptic members of his
party, concerns over the rise of UKIP, and the lelgsaced on Brussels for all negative domestic

economic development$® In the end, the treaty was signed on March 2228/1all member

216 gee for instance Alasdair Bldritain and the World since 194kondon: Routledge 2015), op.cit.; Sandbu, op.cit.
Snowdon, Peter “David Cameron Will Be Rememberedvffore Than Just Brexit” available at time.com isidaly 14 2016;
Jeremy BlaclA History of Britain: 1945 to BrexiiBloomington, Indiana: Indiana University Press12)) op.cit.; Dorman,
Andrew, Matthew R.H. Uttley, and Benedict Wilkins6rhe Curious Incident of Mr Cameron and the Unikédgdom Defence
Budget: A New Legacy?The Political QuarterlyVol. 87, No. 1, JanuarMarch 2016

217 Ashoka ModyEurotragedy: A Drama in Nine Acdlew York City: Oxford University Press, 2018)384

218 This “economic” blame placed on Brussels and the By national politicians has played a pivotakrinl the decreased
enthusiasm for the integration process observedhier European countries in the last ten years.
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states, except the Czech Republic and the Unitadd¢im, as formally outside the EU legal

framework but de facto incorporated in existing Edulations?1®

It was this British ambivalence toward the EU im&gpn process, including the Eurosceptics’
reaction to the February 2016 agreement with thertedtioned earlier, that led to Brexit and
the challenges that Cameron’s successor would teafaee henceforth. And, as we have seen
above, the agreement negotiated with the EU inuger2016, before the referendum, did not
contribute to more party harmony for the Conseweatinor (arguably) to greater “Anglo”
enthusiasm within the EU.

Party harmony was clearly damaged by the campaigs most natural successor at the helm of
the Conservative Party, Boris Johnson, was “stabbbdte back” by the more hard-line Leaver
Michael Gove, who was concerned over the formesiktyto lead the country??° Gove'’s
decision to run for the premiership after havinghmed Johnson aside, however, made him look
as a betrayer unworthy of the position. That lefadront runner the home secretary for the
previous six years, Theresa May. Throughout thepeggn she sided, in a moderate way, with
the Remain camp. However, after the results wershia “offered ‘strong leadership’ and a
promise to heal the country’s divisions... [also farsly stating] ‘Brexit means Brexit and we
are going to make a success of it?2* Her message and her confidence proved most apgeal
to the majority of her colleagues, enabling hdseoome the new leader of the Conservative

Party and, on July 13, the first female Prime Mamisn 26 years.

Her confidence and leadership would soon be chgdiéy a plurality of actors and forces.

219 Nixon, Simon “How David Cameron Unwittingly Greasibeé Rails Toward BrexitWall Street JournaNovember 29, 2017;
Mody, op.cit.; Sandbu, op.cit.; Stiglitz, JosephTEe Euro: How a Common Currency Threatens the FutdiEuropg New
York: Norton, 2017); and Brunnermeier, Markus HKarold James, and Jean-Pierre Lan@lhe Euro and the Battle of
Ideas(Princeton, New Jersey: Princeton University Pr2846)

220 prozdiak, op.cit., pp. 39-40

221 George Parker “May to ‘make Brexit a success’ assUigst female PM in 26 yearsFinancial Timesluly 12, 2016, front
page.
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Theresa May’s government: the models and the issues

The first decisions that Theresa May had to takesiiee appointments for her Government.
Most notably, and unexpectedly, she appointed Blmisison as Foreign Secretary. Other key
appointments to the UK Brexit squad were David Bgf@ecretary of State for Exiting the
European Union), and Liam Fox (Trade Secretaryth bard-line Brexiters. It is fair to say that
no one in the Government, or Parliament for thatenahad a clear idea of what they wanted.
Before the referendum, Brexit was never clearlyraef in terms of what it meant in practice.
At the time of the beginning of Theresa May’s Gaoweent, several non-EU countries provided

trade models that were being considefétiLet us briefly look at them.

The Norway modeNorway, which in 1994 voted against joining the, Es a member of the
European Economic Area (EEA), together with Iceland Lichtenstein. It has full access to the
Single Market, and the free movement of goods,tahservices and people with the EU works
in both directions. While required to adopt EU lemnnected to the Single Market, Norway is
exempt from EU rules in agriculture, fisheriestiges, and home affairs. The country contributes
to the EU budget and, while it can offer its viewrsthe non-excluded policies and legislation, it

cannot vote and it is not represented in the Ebtitin®ns.

The Switzerland modelSwitzerland is not a member of EEA (as a resiust 1992 referendum),
but belongs to the European Free Trade AssocidiBbiiA). The latter includes also the three
members of the EEA. EFTA is not a customs unionragthber states, while having a
coordinated trade policy, have full rights to enteo bilateral third-country trade arrangements.
Switzerland, the EU largest trading partner ater/S and China, has a relationship with the
EU characterized by a series of bilateral treadssa consequence, it has access to the Single
Market but not in all sectors. Most relevantly tee@it analysts, the country does not have full
access to the single market in the banking seciiother service areas that together account for

almost 80 percent of the UK economy. Switzerlarsd &las to pay into the EU budget.

222 gee “Five models for post-Brexit UK trade” avaikalalt www.bbc.com posted on June 27, 2016, aedess August 5,
2018; Carpenter, Theresa and Graham Fldatexit: Impacts on UK and EU Trad€TEI Policy Briefs, available at the Centre
for Trade and Economic Integration of the Gradusétute of Geneva website. See also the offigldland UK institutions’
websites.
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The Turkey modeTurkey has a customs union with the EU limitedhtustrial goods for which

it does not have therefore to face tariffs or gaofdne country does not contribute to the EU
budget, and does not have access to the EU agrigutharkets and services. It has to apply the
EU common external tariff on goods imported fronisale the EU (without much influence

over it). It is also a significant “rule taker” comparison with the countries that have Free Trade
Agreements (FTAs) with the EU.

The Canada modeCanada and the EU have worked for years on timep@zhensive Economic
and Trade Agreement (Ceta), so most of the issu@sected to it were known before June 2016.
Ceta came into force provisionally in September728% The agreement, among others,
removes all tariffs on industrial products tradediieen the EU and Canada, substantially
liberalizes agricultural trade between the EU aaddtla, guarantees access to Canada’s public
procurement market, encourages more investmerdtindirections, and protects many of
Europe’s flagship food and drink products (e.dyltaChianti wine and Greece’s Elia kalamatas
olives). Canada makes no financial contributionth®EU budget and each party retains the

ability to establish an independent internatioradi¢ policy.

The WTO modelThe model is often referred to in connection® K leaving the EU without
an agreed trade deal. Under a “no deal” scenatéo Bfexit, the UK and the EU would be
obliged to apply World Trade Organization (WTO)easl This means that they would have to
apply to each other the tariffs and other trad#&ricé®ns they apply to the rest of the ward.
Essentially, this model means that the UK wouldehimial freedom to enter trade agreements
with other countries and to create independenbnatipolicies in all areas. It would also mean
that UK exporters would confront higher tariffstive EU and vice versa.

223 CETA: the EU-Canada free trade agreement, avaikttilee parliament.uk website; see also the EU desiom website; and
Dominic Webb,CETA: the EU-Canada free trade agreemauly 20 201&valiable at the House of Commons Library website
224 Five Models, op.cit. The “no deal” option has camée seen with time more and more negatively bgtranalysts. See
infra.
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Awareness of these different models/scenarios (@odf importantly, their potential mix) did
not necessarily mean full comprehension of theplications for the complex domestic and
international negotiation processes, to which we hdefly turn?2°

Theresa May addressed early on the issue of mddalgstated that the UK and the EU should
not use “necessarily a model that’s on the shediaaly but [sic] saying: what is going to work
for the UK and what is going to work best for ther&ean Union; in ensuring that we can
maintain that economic relationship which has bafdmenefit to us in the past, and we want to
ensure that we can continue and build on in theréit??® Here one could note a desire to
appear as a political innovator fully aware of giaest and the challenges ahead on both sides.
Theresa May also spoke about the need to devedtprag industrial strategy, stressing the need
to “build an economy that works for everyone, nst jthe privileged few”, part of the central
idea to unify the party and the count?y.She also continued to defend her key inauguradpe
expression “Brexit means Brexit...we are going to enaksuccess of it. That means there’s no
second referendum, no attempts to sort of stalyarEU by the back door, that we’re actually
going to deliver on this??8 By the end of August of 2016 it was already cliat among the
ministers there was considerable disagreementtbegsrecise negotiating posture, with most
significant divisions over market access and imatign.??° This was clearly affected by the
EU’s red line of free movement of people (one @ fiur freedoms}3° and also by the complex
relationship existing for non-EU members betweenrdsket access and decision-making
input. A most important factor that was fully unsi®od by then was the great reluctance on the
part of the EU to give the UK a deal that mightde “nice” and provide therefore an incentive

for other countries to exit. Further, the concerar@rolonged uncertainty over the negotiations

225 The hurdle was very high even for the peopletdisctly involved in the negotiations, in no stmakasure on account of
the totally uncharted territory that the UK (ané t8U) was entering. The brief chronology and thesaterations offered
henceforth are largely based on speeches giveraby key players and communications and intervieitls thie press. On their
own they could be the object of a very interestind extensive case study on political marketinga@rdmunication.

226 This was in Rome at a press conference on2Jyl2016 when meeting with Prime Minister Mattem&g
https://www.gov.uk/government/speeches/pm-statesmerdme-27-july-2016

227 Quoted in "Theresa May chairs cabinet committeeaanomy” August 2, 2016 atww.bbc.com
https://www.bbc.com/news/uk-politics-36951890bviously here the idea, often repeated in the hoahead, is to show Labor
that she can use some of their key mess&msinfra.

228“No staying in the EU by the Back door, says Tharklay” August 31, 2016
https://www.theguardian.com/politics/2016/aug/31#taying-in-eu-by-back-door-theresa-may-brexit.slisione prominent
example of Theresa May’s drawing “red lines”. 8dea.

229 5ee for instance Allen, Kate et al. “ Post-Br@&«itain to seek ‘unique’ model as great tradindest&inancial TimesAugust
31, 2016

230The reference here is clearly to the four fundaaléntedoms that were pursued since the 1957 TaédRpme: freedom of
movement of people, goods, capital, and servicdsadmich have been at the center of the EU integngirocess
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was significant among business leaders; UK politeaders from all sides acknowledged that
and claimed that their position —whatever it waseal at decreasing such uncertainty.
Awareness of the uncertainty over the UK’s rol@dsidge for the United States into the EU,

along both economic and security dimensions, grewell.
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The Birmingham speech and moving to invoke article 50

With Theresa May’s speech at the Conservative Raotyference at Birmingham on October 5,
2016, and the discussions that it triggered, tlovalmentioned issues were expanded upon and
more were added. The central theme, however, vety/mlear. In her speech the Prime Minister
spoke about a “new centre ground of British pditic where every single person ... is given
the chance to be all they want to be” so as toieéte divisions “between a more prosperous
older generation and a struggling younger genearatidbetween the wealth of London and the
rest of the country?®! The time had arrived “to reject the ideologicahpgates provided by the
socialist left and the libertarian right and to eatd® a new centre ground in which government

steps up — and not back — to act on behalf of Lis%&P

With an eye to the next election, Theresa May aitoggtab votes from the Labor Party while
securing those of her own party, arguably in thevadion that nobody on the right could
replace her. She saw her government as “proviceogrgy from crime, but from ill health and
unemployment too. Supporting free markets, but@tepin to repair them when they aren’t
working as they should. Encouraging business apdating free trade, but not accepting one
set of rules for some and another for everyone”g&ld®A crucial part of this getting back in
control of the economy and society through moreva@overnment policies was the emphasis
on two major goals in the negotiations with the Etfal immigration control and refusal to
accept the jurisdiction of the European Court dtide. Most tellingly, May added: “We are
leaving to become, once more, a fully sovereigniaddpendent country” while, however, also
stating that “the Britain we build after Brexit -s-going to be a Global Britain. Because while
we are leaving the European Union, we will not eethe continent of Europe. We will not
abandon our friends and allies abroad. And wematlretreat from the world... keeping our
promises to the poorest people in the world. Takiveglead on cracking down on modern
slavery wherever it is found. Providing humanitarsaupport for refugees in need. Ratifying the

Paris Agreement on Climate Change. Always actstha strongest and most passionate

231 The quotes are all from her October 5, 2016 Bigham speech available, among others, at www.grtiignt.co.uk

232 The speech had also dimensions that many wouldizatigly populist, with her distancing herselfigedly from the
London elite: “Just listen to the way a lot of iiolans and commentators talk about the publieyTfind your patriotism
distasteful, your concerns about immigration pai@clyour views about crime illiberal, your attachmt to your job security
inconvenient.” Ibidem

233jbidem
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advocate for free trade right across the globe. &ngys committed to a strong national defence
and supporting the finest Armed Forces known to.in&A Clearly Theresa May understood that
the Brexit vote was a vote against globalizatiart, ot against the historical global Britain and
the needed more intense commercial relations vathEU countries to compensate for
Brexit.The Birmingham speech also stated unequilyotteat Article 50 of the EU Lisbon Treaty
would be invoked before the end of March 2017. dittele gives any EU member state the right
to withdraw unilaterally and sets a two-year desalfior the deal, after which the country leaves,
“unless the European Council, in agreement withMleenber State concerned, unanimously
decides to extend this perio#f®In the following months this notification proveal be a
contentious issue. The use on the part of the Ukeigoment of its prerogative powers to issue a
declaration pursuant to Article 50 was considengdhlny experts as contrary to domestic
constitutional law. These critics argued that i kabe preceded by an authorization given
through an Act of the UK Parliamef¥ In the end, the issue had to be decided by the UK
Supreme Court, which ruled in the Miller case tRatliament had to authorize the triggering of
Article 50.%%7 Also, very importantly, the Court denied that tevolved legislatures (Wales,
Scotland, and Northern Ireland) had any say imptioeess, both in terms of approval and even
consulting?®® Thus, after Theresa May’s Secretary for Exitimg EU, David Davis, formally
introduced the Notification of Withdrawal bill, tHest reading of it took place on January 26,
20172%° Two months later, after an intense legislativecpss, Donald Tusk, the President of the
European Council in Brussels was delivered a Isitgred by Prime Minister May formally
notifying him of the invocation of Article 50 as Was declaring the intention to withdraw from
the European Atomic Energy Community ( Eurat@ff)Thus, the two years of official

negotiations before the exit started.

234ibidem

235 Article 50.3 Official Journal of the European 0ni9 May 200&https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=0J:C:2008:115:FULL&from=EN

236 5ee for instance “The invoking of Article 5Bfbuse of Lords, Select Committee on the Constitupioblished on September
13, 2016 available on the parliament.uk website.

237 The judgement was given on January 24 2017. Sesvhesupremecourt.uk website. See also Bowcott, iDgtel.
“Supreme court rules parliament must have voteiggér article 50'The GuardianJanuary 24, 2017.

238 |hidem and “Brexit: Ministers ‘not legally competieto consult AMs”BBC Newslanuary 24, 2017 available at
https://www.bbc.co.uk/news/uk-wales-politics-387283

239 5ee the websit@ww.parliament.ukfor the official description of the legislativeqzess, which ended with the passing of the
bill on March 13, 2017 and the Queen’s Royal asseri¥larch 16.

240The letter, dated March 29 2017, is availablénenatwww.gov.uk
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The UK legislative process debates about leavied=t, as well as the discussions they
engendered outside Parliament, confirmed how davttie country was within and among
parties and devolved jurisdictions and how comptexroad ahead would be. For instance, an
amendment to protect EU nationals’ rights was vakean by 335 to 287*A second
amendment on the possibility to have a “meaninfyfal vote” on any deal at the end of the
Brexit talks was rejected by 331 to 286. The Lords accepted both decisions of the Commons,
with a 274 to 135 and a 274 to 118 majority, retipely. 24> The government explained that the
legislation had to be kept “straightforward” ane ttmendments would have complicated the
process. Secretary Davis stressed that the secoedment would “hamper the government
during its negotiations ... and questioned the mstafethose arguing for it, claiming that they
wanted to reverse the referendum restfftth fact, one should never forget that about 73
percent of MPs were in the Remain camp, with 5@g@rof all Conservative MPs also pro-
Remain?*® Clearly, the desire to respect the “will of thepke” expressed in the referendum

played a crucial role in the parliamentary vote.

At any rate, by the time of the Parliamentary appltof the Withdrawal bill, several elements
had become clearer to many in terms of the chadieafiead in the negotiating process. Most
useful in this sense is the identification by aalgst at the rating agency Fitch of five crucial
challenges to be confronted by Theresa May aftetrthgering of Article 50246 The first
challenge that he identified is that “the UK withtrbe in full control of the negotiating agenda,
and specifically the order in which the issues Wéladdressed?*’ Here the conceptual divide
between consecutive vs. concurrent negotiationsesul, with the former type--which is the one
that came to prevail-- placing the British “at didiée disadvantage. Similarly, the two-year
deadline very much favours the EU, especially salc27 member states must approve any

extension. Both sides face serious internal dimsiand must find ways of satisfying internal

241 see on this Asthana, Anushka et al., “Parliamasses Brexit bill and opens way to triggering &t&0” The Guardian
March 13 2017.

222jbidem

243 jbidem

244ibidem

245 See Edwards, Jim “This is the size of the majadritthe House of Commons against Brexit” Novemhe2(BL6 available at
www.businessinsider.com

246 5ee McCormack, James “Brexit: Now Comes the Hart! Pdarch 13, 2017 available ttps://medium.com/fitch-
blog/brexit-now-comes-the-hard-part-2121a2f85@Zessed on September 27, 2018. By and largeltvgay they all have
proven to be correct.

247 ibidem
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constituencies to maintain consenstf§.Notably, “... if less time is available, it becomasre
likely a transition agreement would be needed wdwhat the prime minister has called “a

disruptive cliff edge4°

The second major challenge confronting the UK basotwith the financial terms, “the exit

bill”, that the UK has to pay, including promingnthe EU officials’ pensions (one can imagine
the emphasis placed on this, understandably, bpEEaucratsj>® The third challenge revolves
around Scotland and the possibility, given itsrsgr&emain preference, to have another
referendum over its independence. In the one Imeki4 the Scots voted against independence.
But the Brexit results have made the possibilita @econd Scottish independence referendum
more real and UK “policymakers... in dealing with égottish requests” will have to pay
“careful attention” because “government resourcitlsalveady be stretched® Here the

implicit reference is to the economic assistaneg tthe UK government would have to possibly
increase to a government with a budget deficit®pércent of GDP2? and which in some
Brexit-connected debates has been unceremonioakdylcbribes to stay in the UK'. In a
nutshell, “now [Scotland] has a stronger reasoquib the UK and attempt to stay within the EU
on the grounds of identity. [However,] ...[t]he hartlee Brexit, and thus the stronger the case
for Scottish independence, the bigger the costaitiSh exports of leaving the UK...[and] [a]n
independent Scotland, even if it managed to rdjuenEU, would face a double blow of losing
export markets to and fiscal transfers from thé¢ oéthe UK.”253 To make matters even more
complicated to analyze and predict, one can argatevthile on the one hand an independent
Scotland was not viewed favorably by the EU-280d42 the EU-27 may not make the path to
EU membership for Scotland much easy as well. WBgause Spain would oppose setting a

precedent that could encourage Catalonia’s separati

The fourth major challenge is the lack of unity amm@ublic and private sector groups over the

most desirable outcomes. | would definitely empreagihat this is a clear theme present basically

248 Ries, Charles P. et al. “After Brexit: Alternaterhs of Brexit and their implications for the Undt&ingdom, the European
Union and the United StateRand Europe017, p. viii

249 McCormack, op.cit. This “time” dimension has beery important throughout the whole negotiatinggess.

250ibidem.

251ibidem

252 «geottish independence and the Brexit paradoméncial TimesAugust 4, 2016

253 ibidem
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in all analyses of the Brexit negotiations one Bak Most importantly, it needs to be stressed
that the negotiations inevitably lead to “open debavithin the UK... [exposing].. domestic
political pressure points that could be strategyaakploited by the European side. [True, iJt may
be of some comfort that the EU is subject to simiigernal disagreements, but the upshot of this
is likely to be delays in formulating negotiatinggitions—an unfavourable outcome for the
UK.”2%*Once again, this is connected to getting uncormlfidytclose to the “cliff edge”
mentioned earlier. Moreover, in terms of unity, eheuld not forget that the two ideologies
which led to the Leave victory are unlikely to cemde again. One, followed by the nationalists
who wanted back their glorious imperial past arstnéed being subject to outside laws and
people and the other, espoused by the believdrsarmarkets, resisting the distortive influence
of Brusselg>® The shared anti-EU approach was unlikely to comtito unite them, since “[t]he
first [ideology] deeply resented globalization whiwas represented in their eyes by Brussels.
The second [one, instead] objected to the obstdlstewn by Brussels in the path of that very
globalization.?>® And this was seen clearly when the followers efttho ideologies had to start

to decide on specific courses of action after M&@h7.

The fifth major challenge has to do with the mamaget of expectations and uncertainties
during negotiations. In addition to the basic ingbsity to conduct negotiations without
experiencing leaks, there are the inevitable upsdavns in terms of the perception that the UK
and the EU might be getting closer to their objexti?®” The impact on the financial markets
will be monitored and “connected” (at times in vanalytically debatable ways) to the
negotiations, in turn perhaps affecting them. In ease it is very likely that the public opinion
on Brexit will be affected by the economic and neamkews. And managing them is not going to
be easy. Again, the possibility of “a greater rimleParliament in approving the final negotiated

agreement” or of another referendum may increa8e.

254 McCormack, op.cit.

255 |n this sense see Rona-Tas, Akos “Brexit: the écirdf globalization and democracy” in O'Reilly,ctpueline et al. “Brexit:
understanding the socio-economic origins and careasmes Socio-Economic Review2016, Vol. 14, No. 4, 807-854, at pp.845.
256 jbidem

257 McCormack, op.cit.

258 jhidem
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New elections

Three weeks after the official invocation of Aréd&0 to exit the EU, Theresa May made a very
unexpected move. On April 18, 2017 she announcaglitha Cabinet meeting she just chaired,
it was agreed that the government should call @@gérelection on June?8? The justification

was rather straightforward. She started by notiag $ince she became prime minister, the
government had delivered the “certainty, stabgityl strong leadership” that the country needed.
She added that “since the referendum, we haves®aumer confidence remain high, record
numbers of jobs and economic growth that has exckatl expectations.” Continuing, she said
“[w]e have also delivered on the mandate we wereldd by the referendum resutitain is
leaving the EU and there can be no turning backl &swe look to the future, the government
has the right plan for negotiating our new relagidp with Europe. We want a deep and special
partnership between a strong and successful El & that is free to chart its own way in the
world. That means we will regain control of our omeney, our own laws and our own borders

and we will be free to strike trade deals with foldnds and new partners all around the world.”

It is not difficult to imagine what these words sded like to a critic: excessively and
unrealistically self-congratulatory, overly optirigsin economic terms (especially in the long-
run), dismissing the losses connected to leaviageltd, overestimating the gains, and
mentioning a plan that nobody was sure it wasyeadistent or worthy of such a name. The
prime minister continued explaining that she haainged her mind on the election. Up to that
moment, she had always thought that there shoutwleection before 2020. But, she added,
the political divisions in Westminster were too darous for the future Brexit negotiations (they
weakened the position of the UK government) anddiestabilizing for the country on account
of the uncertainty they engendered. Thus, she adtedve a simple challenge to the opposition
parties. You have criticised the government’s vidior Brexit, you have challenged our
objectives, you have threatened to block the latish we put before parliament. This is your
moment to show you mean it, to show you are nobsimg the government for the sake of it, to
show that you do not treat politics as a game”. din@ce, in her words, was between “strong

and stable leadership” (an expression repeatednarable times across the campaign) “or a

259 The speech is widely available on the internet f8einstance “Theresa May's general electiorestant in full” available at
www.bbc.com April 18, 2017. All the quotes in this paragrapid the next one are from this speech.
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weak and unstable coalition government led by Jgrt@orbyn.” Clearly, her desire for an early
election was considerably affected by very favagaiginion polls at the time of her speééh.
In any case, the House of Commons complied withrdwuest, with a vote of 522 to 13, amply

going beyond the required 2/3 majority.

The campaign of the following weeks was most irgting to watch, even from outside the UK.
Perhaps nothing captures better the nature ofghethan a speech that James Corbyn gave in
Manchester on May 9, 2027 Corbyn made two central points. First, he said Tteresa

May'’s claim that “she wants to build a fairer Bhitathat she cares about working people” goes
against the “Tory record”. He reminded listenersief party’s public spending austerity policies
in low income housing, health access, schoolsaitidn. He also recalled how the “three
decades of privatization- from energy and rail¢alth and social care — has made some people
very rich but it has not delivered richer lives tbe majority.” Most directly he added that, after
all, “[i]t was this Tory leader who sat [as Homec&sary] alongside David Cameron in
government for six years.” The second major palaarly connected to the first, was against the
Conservative Party’s claim that “this election lmat Brexit and who can play at being toughest
with Brussels.” Instead, Corbyn stated, the “etatisn’t about Brexit itself. That issue has been
settled.” Remainers in his party (especially thibseking about a second referendum) did not
like this sentence, for sure. “The question nowhst sort of Brexit do we want — and what sort
of country do we want Britain to be after Brexi€2drbyn answered the question he posed by
saying that Brexit had to be “jobs-first”, had t@fect “the future of Britain’s vital industries,”
and to pave “the way to a genuinely fairer sociptgtecting human rights, and an upgraded
economy”. He added that the latter meant, amongrsttidecent jobs,...security at work,
affordable homes for all, a fully funded NHS anti@als, training and skills, an end to rip-off

privatisation, fair taxation and a fairer, more algcountry.®62

260 See for instance, Eaton, George “The greatest lgaimbTheresa May was not calling an early geneledtion”New
Statesmarpril 19, 2017

261 The speech is available for instance onvifaav.mirror.co.ukwebsite. All the quotes in this paragraph are ftbim speech.
262 jbidem
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The results of the June 8, 2017 election

The surprise announcement on April 8 2017 was Vi@t by another surprise when the results
of the June 8 election became kno##d The voters, rather than transforming Theresa May’s
small majority into a large one, took it away fréwer. True, she got 42.5 percent of the vote,
obtaining more votes than Tony Blair's New Labauits supervictory in 1997. But she went
from having 331 MPs, a small majority in a Commuiiih 650 seats, to 318 seats. Labor, on the
other hand, won 262 seats. Thus, while the Congeegdost 13 seats and the majority, Labor
gained 30 seats (showing that it benefited compaigitmore from the highest voter turnout--69
percent--since 1997). The comparison with the esféum results is most striking: 51.8 percent
for Leave vs. 48.2 for Remain whereas, on Juneld 242.4 percent of the votes went to
Conservatives against 40.0 for Labor. In other wptide elections confirmed that the country

was deeply divided.

The loss of 21 seats by the Scottish National Rartyould make henceforth its push for a new
independence referendum much less powerful) andrtimpressive or not outstanding results of
the Liberal Democrats, the Green Party and--in iNort Ireland--of the Democratic Unionist
Party (DUP) and Sinn Féin, as well as those of lempéarties also pointed to the return to a two-
party system. However, the new reality also wasttieConservative Party no longer had the
numbers to rule alone and needed a partner. Adtamoé fact, to stay in power, Theresa May
had to reach an agreement with the D¥¥PThe DUP agreed to support the Government, among
others, in areas related to all motions of confaggrthe budget, national security and, most
importantly, “on legislation pertaining to the Ustt Kingdom exit from the European Union....
[while s]upport in other matters will be agreedaboase by case basi$? Still, given the fact

that the DUP on social issues is very conservgavg it opposes same-sex marriage and

abortion in most instances), one can easily unaiedsthe controversial nature of the deal. At any

263 On this section, see Shrimsley, Robert “A natitwided: back to the 70s and a two-party stafériancial TimesJune 10,
2017; “How to turn a chaotic election result intbetter Brexit”,The Economisiune 17, 2017; Hunt, Alex and Brian Wheeler
“Theresa May: 10 reasons why the PM blew her migfbrdune 14, 2017 available awtvw.bbc.com Thorsen, Einar, Daniel
Jackson, Darren Lilleker (ed4JK Election Analysis 2017: Media, Voters and thenPaignavailable at
http://www.electionanalysis.uki Cutts, David and Tim Haughton “Five things just learned from the U.K. elections” June 9,
2017 available aww.washingtonpost.com‘Whodunit? Post-mortem of Britain’s electoralsa’ The Economisiun 17, 2017
264 SeeConfidence and Supply Agreement between the Catiserand Unionist Party and the Democratic Unidritarty,
updated June 28, 2018, available at www.gov.uk

265 ibidem
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rate, the prime minister clearly made a gigantioreof assessment in deciding to have the early
June election: her soon to start negotiations thithEU were undoubtedly rendered more
challenging as the complexity of the issues as agethe divisions within the UK became more

clear and pronounced, and the confidence in hétyatai handle them diminished.

Let us offer some brief additional examples andsaerations on how this mix of complexity,
divisiveness, and perceived inadequateness in ingritlem became more apparent during and
immediately after the electoral campaign. In thstfplace, Theresa May did not debate on TV
her main challenger Jeremy Corbyn, nor other daggers. This conveyed the impression that
she either was fearful of debates and/or of hesrckor that she felt that her final victory was a
done deat®® There was also an overall underestimation o&ffettiveness of Corbyn’s
messages against the seven years of austerity thred@ories’®’ Most notably, especially in
comparison with the Birmingham speech, the so@e component of the Tory message did not
come across as adequate at all. Labour was alfly wasre effective in terms of online
campaigning and overall voter targeting, while Tloegies arguably were not too good at getting
the “wavering” labour voter$8 In point of fact it has been argued that “big eder Labour in
Remain-voting areas suggest that Brexit motivatadyh?®° It has also been pointed out, in
terms of the hard vs. soft brexit divide, that hisiness lobby came after the election more
openly in favor of a softer exit, a position nat filmm that of UK civil servants, generally
supporting “the least-disruptive Brexit possibE? This view is naturally connected to the
widely shared idea that, because of the electi@n|rtow] “May’s minority government will

need to adopt a much more conciliatory tone on Bf&xtriggering a not too difficult to predict
significant hostility on the part of the ConservatEuroskepticsAlso adding to the complexity
of the picture is how the terrorist attacks at Master Arena and the London Bridge did not
seem to favor the Conservatives particularly. kgéngly, the positive ratings on security of the

chief UK Brexit negotiator fell during the campaiffom 47 to 41 percent while Corbyn’s went

266 n this sense, for instance, see Hunt and Wheagecit.

267 “Whodunit? Post-mortem of Britain’s electoral upsetie Economistiune 17,2017; Hunt, op.cit.

268 Cutts, op.cit. and Hunt, op.cit.

269 “How to turn...” The Economisop.cit.

21%bidem

271 McGowan, LeePreparing for Brexit: Actors, Negotiations, andi@@quence@New York and London: Palgrave, 2018), p.
124.
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from 14 to 15 percent, perhaps also on accounhef&sa May'’s cuts to police numbers (which

Labour cleverly criticized}?”?

2712 gee Warrell, Helen “Terror attacks shaped UK @eadbut failed to lift May, experts safFinancial Timeslune 8, 2017
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The Transition Period is negotiated

In the months after the June 2017 elections, ttegantions of the players referred to above
continued and certainly affected the UK negotiatemm, which also was influenced of course
by the feedback received officially and behind etbsloors by its EU-27 negotiating squad
counterpart. The latter, in turn, tried to projefficially as much as possible an image of strong

unanimity.

The official negotiations between the UK and the $tatted after the British elections in June
2017. A crucial moment arrived in March 19 2018gewla transition deal was announced
together by Michael Barnier, the chief EU Brexigogator and David Davis, the UK’s Brexit
secretary?’*Most prominently, with the agreement, the UK sedua@1-month Brexit transition
period (based however on the assumption of readunte sort of Brexit deal). This was
necessary to avoid or reduce the risk of a cliffeedxit, much feared by businesses--many of
which, however, had already started to take stepsldcate or at the very least stop UK
expansion. The need to placate the fears amonguskésses of a hard Brexit triggered
abruptly on March 29,2019 forced the UK negotiatormake major concessions in the area of
sovereign rights. In essence, in the transitiotogdasting to the end of 2020, Britain agreed to
abide by all EU rules while having no say in theisi®on making process and thus being
definitely just a “rule taker”’4

It is not difficult to imagine the disappointmerittbe Eurosceptic Tories, still however capable
of tolerating the agreement as long as it woulthaend lead to a “clear Brexi™ Most
importantly, “trade experts doubt that a comprehengsade deal of the sort that Mrs May wants

can be negotiated, let alone ratified, that quicRliyd the text of the transitional deal leaves it

273 |n the March 19 Draft Agreement three differentoc-coded areas appeared in the documéett in greeris agreed at
negotiators' level, and will only be subject toneical legal revisions in the coming weeks. teoxt in yellow negotiators agreed
on the policy objective. Drafting changes or cladfions are still required.ext in whitecorresponds to text proposed by the
Union on which discussions are ongain§ee Draft Agreement on the withdrawal of the United ¢dom of Great Britain and
Northern Ireland from the European Union and thedfiean Atomic Energy Communitighlighting the progress made
(coloured version) in the negotiation round witk thK of 16-19 March 2018”, available at the Eurap€ommission website.
274 See for instance Barker, Alex et al. “Brexit tridios deal avoids cliff-edge for UKFinancial TimesMarch 20, 2018.
Notably Nicola Sturgeon, Scotland’s first ministéecried the “massive sellout of the Scottish fighindustry”, obviously
referring to the going against earlier UK minisaéépromises that the country would gain controt®toastal waters from the
EU in March 2019. Barker et al., ibidem.

275 See Barker et al. referring specifically to Camative MP Jacob Rees-Mogg.
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unclear whether an extension will be legally pdssilet alone politically so?"® This is an
observation that is essentially in line with anteimiew or speech given by trade negotiators that
| have come across. The Brexit process is thusacterized not just by complexity and
divisiveness within each camp (arguably more inUkg, but also (heretofore) by an
underestimation by many who should have known béited much earlier) about the time
needed to reach an agreement. And, arguably heréh® May government appears to have

been most inadequate.

Article 50 required a qualified majority in the ELbuncil and a majority in the European
Parliament. But a trade agreement covering mulaplé connected policy areas under the
preserve of 27 member states would be considefeiixad agreement”, which must be ratified
by EU member states in accordance with their damesification procedure%.” And, to add to
the complexity and length of time, “[i]n federal Mber States, ratification procedures also
involve approval by the chamber of the nationaligarent representing the regions (such as the
Bundesrat in Germany) or the approval of the regliand community parliaments (as in the
case of Belgium), whenever competences of sub-d¢detities are concerned by the

agreement?"®

276«There’s something fishy about Britain’s Brexit tsition deal’The Economistarch 22, 2018

277 SeeA guide to EU procedures for the conclusion ofrimational trade agreement§)ctober 25, 2016, available at the
European Parliament website. See also Henley, ddDan Roberts “Reality check: will it take 10 ye&w do a UK-EU trade
deal post Brexit?The GuardiarDecember 15, 2016. On this issue, see infra.

278See ‘A guide to EU procedures, ibidem
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The July 2018 Chequers White Paper

After the March 19, 2018 draft agreement, it hacbinee abundantlty clear that the UK
had to move toward providing more specific propssaéhat is what the next major documnent
in the Brexit process, the White Paper (also reféoeas “the Chequers white paper”, “the
Chequers plan”, “the Chequers agreement”, “the Géaegdeal” or just as “Chequers”) released
on July 12 2018, aimed to offét®

The document, some prominent aspects of which ak Istiefly examine here, is
entitled “The future relationship between the Uaikéngdom and the European Union”. It starts
with a declaration: the Government by March 292@ill leave the EU and start “to chart a
new course in the world”, delivering “on thesult of the 2016 referenduathe biggest
democratic exercise in this country’s history.” simdoing the Government “will have reached a
key milestone in its principal mission — to build@untry that works for everyone. A country
that is stronger, fairer, more united and more autiAlooking.” Thereatfter, the White Paper
continues, it is in order “[t]o fulfil that missidthat] the Government is advancing a detailed
proposal for grincipled and practical Brexit.The document mentions several key speeches
given by the Prime Minister since the referendumh @aims that the proposal “addresses
guestions raised by the EU in the intervening mginthith the clear purpose of showing that the
May Government has paid attention to its negotiatiounterpart’s concerns so as to strike “a

new and fair balancef rights and obligations”.

Across the document, the reader never forgetsrtieat distinction between rule-taker
vs. rule-maker as well as the uncharted territaty lparties are entering. The White Paper states

clearly the need to respé€tie result of the referendumnd the decision of the UK public to take

279 The document i&The future relationship between the United Kingdand the European Union”. Presented to Parliament b
the Prime Minister by Command of Her Majesty. Aahike at www.gov.uk/government/publications. All tpeotes in this
section are from this document (the boldface texhe original document is here in italics), unletizerwise indicated. Among
the sources that look at one or more aspects oMtite Paper there are: Morris, Chris “Brexit: Whaes the government
White Paper reveal?” July 12, 2018 availablenatv.bbc.com Watts, Peter and Andrew Eaton “A definitive Uksiain for
Brexit?” July 13, 2018 available at the Hogan Ldssbrexit website; Kettle, Martin “Brexit white papwon’t win over MPs or
the EU” July 12, 2018he GuardianHumpe, Christophe et al., “The Chequers’ WhitedPapowards a bespoke EU / UK
trade agreement?” July 23, 2018, availableatv.mcfarlanes.cormAllen, Nicolas et al. "Britain’s Brexit plan reaked:
experts react” July 12, 2018 availabléntips://theconversation.com/britains-brexit-planea@ed-experts-react-998a2ooth,
Stephen and Aarti Shankar “The Brexit White Pafffare a compromise approach for negotiations” 20¢8 available at the
Open Europe website, openeurope.org.uk
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back control of the UK’s laws, borders and moné&yhat is most interesting about this decision,
in the eyes of an American observer but also niloslylin the eyes of someone living in many if
not most Western democracies, is the excessivagabhveight given to a small majority of 51.9
to 48.1 percent in making a decision that is soaictfoill politically, economically, legally, and
socially. In political terms, such an observer wbnbte that the Brexit referendum, given that it
aims to change four decades of UK life along soyrtamensions should have required a
weighted majority. In addition to questions of carpon with the weighted majority typically
connected to constitutional changes in democrgitess with a written constitution (including
the US, and in any case worthy of deep examindtyolegal scholars), one cannot fail to notice
prima facie a major difference between the 1975thad®016 referendums. While one has to
acknowledge the smaller turnout rates of the for{@érmpercent vs. 72 percent), the percentage
of those who in 1975 voted to stay in the EU wag &@érsus 48.1 in 2016. Thus the earlier

result is certainly more convincing in terms of‘definitiveness” 28°

With regard to the UK-EU Economic Partnership, Wikeite Paper offers an interesting
proposal of a free trade agreement: the UK and&thevould “maintain a common rulebook for
goods including agri-foad Thus, as one analyst pointed out, “there wowdddxiprocal
recognition that goods produced in the territorpoé adhere to the standards of the other. As it
is unlikely that the EU would change its own rulessccommodate UK divergence from its
standards, the language of a ‘common rulebook’ afgp® be code for the UK adhering to EU
standards relevant to the movement of goods nowviratha future 28! Such adherence, as the
White Paper states, is clearly necessarytotéct the uniquely integrated supply chains and
‘just-in-time’ processethat have developed across the UK and the EUtbedast 40 years,
and the jobs and livelihoodependent on them.” In light of this and other aspef the White
Paper which are of a decidedly rule taking natane, can better understand the resignation from
the government of hard Brexiters Boris Johnson@awd Davis shortly before the official

issuance of the White Paper.

2800n the two referendums, see for instance Ben Cleani&he referendums of 1975 and 2016 illustrateciatinuity and
change in British Euroscepticism” July 31, 201 7itable at blogs.Ise.ac.uk.”

281 Gilmore, Andrew “The UK white paper on the futuetationship with the EU” available atww.iiea.com . In the White
Paper one also reads, with regard to the rulelibak,'the UK would make an upfront choice to comhbyittreaty to ongoing
harmonisation with the relevant EU rules, withtatise rules legislated for by Parliament or theotled legislatures
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Then, the Chequers White Paper reads: “participdiiothe UK in those Eldgencies
that provide authorisations for goods highly regulated sectors — namely the European
Chemicals Agency, the European Aviation Safety Ageand the European Medicines Agency
— accepting the rules of these agencies and catitrgpto their costs, under new arrangements
that recognise the UK will not be a Member Stagefjart of the “Government’s vision”. This
need to strike a balance among protection of basimgerests, workers’ incomes and jobs, and
the referendum results against a background ofingghuttling between rule making and rule
taking is observable in many places in the docuntdoiv to achieve it through the “new
arrangements” is where the road ahead would get difisult. This is very evident also with
the proposed “phased introduction of a rfeaeilitated Customs Arrangemethiat would
remove the need for customs checks and controlgelketthe UK and the EU as if they were a
combined customs territory, which would enablelitieto control its own tariffs for trade with
the rest of the world and ensure businesses paidght or no tariff, becoming operational in
stages as both sides complete the necessary piepar&?Here the challenge of removing
customs checks between Northern Ireland and Irékambst relevant. And this is a big
challenge indeed. Brexit can lead to very signiftadivergence of rules and/or supervisory
practices between Northern Ireland and Irelande mibre tariffs, regulations and taxes exist, the
more the free circulation and exchange of gootiimpered and with it the more incentives
materialize for cross-border smugglitf§ Moreover, the fact that “EU membership and 20 year
of peace have obviated the need for any physif@stiucture on the border” cannot be
ignored?®*But, because of its very nature, the EU requirasadhcountry leaving the single
market must have a hard border. And that is somegtihat the Prime Minister and the Northern
Irish Democratic Unionist Party, which supports henority government, cannot accept. And,
here again the time element comes powerfully tddhe because the White Paper offers a
“backstop” designed to avoid a hard border if th€axits the EU in March 2019 without a trade

282 Byt here, not surprisingly, there is “the very ses problem of how to determine where goods aterited’ with necessary
fiscal-contractual certainty, and without requirimgw and heavy bureaucratic burdens” as MichaelrEwnepointed out in
“Theresa May’s Brexit model: many questions, naestéwhy Leave?™” July 16, 2018 available at theRSEvebsite
www.ceps.eu

283 On these issues see Neumann, Peter R. and Rajen Bse Crime-Terror Nexus in the United Kingdonmddreland”,
which tellingly state: “Given that practically dbrder communities voted against Brexit, and thamyrhave retained their
sympathies for the Republican movement, cross-b@meggling will — if anything — become more acedyhe.” p. 17 available
on the crimeterrornexus website.

284 The quote is from Raines, Thomas “Why Theresa Mary'{Figure Out Brexit” July 13, 2018 availablevatw.fortune.com
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deal.?®> And, once again, the difficulty of the issue isnifiest. Specifically, referring to the
British plan to maintain the whole “UK temporarfbfter March 2019] inside the EU’s
regulatory area for goods”, Michael Barnier stateat “[w]e have doubts it can be done without
putting at risk the integrity of the customs unionr common commercial policy, regulatory

policy and fiscal revenue’®

In the Chequers White Paper one also reads that Wik be “new arrangements on
services and digitalproviding regulatory freedom where it matters nfosthe UK’s services-
based economy, and so ensuring the UK is bestgtaceapitalise on the industries of the future
in line with the modern Industrial Strategy, whiéeognising that the UK and the EU will not
have current levels of access to each other’s n&rkehis desired regulatory flexibility for the
UK is understandable on account of the fact thatices represent about 80 percent of the UK’s
GDP. However, at the same time, one could alsoeettgat in the White Paper the interests of
the services sectors are subordinate to the lessgtcally significant goods sectors, with the
former’s access to the EU market openly acknowlddgde reduced?®’ This is again very
complex. For instance, another analyst stateghieatpecial arrangement that is being proposed
in the White Paper “allowing British banks to ogeran EU markets... [is] based on a beefed-up
version of mechanisms which are already in plaed,vehich enable the EU to grant access to
the banks of non-member states (as the UK wilbltey Brexit) if their regulatory frameworks

are judged to be “equivalent® And here some conceptual points should be higtdih

In general terms, London financial firms, becausehe uncertainty associated to the
Brexit process, have been involved in extensiveingancy planning with regard to operations
and staff movemen®§? To understand this better, it is important to edeshow the UK'’s
negotiating position has moved “downward”. In giregle market, the City’s firms can operate

through a passporting system which gives them faat” access to other EU countries’

285 Khan, Mehreen and Alex Barker “Barnier questions BHéxit backstop positionFinancial TimesJuly 26, 2018

286 Inidem. Barnier's quote is found therein and was of the remarks Barnier offered at a pressarenice with Dominic
Raab, the UK’s new Brexit secretary, held in Brisssa July 26, 2018. The two transcripts can befuespectively, at the
European Commission and Gov.uk websites.

287 See Green, David Allen “One cheer for the Brexitte/ppaper’Financial TimesJuly 16, 2018 and Watts, Peter and Andrew
Eaton “A definitive UK vision for Brexit? July 12018, op.cit.

288 galter, John-Paul “Services” in Allen, Nicolasabt"Britain’s Brexit plan revealed: experts réacp.cit.

289 5ee “Mutual unrecognition: The City resigns itgelfimited access to the EThe Economisiuly 19, 2018 available at the
economist.com
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markets or, to put it differently, without distingigulatory or capital requiremertf8.As a
consequence of the Brexit vote, the UK governmigrtiesJanuary 2017 had to move

“downward” toward a negotiating position of “mutuaktognition”, whereby the UK and the EU
would have recognized each other’s regulatory regjmermitting easy access in both
directions?%! But such a proposal was not inserted in the Whdtger. Advisedly so, since it was
seen by the EU negotiators as too close to théesingrket regime and therefore not suitable to
be granted to a (soon-to-be) nonmenfi&with the EU certainly drawing a “red line” with
regard to mutual recognition, the UK decided topose in the White Paper an expanded version
of the “third country equivalence regimes which\pde limited access for some of its third
country partners to some areas of EU financialisesvmarkets [ because tlhese regimes are not
sufficient to deal with a third country whose fircgadl markets are as deeply interconnected with
the EU’s as those of the UK aré?® Therefore, the White Paper went on stating aseijs
objectives the keeping of “the economic benefitsroks-border provision of the most important
international financial services traded betweenudKkeand the EU — those that generate the
greatest economies of scale and scope — whilerpregeegulatory and supervisory

cooperation, and maintaining financial stabilityanket integrity and consumer protectigd®’

This sounds great but unfortunately this “reciptaecognition of equivalence” seems
very difficult to implement since, as the White Bapontinues, “future determination of
equivalence would be an autonomous matter for padly”, achievable through “extensive
supervisory cooperation and regulatory dialoguetitdialogue essentially requires joint
institutional arrangementag¢wones, an attentive reader would think) so asnmra others,
“maximise the chance of maintaining compatible subnd to minimise the risks of regulatory
arbitrage or threats to financial stability” anddi“a mediated solution where equivalence is
[not] threatened by a divergence of rules or supery practices.?% One should also note the

reference to the need to avoid “unnecessary fratatien of markets and increased costs to

290 see Morris, Chris “Brexit: What does the governmafhiite Paper reveal?” , op.cit. and “Mutual Unremitign”, The
Economisbp.cit. According to data from the UK’s Finarld@onduct Authority, approximately 5,500 UK finaalcfirms
currently have EU passporting rights, (Morris).

291 gee The Economist, “Mutual Unrecognition”, ibid.

292 jbidem

293 see White Paper, p.29

294 ibidem

295 \White Paper, ibidem.
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consumers and businesses”, implicitly stating thatCity of London as a financial center is best
positioned to achieve that. But, undeniably, foresal countries in the EU-27 the desire to
maintain access to London’s deep markets is vargrsiinate to that of pushing companies to
relocate on their respective national territoryr ifgtance, France has taken the stand that certain
categories of firms should have to establish adiram subsidiary within the EU, even in the

presence of an equivalence regitfe.

The word “new” across the document is also impdsgibmiss. Most relevantly, in
addition to the several times it was mentionedtext referred to above, one notes the “need
to strikenewdeals around the world, in particular breakiegvground for agreements in
services”which is mentioned by the Secretary ofeSRaab in the foreword to the White Paper.
He adds that the plan outlined in the White Papmrld/“maintain frictionless trade in goods
between the UK and the EU throughewfree trade area”. Moreover, Raab states that fd ha
border” between Northern Ireland and Ireland wdédavoided “without compromising the
EU’s autonomy or UK sovereignty” and “an unrivallgecurity partnership, and an unparalleled
partnership on cross-cutting issues such as dadss@ence and innovation” would be built
(new, again)And, reiterating a theme present across the emiticement aiming at reassuring
Brexiters, he points out that.to bolster this cooperation, we will needevmodel of working
together that allows the relationship to functiomsthly on a day-to-day basis, and respond and
adapt tonewthreats and global shifts while taking back cantfeour laws.” Unfortunately, the
concept of “new” in the relationship almost autoicelty makes readers think that more
complexity would be added to the EU institutionad @rocedural machinery, while also
suggesting to other member countries that ther& dmithe possibility to negotiate and
conclude “cherry picked” individualized deals witle EU to their advantage. Clearly, EU
negotiators cannot and will not look at such pregoshanges favorably.

Migration is also discussed in the Chequers WhatgeP. In it, one reads about the need
of “addressing specific concerns voiced in therexfdum by ending free movement and putting
in place a new immigration system”, linked alsafte vision of a security partnership with the

EU that moves cooperatively to deal with asylunuéssand to fight illegal immigration and its

298 The EconomistMutual recognition”, op.cit
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causes, as well as terrorist- connected challergether, while “[tlhe UK will continue to be an
open and tolerant nation, and will want to contitmattract the brightest and best, from the EU
and elsewhere”, it is stressed that “[a]ny futugbiiity arrangements will be consistent with the
ending of free movement, respecting the UK’s cdrdfats borders and the Government’s
objective to control and reduce net migration.” Mfiégard to business and trade, the White
Paper states that in light of “the depth of thattehship and close ties between the peoples of
the UK and the EU, the UK will make a sovereignichaon a defined number of areas to seek
reciprocal mobility arrangements with the EU, bunfglon current WTO GATS commitments”
and, at any rate “in line with arrangements thatW might want to offer to other close trading
partners in the future”. Once again some EU netgntraay think dismissively: “new” and
“cherry picking” and, most importantly, in any caskere the UK is seeking benefits close to
those of a full member of the EU, violating onelté non-negotiable four freedoms.
Furthermore, a major official UK analytical reporiticized the very limited proposals about
immigration contained in the White Paget According to the report, details are lacking on
family reunion, migration for work (including medhe, nursing, social care, agriculture) or
study, and self-employment. It reads: “Given tihat European Commission and the UK
Government have said they expect immigration aearents to be reciprocal, this means we
also have no idea what this will mean for Britisfizens wanting to work abroad?®®And here,

in addition to the evident uncertainty associatethe two parties’ behavior during the

negotiations, the time element comes to mind adamlittle of it to decide on too many things.

With regard to the UK’s future security rapportfwvihe EU, the White Paper states that
“the UK seeks an ambitious partnership coveringatteadth of security interests including
foreign policy, defence, development, law enforcet@ad criminal justice cooperation”. The
Paper acknowledges the connections existing antasgtdimensions and the need to have “a
single, coherent security partnership... to addrdesroots of terrorism and prevent attacks;
identification of terrorists and efforts to brirfgein to justice; instability in the neighbourhood
and work to prevent offering a haven for organieeghe; migration challenges affecting

Europe; the provision of development funding actbgssworld; and the use of data in a range of

297 House of Commons, Home Affairs CommitRelicy Options for future migration from the EurgpeEconomic Area:
Interim report published on July 31, 2018. Availablenatw.parliament.uk
298 |pidem, at p. 11
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contexts’ In reading these broad affirmations, one shouldorgfet some underlying factors.
First, the UK has been in this area, at least mescespects, a force promoting European
integration. For instance the Common Security aatefce Policy was “an Anglo-French
initiative.” 2°° Also to be noted is the overall importance ofth€ which while accounting for
15 percent of the EU’s GDP is responsible for 2%&@et of “all defence equipment procurement
spending.?%° More broadly, in any case, it is accurate toteay “much foreign and security
collaboration is intergovernmental, so is far lestedded in the EU legal framework than other
sectors”, with for instance a notable exceptiodata sharing—which is under EU law and
therefore ultimately the European Court of Justiéeln point of fact, the UK maintains that
information sharing “has to be underpinned by UKess to the Schengen Information System
and other relevant databases. However, Barnieafgaged that this is only possible for countries
that do not participate in Schengen if they ardinglto pay a fee to do sG° In a similar
Anglo-skeptic way, one observer has pointed ottitheesponse to the UK’s stating its
“readiness to contribute equipment to future EUrapens”, the EU-27 have “question[ed] the
legal basis of such contributioff$.This is in line with the view that the broader coatlof the
Brexit negotiations has greatly diminished thetthetween the two sides: with, among others,
the flexibility requested by the UK clashing agaitee rules-based approach favored by the
EU.304

Further, another major development shows the ahgdie created by Brexit in this area.
Operation Atalanta, the first EU naval mission thygars (launched in December 2008),
successfully reduced the attacks by pirates andersloff Somalia’s coast: they were 237 in
2011 and in 2017 the attacks were just if8éAnd yet, on July 30 2018 the EU Council made a
most telling official declaration. It “extended theandate of EU NAVFOR Somalia Operation
Atalantauntil 31 December 2020 And, most importantly for our discussion héefehe Council

also decided teelocate the European Union Naval Force (EU NAVF@RErational

299 Menon, Anand “The Brexit White Paper: what it madtiress — foreign and security policy”, July 1218 available at
ukandeu.ac.uk. Among others, the need to move tbgraater integration also through foreign and scpolicy was evident
both in the drafted Constitutional Treaty and tligbbn Treaty. See Ammendola, 2008a

300 Menon, ibidem

301 Menon, ibidem. To Brexiters, an unpleasant ackadgement of the role of the ECJ.

3092 Dennison, Susi “Chequers Mate”, August 29, 201ilable at ecfr.eu

303 Dennison, ibidem . Clearly one cannot avoid thigkinere about the UK's interest to protect its deéesector.

3041n this sense, Dennison, ibidem

305 Barber, Tony “Will Brexit erode the UK’s role inuEopean defence?”, August 1, 2018, available edrft.
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Headquarterdrom Northwood (UK) taRota (Spain)and toBrest (FranceYor the Maritime
Security Centre Horn of Africa (MSCHOA) as of 29 idla 2019. It appointedice Admiral
Antonio Martorell Lacavdrom the Spanish Navy a®w Operation Command&y take

command from Major General Charlie Stickland ondhme date. The relocation and change in
command are required due to the UK's decision todsaw from the EU.3% Furthermore, the
EU has communicated to UK military staff that tivejl not have their secondments renewed
after Brexit30’ Last but not least, one should not forget theaisith that the Trump
administration- since taking office in January 208ds leveled at the UK with regard to its not
investing enough on defend®As it is well known this is a criticism that haseneleveled at
many Nato allies, but in the case of the UK, gitlem “special relationship” between the two

countries, it is most significant in terms of prgstdamage.

In any case it has to be noted that Michael Barimenis authoritative public assessment
of the White Paper, declared himself “pleased withprogress in our talks on foreign policy
and external security” and emphasized the “shaneigrstanding on how to organise our future
close cooperation, including on sanctions, defeapabilities and crisis manageme#f’He
also acknowledged the importance of the UK’s mesttiprin the UN Security Council and
stressed that “this EU-UK cooperation in defencklva in addition to what we already do in

NATO, and to bilateral agreements between the UKaartain Member States*'?

However, in line with what we pointed out earliBgrnier stressed the greater difficulty
in finding common ground with regard to the futemnomic relationship between the EU27
and the UK. Essentially rejecting the customs psafpcontained in the Chequers White Paper,

306 «EU NAVFOR Somalia Operation Atalanta: Council prigs the Operation and decides on new headquartenseav
Operation Commander” available at the European €ibwebsite:https://www.consilium.europa.eu/en/press/press-
releases/2018/07/30/eunavfor-somalia-operatioraatiadcouncil-decides-on-new-headquarters-and-ned-bé& operation/
accessed on October 14 2018. The boldface tekeinriginal document is here in italics. The mawerf London of the
European Banking Authority (to Paris) and the EesopMedicines Agency (to Amsterdam), decided byEH&7ministers on
November 20, 2017 comes inevitably to mind. Segeshfftvww.consilium.europa.eu/en/policies/relocationdon-agencies-
brexit/

307 Bond, David and Alex Barker “UK military secondmeno EU to cease after Brexit” June 5, 2018 avhilabiyww.ft.com
308 Barber, Tony “Will Brexit...” ibidem.

309 Statement by Michel Barnier at the joint press eagrfice following his meeting with Dominic Raab, Skcretary of State
for Exiting the EU, Brussels July 26, 2018 avaiabthttp://europa.eu/rapid/press-release SPEECH-18-&f0itmand at
https://ec.europa.eu/avservices/video/player.cfiefasig=en&ref=1159374Not surprisingly, these and other positive rermark
diplomatically (pun intended) appear at the begigrof the speech. Mr. Barnier, then proceeds Wistattack on the White
Paper.

310 |pidem,
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he forcefully stated: “The EU cannot — and will rotlelegate the application of its customs
policy and rules, VAT and excise duty collectiorataon-member, who would not be subject to
the EU's governance structuré$’Such statement was also justified by his referéndee

EU’s own legal and governance constraints. Mosbirgmtly (and very pointedly), Barnier
added that just as the UK wants to gain back cbofri's money, law, and borders, the EU is
determined to maintain control of its own money End borders. Barnier also stressed that his
negotiating position has always been clear: “thei€tpen to a customs union...which would
help to reduce friction at the border3?Here the importance for the EU of the 1998 Good
Friday Agreement (GFA) clearly comes to mind, ghti of its beneficial direct impact on a EU-
27 country (Ireland) and with it the recognitiomttwhen it was concluded the GFA clearly
presupposed that both Ireland and the United Kingdould both be members of the European
Union — [with] no one even contemplat[ing] the idbat one of them might leave the E8}At
any rate, Barnier explained that “a customs uniomould come with our Common Commercial
Policy for goods.’®**And here the attentive listener/reader cannot tattge“rule making”
approach central to the EU-27 negotiating thrusictvobviously was and is strongly resisted by
the “no more rules taking” Brexiters. Further, Barrcontinued, “President Juncker's visit to
Washington yesterday shows the importance of ommr@on Commercial Policy. It shows that
we are stronger togetheé?® It is very easily arguable that the referenceligto the concept
that those who leave the EU are not wise becausiednyselves they have a weaker negotiating

stand.

Furthermore, Barnier added, “[a]ny customs arraregerwill also have to be workable
and must protect EU and national revenue, withoyioising additional costs on businesses and
customs authorities 21 And here | would argue that this point can be emted with the never
too much analyzed “new” dimension and the burdkasit imposes from a bureaucratic point of

view and economically.

311 Ibidem.

312 bidem

313 McCrudden, Christopher “The Good Friday AgreemBnéxit, and Rights” A Royal Irish Academy- Britigkcademy Brexit
Briefing, October 2017, available at thew.thebritishacademy.ac.wkebsite. Most interestingly, McCrudden’s remark
anticipates nearly verbatim what Barnier said ierfeh in the Q&A session at the press conferencarasexamining

314 Statement by Michel Barnier.

315ibidem
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Last, but also very importantly, one should notg,tin response to UK’s Brexit secretary
Dominic Raab that there was a need to link the Bixorce bill to the deal on future relations,
the EU’s chief negotiator adamantly counteredis‘iquite clear that what has been agreed in
December and agreed in March has been agreedddt’gtirectly referring to the deals May

signed with EU leaders months earli&r.

317 See Boffey, Daniel and Jennifer Rankin “Michel Barrkills off Theresa May's Brexit customs propssdlhe Guardian
July 26, 2018. This concept of issues “not beirgext of renegotiation” would appear again in npléicontexts in the
controversies associated to the November 2018 veithal bill. See infra.
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Brexit’'s economic impact

Another issue area profoundly affecting negotiagiaith the EU and within the UK itself is that
of Brexit's economic impact. Broadly speaking, ttebate sees Remainers as viewing it very
negatively, while Leavers accuse their opponenwipporting a “Project Fear”, and ignoring all
the positive economic aspects of BreXitLet us look at some interesting ideas put forth by
both sides.

One major study by the Centre for European Ref@BER) states that the UK economy
is 2.5 percent smaller than it would be if the Uddivoted to stay in the European Uniéhlt
also adds that, even if the UK has not (yet) left EU, calculations updated to the second
quarter of 2018 show that “the damage is growiftf&ccording to this study, the good
performance in the months following the June 2@férendum was attributable to consumers’
drawing down their savings. However, since the raigig of 2017, the CER study continues, the
UK’s rate of growth has been half that of otherathed economies. Furthermore, the damage
suffered by public finances is assessed at £2i@mitler annum — or £500 million a we&k
Another study clearly states that if the White Rgpeposals are adopted in full one should
expect a GDP loss of about 2.5 percent againstf&Bsexit” model forecast over the next
decade, without adding a loss of productivity whiciuld be “material®?2 Further, in this same
study it is stated that “any fiscal gains from wéo financial contribution to the EU will be more
than offset by a loss to GDP?2 Further still, in terms of the nation-based trautmlels

mentioned earlier, this latter study sees the Whdtper as in line with the EU-Switzerland

318 On the origins of the term “Project Fear”, whoselaation extends not just to economic but alspdiitical and social
dimensions, see Jack, lan “ ‘Project Fear’ stasted silly private joke during another referendbut,now it won't go away”
March 11, 2016 affhe Guardianwebsite. In the article one reads that Rob Shagbothe communications director of the Better
Together (No to Scottish independence) campaighear?2014 referendum mentioned the term “Project’Faahe Scottish Tory
conference in June 2013 to some journalists prékerg, who promptly reported it. That was “a jpkease” as he put it
afterwards, to characterize the Scottish indepeigtsh “constant dismissal of every legitimate maiaised by anyone and
everyone as scaremongering.” However, this turngdoobe “a godsend for the SNP [the top partyaiof of independence
from the UK], which could now rebrand every unidrabjection to independence as nothing more tharyswropaganda.” The
fact that the term was introduced in jest to defioe to handle the opponents’ campaign, on accolitg backfiring, shows
how tricky political marketing—and among others tise of humor in it—can be.

319 Springford, John “The cost of Brexit to June 20CER InsightSeptember 30 2018, availablenatw.cer.eu

320 |nidem. The methodology followed centered on carimggthe ‘real’ UK to a UK that did not vote to keathe EU. This latter,
“synthetic” or “doppelganger”, UK was created us@aja from other advanced economies.

321 |bidem

322 5ee Kara, Amit et al. “Prospects for the UK ecogoiMational Institute Economic Reviaw. 245 August 2018. In this latter
study, the “soft Brexit” model is characterizedthg UK maintaining a high level of market accessgimods and services to the
EU and not having its financial markets subjedigdocation.

323 Kara, ibidem
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arrangement. This points to the high likelihoodhe EU insisting in its negotiations on
“concessions on the movement of people, the roteeCourt of Justice of the European Union
and a budgetary contributior??* exactly the kind of demands Tory Brexiters consatgainst

the result of the referendum.

The Brexiters look at economic studies showing@daegative impact of Brexit on the
UK economy with profound skepticism. For instarmeg economist in this camp criticizes the
methodology followed by the CER study and its cositns deriving from the comparison
between the UK’s GDP growth and a group of cougstwbose growth pattern had been similar
to the UK up to the 2016 referendui?f Essentially, he argues that “it is ... wrong... to giyn
ascribe to Brexit [the observed] difference in giiowetween the UK and other major
economies®® In other words, “the majority of the 2.5% Brexit to GDP estimated by the

CER was in fact [just] a normal cyclical downtumthe UK economy3?7

In general, as it has been noted above with reigeitte Brexit campaign, most official
institutions have judged the exit of the UK frone tBU as negative from an economic point of
view, especially in the long run. Among those cizing the analytical approach pursued by
these against-Brexit studies and their resultsjiele that one study stands étitThe study by
Coutts et al. starts noting UK economic forecasfmyer record. It stresses the failure to predict
the 2008 crisis, the significant over-estimationtha speed of recovery, and the inability to learn
from its errors that the economics profession slibwenalyzing the economic impact of
Brexit. The authors deny the view widely held imdemic and media sources that the UK’s
economic performance improved after becoming a neerobthe EU (then EEC) in 1973.
Interestingly, in making their argument that thisrao such evidence, Coultts et al. state that “the
UK joined the EEC just as the [post-WW?2] EUG6 catghfwith the US] ended. The UK thus
joined on a false prospectus that accession wadel@rate growth.?2° At the same time, a very

interesting three-way comparison among the UK-EUidJ&fered: “In 1950 per capita GDP in

824Kara, p. F11.

325 Gudgin, Graham “Is Brexit damaging the UK Econorhigictober 2018, available at the Briefings for 8tavebsite.

326 Gudgin, op.cit.

327 Gudgin, ibidem. Gudgin adds that only a very sipattion of the GDP decrease can be attributedéxiB with “the boost
from a depreciation in sterling ...offset[ing] theldly negative confidence effects.”

328Ken Coutts, Graham Gudgin, and Jordan Buchanan “tHeveconomics profession got it wrong on Brexi¢h@r for
Business Research, University of Cambridge. WorkKager no. 493, January 2018. Henceforth Coutt.et.

329 bidem. Something that suggests to this readéithimwas a good factor in explaining the 197®rehdum results.
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the EU6 was only half that of the USA. By 1979 #@saclose to 90% of the US level. This meant
that catch-up with the technological frontier reganeted by the USA was largely complete by the
end of the 1970sAfter that, growth could not be faster than the U8#ess innovation, skills

and efficiency rose above US levels, which theyrdit Growth thus settled down at close to, or
a little below, the US rate... [and, to extend themparison, tlherés no sign that joining the EU
improved UK economic growth relative to the USAeTdnly small improvement came after
2000 and was due to a minor slow-down in US grow#iObviously, once again, it is difficult

to forget how the idea of the US as a technolodrcaitier adds and has always added to its
economic, social, and political attraction and médereality to imitate both in the UK and the
rest of the EU.

The Coultts study also highlights how the very niegaghort-term forecasts (among
others on GDP, unemployment, equity prices) madin&yJK Treasury were off the mark,
largely on the ground of wrong assumptiéfidnstead, the Coutts study states that the imdact o
the referendum on GDP, including the uncertaintg@msumption and company and household
investment (and factoring in the offsetting impafthe 10-15 percent sterling depreciation), was
small in 2017 and expected to be so also in 201& Coutts study continues by leveling
substantial criticism at the Bank of England’s rstterm forecast contained in its August 2016
Inflation Report, maintaining also that its netwarfkagents had not consulted effectively firms
across the country to understand the uncertaintysiUK and its economic impaéé? The
study also criticizes an OECD evaluation publisimedpril 2016. While more moderate than
those of the UK Treasury, the OECD predictions stdre negative for 2017 and 2018. Most
interestingly, and in line with some of the cri¢igis raised across the entire document, the
Coutts study emphasizes the fragility of the asgionp used in most against-Brexit research
which it calls “educated guesses about an econshtck that never occurred befofé¥Once

again, the total novelty of the Brexit referendumwd never be forgotten.

330 Coutts et al., op.cit., p.5. On some key viewsoonomic growth in general see Ammendola, Giuséppme Trends and
Perspectives on Globalization, Economic Growth,dity) and Developmentlanus.net, e-journal of International Relations
Fall 2011, available atww.observare.ual.pHenceforth Ammendola 2011.

331 See Coutts et al., p. 9 The sources of the offitiadies criticized can be found thereat.

332 Coutts et al., p. 11. On the issue of uncertasesy infra.

333 Coutts et al., ibidem.
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The rest of the Coutts paper deals with the lomgrieffects of Brexit, which most of the
official reports referred to therein regard as niwgaor very negative. The analytical approaches
employed include gravity models, computable gersgallibrium models, and macroeconomic
forecasting models. Coutts et al. conclude, inrrefg to most of the economic reports on Brexit
that they contain “flaws of analysis, and a treathwé evidence that leads to exaggerated costs
of Brexit.” 34 An examination of their arguments goes beyondtope of this paper. However,
it is clear that the economic models mentioned abowrder to be more reliable should be
better at incorporating as diverse factors asrtipact of trade on productivity, tariff and non-
tariff barriers, and the use of elasticities tareate the possible changes in trade volume. On the
other hand, and very reasonably, it has also twolbed that many economists against Brexit say
that in reality the very negative economic impait e truly measurable only after the UK has
exited the EU.

334 Coutts et al, p. 39
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Two major areas of economic uncertainty

One thing can be concluded from the reading of Saurtd the other studies mentioned: that
long-term forecasts about Brexit are most challeggind in this sense obviously only time can
tell. Let us look now at two broad and importasuis areas connected to the economic debate

between Leavers and Remainers: gravity and tresggtrations.

In commercial terms, gravity (a crucial assumptiomany of the models referred to
earlier) essentially means that a country trademith the countries that are close to it: the
closer the distance, the greater the trade flowsaamf American, the intensity of the trade
between the US and Canada immediately comes to. imnkis sense in the Brexit debate, an
anti-Brexiter could point out that “the UK has mdnan twice as much trade and investment
with the EU than it does with the US.., [and thhg UK has exported more to Ireland than
China in nine of the past ten years, despite Chinabnomy being nearly 40 times the size of
Ireland’s.’®3® Further, “[n]Jone of the other major emerging mésk8razil, India or Russia, are
in the top twenty markets for UK export&? This concept of proximity could be dismissed by
Brexiters by stating that “we are well placed tokenaistoric deals with the US, India, Indonesia
and a host of others - but only if we're outside¢hstoms union®” And here of course
rejecting rule taking and gaining back rule malkfagd trade negotiating power) come to mind
as concepts dear to Brexiters . Further, Brexitengld add that when the UK joined the EEC in
1973, the EEC-9 represented one third of global ®Difhow, the EU-27 (after the UK leaves)
would account for only 15 percent, in spite of thech larger number of member stat&sThis
implicitly speaks of the diminished importance afr&pe, about whose integration process there
were ambivalent attitudes in the UK from the begignAn anti-Brexiter would in turn counter
on this latter point that the UK had the great atlzge of being in the single market without the
constraints of Schengen and the single currenttynk that this position enjoyed thus far,
stemming from the “cherry picking” that took plagears before the referendum, would be

challenging to reinstate as a re-entering memb#reoEU (after having become a non-member).

335posen, Adam S. “Drawbridge Economics: The BrexilReCheck Is Coming” November 13, 2017. Availahtehe
Peterson Institute for International Economics \itebs

336 |pidem

337 Halligan, Liam “Staying in customs union is not@ption” The Sunday Telegragbctober 14, 2018

338 Halligan, op.cit.
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With regard to the diminished role of Europe iratile global GDP terms, an anti-Brexiter
would acknowledge that (and reasonably refer to&hisignificant growth as a crucial factor to
account for it). But he or she would also argué there is no guarantee whatsoever that the UK
would be in a position to negotiate better dealze $atters, once again. For instance, in
negotiating “solo” with the US it is difficult tanagine a situation, even with a President not
thinking too strongly in “America First” terms, wigethe UK would get any preferential
treatment. That is why in general non-Brexitersrdéige diminished negotiating power
stemming from going alone.

It is the renegotiation of treaties, as a mattefmof, that is the other major issue area that
we now briefly look at since it is a great sour€ecnomic (as well as political and social)
uncertainty. It does not take much to realize hdficdlt it is to incorporate in economic
analyses issues such as number of treaties, sapgas, specificity of content, and time needed
to complete. Most notably, a major study conduttgthe Financial Times states that after the
UK leaves the EU in March 2019, 759 internationahties with 168 countries will have to be
renegotiated®*® More specifically, as the Financial Times estireate the area of “Trade”, that
is “bilateral deals and the countries whose appnevaeeded to recreate multilateral
arrangements”, the number of international arrareggato be renegotiated is 295; with regard
to “Regulatory co-operation”, basically “everythifrgm antitrust to data sharing”, the number is
202 ; as to “Fisheries (access waters or sustarsibtks)”, where “Britain’s exit means [its loss
of] fishing access rights but ... [its gaining thedddom to renegotiate its own... [and the
opening of] opportunities with Norway”, we are tialyg of 69 arrangements; with regard to
“Transport (mainly airline services)” the numberti&aties to renegotiate is 65; as to “Customs
(controls on goods transport)”, the number is 4@ amtably, the agreements in this area that the
EU has with Switzerland and Turkey will be diffictllor Britain to replicate”; as far as “Nuclear
(fuel, parts and know-how)” is concerned, “ a US-bikclear deal is essential for the flow of
fuel and spare parts for reactors...[and, of coutsebuld need Congressional approval”; last,
in “Agriculture”, clearly very often a political mefield, 34 agreements would have to be

renegotiated®*° In other words, contrary to the widely held petaapbefore the referendum

339 See McClean, Paul “After Brexit: the UK will netmirenegotiate at least 759 treatigghancial TimesMay 30, 2017;
McClean, Paul et.al “The Brexit treaty renegotiatalecklist’Financial TimesAugust 20, 2017; House of Commons
International Trade CommitteeContinuing application of EU trade agreements atexit”, published on March 7, 2018.
340 McClean “After Brexit”, op.cit.
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that Brexit was something between Brussels and &wontin practice Britain’s exit will open

more than 750 separate time-pressured mini-negwotstvorldwide.®4!

Let us note just a few of the uncertain elemerfecéihg any analysis on the 759
agreements, which became more widely discussedthéerticle 50 notification to the EU.
First, the very number (759) is an estim#fe Second, the agreements in question were reached
using a large number of experts from the EU coastrincluding the UK. With the June 2016
referendum decision, the UK must muster its own &rumnesources to review each agreement,
approach each individual non-EU country and speo#fievant decision makers, plan and make
trips, and carry out a negotiating process affebiethe legal and practical limitations imposed
by Brexit, including of course time-related on&$Most relevantly, the negotiating manpower
was and is not easy to find and/or develop, esfpeeiithin the time constraints imposed by the
Brexit process. Furthermore, in spite of foreigarstary (former, after June 2018) Boris
Johnson’s claims that “nations were ‘already quguip’ to do deals”, in practice many
countries were prone to adopt a wait and see appraaother words, before making

commitments, they wanted to know the results ofgbeUK talks344

341 lbidem

342 See House of Commons “Continuing applicationstivp

343 McClean, “After Brexit”, op.cit

344 Ibidem. An article written months after the puhbtion of the Chequers White Paper offers apparendifferent estimate of
the number of international agreements that thén&&Jsigned around the world, but confirms implicitie challenges that we
just mentioned. See Blitz, James and George Pddkéhas ‘rolled over’ only 14 of 236 EU internatiahtreaties"Financial
TimesOctober 29, 2018 available at ft.com. In any casenderstand the difficulty of just determinitngthumber of treaties to
be renegotiated by the EU, see “EU trade-relateeesgents” available at
https://publications.parliament.uk/pa/cm201719/dewémintrade/520/52005.htm, accessed on Novet®e2018. Thereat,
one reads, among others: “Professor Dir told usdkarall the number looks plausible’, althoughvaas unable to ‘exactly
replicate the number of 759’ using the DESTA Dasab@ccording to a rough calculation made for u®hyfessor Diir, 759
agreements would amount to somewhere in the ofd28,400 pages of text (including annexes and agipes).”
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Salzburg and the Labor and Tory Party Conferences

The reactions following the Chequers White Papsssance in July 2018 that we mentioned
earlier should have been a sufficient indicatiothef troubles that the UK would have to face in
the weeks after Westminster's summer recess, atheuen some clever observers did not see
them34°A most sobering moment came at the Salzburg, Aystieeting of the EU leaders--
which took place on September 19-20. Optimistsharésa May’s camp were hoping to use
positive words coming from the EU leaders with relga the White Paper against the
Eurosceptics in their own party and arguably, dlsthe Labor Party?*8 Instead, in response to

the UK Prime Minister’s insistence that the Chegug&rexit proposal was the only way

forward2*’ Donald Tusk, the European Council President, tirettacked the document. He
stated that “the suggested framework for economaperation will not work, not least because
it risks undermining the single market?® In addition to this major negative statement, Tusk
also stressed that “there would not be any withdtagreement without a solid operational and
legally binding Irish backstop*® and confirmed the EU member states’ joint supfmrthe EU
Commission’s negotiating work. Arguably, this sel#o the message that the EU as a whole
would look very unfavorably at any attempt madeh®/UK to “divide and conquer” the EU-27
on any issue under examinatiét. French President Emmanuel Macron’s criticism eAzen
more direct: “Brexit shows us one thing: it's nioat easy to exit the European Union. It's not
without cost. It's not without consequencé3’And he added that the Leavers during the

referendum campaign in 2016 “who predicted easytsuis... are liars. They left the next day

345This is once again a testament to the great unpedddiity that has characterized the whole Brexkitgess. See for instance
Bagehot “Back from the brink: At last, things mag/torning in the prime minister’s favoufhe EconomistSeptember 22,
2018, printed edition.

346 On the Salzburg meeting see for instance Parlesrd® et al. “EU ambushes May over Brexit pl&itancial Times
September 20 2018; “Theresa May faces the natien faér Salzburg humiliation” September 21, 2018ilable at
www.economist.com “Donald Tusk: Theresa May's Brexit trade plamitavork” BBC, September 20, 2018, available on the
BBC website; Adler, Katya” What just happened ifzBarg? The EU viewBBC September 20, 2018, available on the BBC
website.

347 Adler, op.cit

3484EU: UK post-Brexit economic plan will not work, wiolundercut single market” September 20, 2018, oviaeailable on the
www.efe.com website.

349ibidem

350The EU cohesiveness was always implicitly and eithfidoubted by Brexiters. By and large they wereven wrong with
regard to the negotiating process, which was cheriaed throughout by strong closeness among th@ EU

351 See Parker, George et al. “EU ambushes...” op.cit.
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so they didn’t have to manage [the proce®¥$]Needless to say such statements were strongly
resented in the UK by the Brexite?&?

At any rate, Theresa May'’s response at the cnitids her plans for Brexit was also
seen by many as inadequate. One interesting, dimdtely very critical, observation by a non-
Brexiter in examining her response at Salzburggeatfm negotiating hard to give the British
people what they voted for,” she said mindlessigyipg for time. Except she wasn’t. AImost no
one had voted for the level of helplessness thatallashe apparently had to offer. If the EU did
have concerns, she continued, reluctantly admittiag— just possibly — there were objections to
her Chequers plan, then she wanted to sit dowrnaadthem. The last 24 hours were now a
total blank. She had completely forgotten she lpeshisthem sitting down listening to the EU’s
concerns.’®4 Another view, unlike the previous pro-Remain cstegws a mix of criticism and
support for Theresa May: “...her European countespané still treating her like a punching bag.
If Mrs May decides in response to undergo a Danmescenversion into a no deal Brexit-
backing PM, she won't just get Brexiteer appla&e may well find former Remainers

....joining in."3%5

At the Conservative Party conference that was tveddweeks later in Birmingham the
complexity and divisiveness of Brexit were againfamed. In her October 3, 2018 keynote
speech Theresa May strongly defended her {3fadost interestingly, although not explained
explicitly in these terms by most commentators,defense moved to counter the positions held
by three broad groups of her domestic oppon®nhfairst, she stated “... if we all go off in
different directions in pursuit of our own visiookthe perfect Brexit - we risk ending up with no

Brexit at all.” Unequivocally, this was directed imig at the Brexiters in her party. Second, she

352 The quote is from, Booth, William, “Britain's Masies to sell Brexit plan as European leadersitatiworkableThe
Washington PosSeptember 21, 2018.

353 And it is not difficult to imagine how pleased mainythe UK were with the French protests by “lasrjes gilets” against
Macron’s government, which started less than twatimlater in mid-November in the streets of Paris.

354 Crace, JohtiTheresa May in denial after her Salzburg ord@i& GuardianSeptember 20 2018.

355Bennett, Asa “The EU’ s brutality to Theresa Mayuising Remainers into the hardest of Brexitedits2 Telegraph
September 21, 2018.

356|nterestingly, she did not refer to it by name, tid®ly recognizing the negative connotations tine term “Chequers/White
Paper” had acquired by then. Unless otherwise ated; the following quotes are from her speechijae online, for instance
on The Telegraphvebsite. On the speech, see for instance SabbBaghet al. “The five key themes of Theresa Mayts§e®nce
speech'The GuardiarOctober 3, 2018; “Parker, George et al. “Theidas links her Brexit plan to end of austerity in UK
Financial TimesOctober 3,2018; “Theresa May papers over Toryyfsgrowing cracks” The Editorial Boaf€inancial Times
October 3,2018; Stewart, Heather “Theresa May m@sand to austerity conference speéidig GuardianOctober 3,2018.

357 On these three broad groups, see infra.
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stated her opposition to those (in the ConservatieLabor Party) as well as in the rest of
Westminster (like the Greens, who are also worbig8rexit's possibly very negative impact on
environmental regulations) who want a second raflm. Theresa May rejected the notion that
it would be a “People’s vote”, since the people fatkd to leave already and politicians should
not try to overturn their decision. It was essdiytiandemocratic, she said, for politicians to tell

“people that they got it wrong the first time arbsld try again.®8

Last, and much more extensively, she attackedidvesvheld by the Labor Party’s leader Jeremy
Corbyn and his supporters. In the first place, ghessed that while “Conservatives will always
stand up for a politics that unites us rather tiades us,” Labor’s leadership no longer
subscribes to this view. “The Jeremy Corbyn panty'longer is “... proud of our institutions...
our armed forces... of Britain.” Of course, she sfesj there are Labor MPs who still have this
healthy pride but they are “star[ing] blankly frahe rows behind.” Here the message is clear:
the Labor Party is very divided and we Tories ae-or at least she is exhorting her fellow

party members to support her so as to promote swadw.

The other broad attack Theresa May mounted aghateir had to do with the economy
and was designed also as a rebuttal to the ratfeaeous speech given by Jeremy Corbyn a
week before at the Labor Conference in Liverp&SICorbyn in his speech made big promises
about what his party would do once it gained tlagonity in Westminster after new elections,
including: nationalization of utilities (a conceptat he made legitimate again after years of
broad political rejection); much greater workexserat the top of companies; more extensive
child-care subsidies; more police officers on ttieets (an interesting way to get new votes);
and strong renewable energy plans--with large ineatf related jobs ( a clear bow to the
Greens). If one adds Corbyn’s opposition to theégris-good deregulated financial capitalism,
lauded for a generation as the only way to run denoeconomy, ...[and which] crash[ed] to

earth with devastating consequences” and his ploatt‘Labor speaks for the new majority” and

358 One should notice that the proponents of a seogfiedendum love to point out that prominent TorgBters and
Euroskeptics ( among them Jacob Rees-Mogg) befierdune 2016 referendum proposed two separategxeeptes on the UK
leaving the EU. And, most importantly, they suppdrholding a second referendum after the negatistiagth the EU had been
completed. Hence, pro-EU MPs and experts accuse Beexiters of “backtracking” from a previous fgosi See on this
Kentish, Benjamin “Final Say: Leading ConservaBrexiteers told to explain speeches showing thepstted second
referendum on final deallhe IndependerAugust 4, 2018. It has also to be noted that stceferendums, as we have seen
above, have been part of the EU integration process

359 The text of the September 26, 2018 Jeremy Corlyim&rpool speech is available for instanceTdre Spectatowebsite.
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aims at “a fairer society,” true to its nature efrig a party “ for the many not the few® the

successor of Cameron had her work cut out for her.

Theresa May started her attack to Labor on thea@ugnndirectly by stating that the
Conservative Party would soon put an end to itafiausterity policies (which had been a major
object of criticism by Labor): after ten years froine financial crash, “people need to know that
their hard work has paid off?! She then went on promising better cancer carerané
affordable housing. After that, she reminded tegehers of the responsibility that Labor leaders
had with regard to the financial crisis, which sdrin 2008 when they were in power. Most
tellingly she said: “Thanks to Labour, the countrgs not prepared. The government ended up
borrowing £1 for every £4 it spent... [and ]t fadl bur party to clear up the mess.” She added:
“Eight years on, how have we done? Our economyawigg. The deficit down by four-fifths.
Unemployment at its lowest since the 1970s. Youdnoployment at a record low. Households
where nobody works down by almost a million.” Theery pointedly, May added: “In
Liverpool last week, all Labour offered were bogotutions that would make things worse....
when you nationalise something, people pay favite - once when they use the service, and
again every month through their taxes.... Even santka Labour Party admit their programme
of nationalisation, and their endless expensivenges, would cost £1 trillion.” And, she
continued: “Labour would have to pay for it by ragstaxes higher and higher. Of course,
everyone should pay their fair share.” A clear asldedgement, albeit a vague one, of the need
to respect some principle of progressiveness iatiax. However, “when you raise taxes too
high, businesses cannot afford to invest [and] takeew employees.” Then, they have no
choice but to “move abroad, create jobs in othentes, pay taxes somewhere else, and leave
us poorer.” And, in an implicit reference to thedncial crisis, “they also have to increase
borrowing again.” Thus, across her speech shesssdlhe importance of opportunities given to
all individuals to benefit from the economic chamgach is coming through the hard work of a

party “fixing markets and not destroying thefi?*A party”, using language directed against

360jbidem.

361 This and following quotes are all from Theresa Ma3ctober 3, 2018 Birmingham speech. See supra.

362 |bidem. It has to be noted that most economic esg, while finding James Corbyn’s proposals \eostly to the economy,
also think that Theresa May’s way of abandoningdexitg without increasing taxes or resorting to iiddal borrowing would be
extremely hard to put into effect. See for instaReeker, George et al. “Theresa May links her Brgban to end of austerity in
UK”, op.cit.
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Corbyn’s idea of inclusiveness, that is “not foe fiew, not even for the many, but for everyone
who is willing to work hard and do their best.”

It can be seen from the elements highlighted Heakthe Corbyn and May speeches to
their respective party audiences reflect broad #sefound, with variations, in the political
debates in most countries of the Western worldoAlss not surprising that all the references to
Brexit found in both speeches tend to show how tiesipective positions (her deal vs. his
renegotiation of it if winning new elections) aimlte consistent with their respective broad
party narratives and strategies.
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The Draft Withdrawal Agreement

Brexit negotiations continued intensely. By thediof the European Council meeting on
October 17, 2018, however, it had become clear‘titatenough progress had been
achieved.? Two issues stood out. One, the Irish border gqoestin account of its challenging
sovereignty aspects. The second one, the tramgigdod, because of its impact on multiple
areas and also its close connection to the fissieisSuch unresolved issues did not prevent
Theresa May from telling the Commons a few dayerItitat in light of the progress made on
issues such as the future status of Gibraltar (@vhblerarly Spain’s position had to be factored in)
and a protocol on UK military bases in Cyprus (AeotEU-27 member), 95% of the Brexit
withdrawal agreement and its protocols had beeeeagupon?®* The Autumn Budget delivered
on October 29 helped her somewhat. In his presentahe Chancellor of the Exchequer, Philip
Hammond, explained that public borrowing had besvel than expected and the fiscal benefits
deriving from this would permit more spending on 8lBind social services. He also stated that
“austerity is coming to an end, but discipline wémain,” picking up from Theresa May’s
remarks at the Tory annual conference mentiondike#fThese statements were also meant as
a response showing government control to the esrig00,000 protesters marching in London

on October 20 to demand a new referendum.

A major development took place on November 14, 20h&resa May’s government
cabinet approved the draft text of the Withdrawgr@ement (WA) negotiated between the EU
and the UK3%® The withdrawal agreement covers citizens’ righid Citizens in the UK and UK
nationals in the EU); the transition period (aikaplementation period); the financial settlement
(“a fair settlement of the UK’s rights and obligats as a departing Member State”); and

protocols on Northern Ireland (including the baoksagreement), Cyprus (“protecting the

363 See “European Council, 18/10/2018” available atfllewww.consiliun.europa.eu website

364 See for instance “Theresa May says 95% of Bukedl is doneBBC 22 October 2018, available at www.bbc.com.
Incidentally, the use of percentages by both nagiog sides in defining progress was rather fretjaeross the whole process.
365 See for instance Sabbagh, Dan “Hammond says emdistérity is in sight as he boosts spendifigg GuardianOctober 29
2018, where one also reads that Jeremy Corbyn Iguicked that in reality the improvements in thelbet that Hammond was
mentioning were “half measures and quick fixes w/hilisterity grinds on.” Still, adding again to teenplexity of the picture,
one has to note that “an unexpected rise in thedxkourden — now on course to hit its highest lswete 1986-87 — will fund
chancellor Philip Hammond’s pledge to bring ausgen “an end” in the years ahead, according teiaff forecasts.” Giles,
Christ “Hammond to miss target of balancing bodkistancial TimesOctober 30, 2018.

366 The full text of the WA, published on November 118, TF50(2018)55, is available at the Europeami@ission website,
https://ec.europa.eu/commission/sites/beta-pdlifiess/draft_withdrawal agreement 0.pdf
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interests of Cypriots living and working in the 8osign Base Areas in Cyprus” while
“maintaining the UK’s international commitmentsraspect to” its SBAs), and Gibralt®. This
last one “will form part of a wider package of agmeents that address issues of importance to
citizens and businesses in Spain and Gibraltareffett the parties’ desire to work together in
support of the shared prosperity and security efatea.’®%8 Together with this draft withdrawal
agreement, a document 585 pages long, the UK gosarincabinet approved also a political
declaration on the future of the UK-EU relationshipis latter is a much shorter document,
which was enlarged from 7 to 26 pages within a w&krhis second document deals with the
post-Brexit relationship between the UK and the Bulike the WA, the political declaration is
not legally binding.

The two documents have been strongly criticizegndvom inside Theresa May's team.
As a matter of fact, on November 15, the Prime Meni suffered a significant political setback
when her Brexit secretary Dominic Raab quit tharath?’? He cited in his letter of resignation
two main reason%’! First, he said that in his opinion the regulat@gime proposed for
Northern Ireland to avoid a border “presents a veay} threat to the integrity of the United
Kingdom.” Here the national interest theme is entdéSecond,” he added, he could not
“support the indefinite backstop arrangement, whieeeEU holds a veto over our ability to
exit.” A clear reference to the time dimension.Tihenexplained that “[t]he terms of the
backstop amount to a hybrid of the EU Customs Uaiwh Single Market obligations. No
democratic nation ever signed up to be bound bly ancextensive regime, imposed externally

without any democratic control over the laws taapelied, nor the ability to decide to exit the

367 “Explainer for the agreement on the withdrawathef United Kingdom of Great Britain and Northereland from the
European Union.14 November 2018M GovernmentNovember 14, 2018, available at ww.gov.uk/gowegnt/publications.
368 |bidem. The issue of co-sovereignty could figareminently in the discussions in the transitiomgdand be potentially a
significant source of friction in a post-Brexit igabetween an EU-27 country and the UK. Most val&ly, it has to be noted
that the threat of a Spanish rejection of the WeAttean agreement with the EU and the UK on theoé¥lee November 25 EU
leaders’ meeting (see infra): a statement was addijmaking clear that Spain will have a veto owey tuture EU-UK
agreement concerning Gibraltar.” Brunsden, Jim.éSpain seals deal with EU and UK on Gibraltdfinancial Times
November 24, 2018.

369 Barigazzi, Jacopo et al., “UK, EU agree draft fianpost-Brexit ties” November 22, 2018, avaitaht
https://www.politico.eu/article/draft-text-aims-fambitious-wide-ranging-post-brexit-partnership/

Hencerforth we shall refer to the 26 pages-longiver, “November 22 Draft Political Declarationtsgg out the framework for
the future relationship between the European Uaimhthe United Kingdom, agreed at negotiators’llamel agreed in principle
at political level, subject to endorsement by Lesatavailable at théttps://www.gov.ukwebsite. The version on the European
Council websitehttps://www.consilium.europa.eis 36 pages long, but the text is identical.

370 Other cabinet members’ resignation followed. Qeérfstance Crerar, Pippa and Matthew Weaver “Mciiey Raab quit as
May addresses MPs over Brexit de@life GuardianNovember 15, 2018.

371 The November 15, 2018 letter can be found forimst on The Irish Times websitevw.irishtimes.comThe following
guotes in the text are clearly from this letter.
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arrangement.” Clearly, a strong statement agaestule taking dimension of the agreement.
Moreover, the difficulties of interpreting wordsame single way across this whole process are
also captured in the letter when Raab adds thatdmnot reconcile the terms of the proposed
deal with the promises we made to the country mneanifesto at the last election.” No reader
would not see here also the connection with paxgidns. Raab then immediately continued:
“This is, at its heart, a matter of public trudt.fs hard not to note how many UK politicians in
talking about their position on Brexit have used éxpression “public trust” and the need to
maintain it.

On the EU side things moved along more smoothly andNovember 25, EU leaders
approved in Brussels the exit treaty. The paclkeageed upon consisted of the withdrawal
agreement and the political declaration on theréutf the relationship between the EU and the
UK. Unilateral statements by leaders of the EWz@uUntries confirmed that the bloc would not
be tame in its future negotiations “on everythiranf fishing rights to Gibraltar®”2 National
interests of individual EU-27 countries could netdasily cast aside, especially in negotiating
with a (future) non-member. In line with the comgteg of the issues and even the emotions
involved, European Commission President Jean-Claudker stated: “Those who think that by
rejecting the deal will have a better deal willdigappointed in the first seconds after the
rejection.”3”3 Here one could argue that this was said to hegydda May, in the full awareness
that the deal would be disliked in the UK by botir@skeptics and Euro supporters and could be
difficult to approve in a very divided Westminstbr.other words, Junker was sending the
message that new elections in the UK and/or a rex@rgment (including a Labour one) would

not change anything.

Another element that emerged from reading the rstaté¢s to the press given by
prominent EU-27 leaders is sadness. Notably, Ge@mamcellor Angela Merkel saidtt*s
tragic that the UK leaves the European UnidfitWhile Junker stated that the summit “is neither

a time of jubilation nor of celebration. It's a sadment, and it's a tragedy® and Dutch Prime

372Barker, Alex and Mehreen Khan “Sombre EU leadatddrewell and sign off historic exit treatfinancial Times
November 26, 2018.

373 Brzozowski, Alexandra et al., “Sadness the flawafuthe day as EU27 approve Brexit deliractiv,November 25, 2018
374 |bidem

375“European Union approves Brexit deal with Uniteiddddom” Associated Press, November 25, 2018, avlailan the USA
Today website.
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Minister Mark Rutte noted "I believe that nobodwigning. We are all losing because of the

U.K. leaving."®"®

At this point in time, in fact, the EU losses asoasequence of Brexit had become
clearer. Brexit-related dislocations such as hidfaeriers to trade, capital flows, and labor
mobility will have a negative long-term effect fjost in the UK, but also in the EU-2¥7
Notably, the links between the euro area and thieediKingdom are very significant. As a
major IMF report stated: “First, the United Kingdaanks among the euro area’s three largest
trading partners, accounting for 13 percent of euwea trade in goods and nonfactor services.
Second, supply-chain linkages imply substantiaired trade links through third countries.
Third, financial linkages are tight, with bilatekapital flows, spanning FDI, portfolio
investments, and bank claims, amounting to somgeb&ent of euro area GDP in 201&2
Empirical analysis by IMF staff put the long-rurak&DP fall at 0.8 percent in the case of a
standard free trade agreement and at 1.5 perceasaof a default to WTO rulé¥.Further,
“under a relatively benign “Norway” scenario whawxess to the single market is preserved
while membership in the customs union is lost,ebiémated loss of output is negligibB*Not
all EU-27 countries are impacted the same wayamieelwould suffer the most. In the case of a
“hard Brexit” scenario, its loss would be closeltpercent and only slightly inferior to that of
the UK. The Netherlands, Denmark, and Belgium wdalldw with a loss of around 1
percent®! In general, the more any country trades with tKe tde larger the Brexit-related
damage to its GDP will bé®?

On the minds of the EU leaders of course there aks@national budgetary

considerations, with outturns for 2018 falling ghafr Stability and Growth Pact requiremefits

376 |bidem

377“Euro Area Policies” IMF Country Report No.18/228ly 2018, available on the IMF website.

378 |bidem p. 7

37%ibidem

380jpidem. This, as we have seen, is a scenario coeméo significant “rules taking” and most dislikiey Brexiters.

38libidem

382 Chen, Jiagian et al. “The Long Term Impact of Brer the European UnioiMFBlog August 10, 2018 available at the IMF
website, where one reads: “Our study does not &ake effect of uncertainty about the future fetaghip between the EU-27
and the UK, or the transition to the new relatiopsh focuses entirely on the long-teimpact, when all parties have fully
adjusted to the new relationship. The ultimate eqasnces will take years to materialize and witletel on the eventual deal
between the EU 27 and the UK.” Once again, themtaicéies connected to time and complexity loomyvarge.

383 IMF“Euro Area Policies” op., cit, p.15. The coumesiat risk of falling short of SGP requirements titered thereat are:
Belgium, France, Latvia, Italy, Portugal, Slovalkiad Slovenia.
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and the challenges to integration that they compdoteover, as the IMF report pointed out
“[p]ublic debt ratios are projected to remain ab&@epercent of GDP in more than one-third of

euro area countries at end-2088*”

With regard to the EU budget itself, the IMF repsteted that Brexit “is prompting an
overhaul” of it that “should be used as an oppadtyuio seek efficiency gains’®® This is a
positive way of putting it but there is clearlylaote... left by the likely loss of the U.K. net
contribution (after the transition period)” thateas to be closed and which will undoubtedly be
“part of wider discussions around the next multizairfinancial framework?8® Most relevantly,
the IMF report noted that “ [tlhe EU budget proddsa2021-27 envisages a streamlining of
existing policies to fund new priority areas, irdilug border control, defense, research and
innovation, and the digital economy, and—approphat-a paring back of outlays on the
common agricultural and cohesion policié¥’'t is difficult to think that the cutting of funds
two areas (CAP and Regional and Cohesion Poliowleply embedded in the European
integration process since the 1960s will not bg wliallenging politically and socially. Also
worthy of note is the discussion in the IMF repafrthe challenges connected to avoiding
financial disruptions deriving from Brexit. Amonlgdse discussed, one should note the need to
enhance oversight arrangements in the areas oilaiteral netting and collateral pooling across
currencies and instruments carried out by centealrimg counterparties (CCPs) based in London
which “provide material savings, supporting mafiatidity and price discovery3®8 This is an
area where systemic risk concerns are very preSensurprisingly, the IMF document pointed
out how the EU needs to improve oversight capacére corrective tools with regard to foreign
bank branches and investment firms. The reportibigt the late 2017 Commission proposals
“to strengthen the coordination of the EuropeaneBuipory Authorities (the European Banking
Authority, ESMA, and the European Insurance andupational Pensions Authority)” aim to

“limit systemic risks.”8°A pro-Remain observer would point out here thatrédecation of the

384 |bidem.

385 |MF “Euro Area Policies, op.cit., p.14

386 |hidem.

387 |bidem

388 |MF “Euro Area Policies, op.cit., p.29. The docurheovers multiple financial issues, which like seave mention here often
present crucial euroclearing and/or too big todhallenges.

3891hidem. ESMA is the European Securities and MarReitthority and is based in Paris, while the Europisurance and
Occupational Pensions Authority (EIOPA) is baseBrankfurt.
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European Banking Authority from London to Parieathe UK’s withdrawal for the EU reduces
the power of the City and certainly does not hellih the management of systemic risks in a

globally integrated financial world.
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The Withdrawal Agreement: selling the deal in the UK

On November 26, 2018 Theresa May addressed theeHifudommons. Some of her statements
are quite interesting. She started by saying: ‘@dtgrday’s Special European Council in
Brussels, | reached a deal with the leaders obther 27 EU Member States on a Withdrawal
Agreement that will ensure our smooth and ordeelyaditure on 29th March next year; and, tied
to this Agreement, a Political Declaration on arbdious future partnership that is in our
national interest2®®° Anyone can note her efforts from the beginningemssure and appear in
control, even though the typical criticism agaimst plan (and throughout her negotiations) has
been that the UK will have less control once ivlessathe EU. She went on: “this is the right deal
for Britain because it delivers on the democraécision of the British people.” Once again, |
would argue that to an American and most Europeaatecision of such a huge magnitude in its
future impact should have been taken with the paopamnd elected officials’ majorities typical of
countries with written constitutions. Also veryportantly, a major criticism by Remainers is
that voters in the referendum were not given adieguéormation about the number and size of
the problems connected with leaving the EU. Thentinuing, she said that the deal “takes back
control of our borders...our laws... and our money.téighe tries to stress, using a sentence
repeated by her and all Brexiters countless titieg,the three key objectives of the referendum
campaign have been achieved. Here the hope isras@petita iuvant trying thus to take
advantage of one of the oldest principles of mamgetincluding for sure political marketing).
Unfortunately for Theresa May, the expression shrinued to use has been attacked in various
ways as overly optimistic or inaccurate, or dowhtigiendacious. And the very speech itself

was followed by a plurality of MPs of “every shaafeopinion” rising up and criticizing 2!

Theresa May'’s speech marked the beginning of anegk campaign to sell at home the
Brexit deal signed the day befci®.There was a date approaching, December 11, wieedKh
parliament would have to vote on the deal and teaf rejection was acknowledged to be very
high. The three main issues covered in the withihgldgreement were the object of significant

criticism by her opponents. First, the safeguarthefrights of more than 3 million EU citizens

390 A transcript of the speech is available atwhvew.gov.ukwebsite.

391 Bagehot “Don’t write off the prime minister's dgabkt yet” The EconomistNovember 29, 2018

392The campaign involved also traveling across thi&eenountry trying to reach the public and bussess so as to
put pressure on MPs (not with great success).
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in the UK and over 1 million UK nationals in the EAJ countries went beyond her preferred
time limit, which was March 29, 2019. Instead, ‘thibse arriving to live in the UK at any point
up until the end of the transition period, whicluleblast until the end of 2022 should it be
extended, will enjoy the rights that EU nationadsé today to make Britain their home, to live,
work and study 3 Second, the divorce bill was set at £39bn, “to cdtgecontribution to the
EU budget until 2020"... as well as “accumulated othastanding commitments such as
pensions for EU officials®®*Clearly, in both cases, Theresa May was accusedwirfig in,with
her critics questioning her ideas of “control” dneld lines”. The third and most controversial
issue, the Irish “backstop [,] means” that “the Vehof the UK will remain in the EU customs
union, while Northern Ireland will have to follovingle market rules. Brexit supporters loathe
the backstop, fearing it will leave the UK “shaaKl¢o EU rules” *°*Here again there is the
objection by pro-Brexit May’s critics that thisiigolerable rule taking (and a major violation of

UK sovereignty), which could extend the loss oftcoltforever”.

In general, in Westminster and outside, those wtaxla May’s claim that the UK has
gained back control fall in three large categofessch with complex waxing and waning sub
partitions). First there are the hard-line orsgy®@rexiters (largely but not exclusively from her
party), who claim that her negotiation has resuiliteal withholding agreement that is not
respecting the will of the people because it daggive back control to the UK. They maintain
that the “red lines” stressed by her at the begigoif her negotiations and connected to border,
laws, and money have been ignored in the WA. Aeg tilaim that there is no better
confirmation of this than the many resignationsrfrieer government team by those holding this
view (e.g. Johnson and Raa&®) Then there is Labor, which wants new elections weaild
permit its leaders to be at the helm of a new gawent. The agreement would then be
renegotiated, along lines that are more benetficitthe people of the UK, especially those who

393 Boffey, Daniel and Jennifer Rankin “Brexit deal explained: backstops, trade and citizens’ rights” The Guardian

November 25, 2018.

394 ibidem

395Boffey, ibidem, where one also reads that “wary EU countries think the plan benefits the UK,” (any strong Brexiter
would disagree) “so [they] insisted the UK respect EU social and environmental rules to avoid undercutting their
companies.” This latter business dimension clearly is liked by the Greens.

3% There have been two waves of resignations conthéotBrexit, as we have seen: one linked to the 2018 Chequers White
Paper and the other to the WA. See “List of redigna from the second May ministry”, available onkijedia.

397 With critics of Labour maintaining that its leatbetlesire to govern takes precedence over anytiagy
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are less privileged?’ Both these groups of critics claim that they caudgiotiate better deaf¥?
However, it would seem that neither of them hasgméed a more convincing plan (if at all) and
they both conveniently ignore the total unwillingeef the EU to renegotiate the WA and the
strong time constraints that exist not just on aotof the March 29, 2019 deadline but also in
light of the European Parliament elections schetitde May 2019. Then there are those who,
like the Greens and many in the Tory and Labourpsawho believe that the British people
need to exercise their power through a new referendiven that the electorate was not
appropriately informed during the campaign of laé problems that the exit from the EU would
create for the country. Here there are also sicpnifi time constraints but one could expect that,
under this latter scenario, the EU-27 could cuteagtack in light of its overall preference for the
UK to remain in the EU.

There can be little doubt that the Prime Ministéaisk of defending the agreement in
Parliament has been very difficult indeed, espgciallight of the fact that for the first time
since 1974, a general election (the one unwisagered by May in 2017) resulted in a
government without a majority. As we seen abover&ésa May has to rely on the conditional
support provided by the Democratic Unionist Parithwis 10 MPs. In light of the fact that the
DUP declared that “it will vote down her deal” atiiét “Labour, the Scottish National party and
the Liberal Democrats” are against “her deal, MisyM majority would be wiped out. And that

is before taking into account the position of mitbran 90 Tory critics of the agreemeft?Thus,

talking about May’s deal failing to gain approvai least on a first attempt basis, became
widespread. And it became an issue of numberssaldg more than 100 votes most likely
leading to not just the end of the deal but alsbesfjob while a more “respectable” loss could
permit her to go back to Brussels and (hopefuliftgr receiving minor concessions, return for a

second vote which could be a good one for #ér.

398\ith the hard Brexiters also stating that “no déalbetter than “a bad deal” like the one propdsgd@heresa May.
399 parker, George “May braces for Commons showddvimincial TimesNovember 26, 2018

400 Bagehot “Don't write off the prime minister's dgakt yet”, op. cit.
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Several developments would show most clearly ting significant challenges that
Theresa May’s government had to face in the Hoti€sooomons. On December 4, the
government was found in contempt of parliamentébusing to release the full legal advice
given by Attorney General Geoffrey Cox. The votes\8a1 to 293 in a motion also ordering the
immediate publication of the advié&. The advice basically confirmed what Raab had abalit
the Irish backstop arrangement: the EU holds a eertthe UK'’s ability to leave. Needless to
say, Brexiters were most upset about this heretafadisclosed document. On the other hand, it
has to be noted that MPs supporting Theresa Magtaiaed that the government was correct in
defending the principle that legal advice from #ttorney General should be confidenti#F In

other words, government’s effectiveness shouldoeaindermined.

On the same day, December 4, there was anothdrroatibn of the very strong doubts
existing in the Commons over May's Brexit deal. M&t 321 to 299 vote against the
government, a proposal was approved allowing padra to have significant control on what
happens if the withdrawal agreement, schedulesdt® on December 11, was rejectétiLed
by Conservative MP Dominic Grieve, a former attgrgeneral, 26 pro-European Tories joined
forces with Labour and all opposition parties (utthg even the government-supporting
DUP*%) to “allow MPs to table amendments to any motiarEt) withdrawal that would follow
a defeat of May's deal”’ [on December 11. Then] “MiBsld vote to rule out leaving the EU
without a deal, to pursue a Norway-style membershippe European Economic Area (EEA) or
to call a second referendunt® In other words, assuming that Theresa May losDideember
11 vote, “the government has to report back oplaas within 21 days, according to the EU
Withdrawal Act. Mr Grieve’s amendment establisies MPs can now assert their point of view

by amending those plars- whether to [1] come out against a no-deal Br¢Rjtcall for a

401 MacLellan, Kylie “May's government loses contempte over Brexit legal advice”, Reuters Decembe?04,8. The text was
published the day after the government was fourmbimempt of Parliament. The text can be foundvaiwgov.uk.

4025ee Mance, Henry et al., “Theresa May suffers tiodefeat on Brexit deaFinancial TimesDecember 5,2018

403 Mance, Henry “Assertive Grieve amendment givesgrdo the parliamentarian&inancial TimesDecember 06, 2018;
Mance et al., “Theresa May suffer double defeaBraxit deal’ op.cit.; “ The consequences of sayiogo Theresa May’s
Brexit deal”The EconomistDecember 8, 2018; Staunton, Davis “What's naxBfexit after May's humiliating defeatsPhe
Irish Times December 5, 2018.

404 The voting against May’s withdrawal deal by the®toes not mean that the party will vote out theegoment. The
“confidence and supply” parliamentary agreemenhlie Tories remains. In this sense, see “DUPwatié down deal but back
Tories, says Nigel Dodds” BBC, December 5, 2018.

405 Staunton, ibidem.
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second referendum or [3] recommend Norway-style beship of the EU’s single market?®
One important aspect of this amendment is the weagef Theresa May'’s claim that her deal
is the only alternative to the (very problematio}deal scenario. This means that MPs may have
fewer problems rejecting her deal. At the same jtimogvever, this strengthened her hand in
trying to convince Brexiters to support her wheting on December 11. In this case, she could
maintain that her deal would be better for thenmttiee three options mentioned above.

Just as the political picture, the economic ometfe government plan was hardly
comforting. Let us start with a major governmeapart published on November 28, 20498.
The report acknowledges at the beginning that ‘flagsUK leaves the European Union it does so
with strong economic fundamentals. The economyas/ong, unemployment is low and real
wages are rising?® But a Brexiter has little time to rejoice out bfg implicit admission that the
world did not come to an end after the 2016 reféwem The report, in comparing potential
future Brexit policy scenarios against today's mgeanents, shows that “higher barriers to UK-
EU trade would be expected to result in greateneuc costs.”% For instance: after 15 years,
UK’s GDP could be 3.9 percent smaller, while a maldBrexit could lead to a 9.3 percent
decrease!'? In presenting a major report from the Bank of Endl, released on the same day,
governor Mark Carney also said that Mrs. May’s agrent would leave the size of the economy
up to 3.75 per cent “lower than it would have bi¢i] had continued growing at the [pre-
referendum] May 2016 trend*:* And, much more shockingly, the Bank of Englancbrep
stated that in the case of a no-deal disorderlxiB&DP would fall rapidly by 8 percent and

housing prices by 30 percefit? By comparison, the respective numbers for theajltibancial

406 Mance, Henry “Assertive Grieve”, op.cit.

407 HM Governmen€U Exit: Long-term economic analy€8 November 2018, availablewaivw.gov.uk See also for instance
BBC “Brexit will make UK worse off, government farasts warn” November 2, 2018; Castle, StephenBaAdiit Deals Worse
for Economy Than Staying, U.K. Government Sayisw York Timeblovember 28, 2018; “Brexit and the economy: How to
make yourself poorerThe EconomistNovember 29, 2018; Giles, Chris and George P&May forced to concede all Brexit
roads will lead to a poorer Britaiffinancial TimesNovember 29, 2018.

408 HM Government, op.cit., p.3

409 ibidem, p.5 Two major studies by two respectedkihimks also view negatively the government’s pesgoBrexit deal. For
instance, the National Institute of Economic andi@idresearch said that the government deal waddae GDP per capita by
3 percent while the UK in a Changing Europe arriged central estimate of 1.9 percent. See “Bamdt the economy: How to
make yourself poorefThe Economistop. cit. The studies, very much referred to m phess, are available on their respective
websites: niesr.ac.uk and ukandeu.ac.uk .

410 M Government, op.cit, p. 7 Here the 3.9 percayuri refers to a May’s White Paper based model.

411 Giles, Chris “May forced to concede”, op.cit.

412¢EU withdrawal scenarios and monetary and finarstibility: A response to the House of Commonsa$ugy Committee”
Bank of England November 2018, p. 52, availabl¢henBoE's website.
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crisis which started in the first quarter of 2008re/-6.25 percent and -17 perc€dfThus, in the
Bank of England analysis, a disorderly exit withauteal would result in the sharpest
contraction rate seen since WW2! Of course, true to his role, Mark Carney emphakthat

both the central bank and the financial system weady for any eventuality. However, he
explained that the rest of the economy may be yrapesl for a cliff-edge Brexit with only14
percent of small businesses having made prepasdionnt and 250,000 businesses never having
heretofore filled out a customs declarattéhThis latter statement, and the overall negative
assessments of the future impact of the governaesait no deal, Norway-like, and other options
offered by most economists was seen by those wioo &aying in the EU as completely
confirming the validity of their view. To Theresaay the analyses meant that her option,
among those which were respecting the will of thidh people as expressed in the 2016
referendum, was the be/d8.To Labor, the analyses suggested the need fotesership
(achievable through new elections) to negotiateteebdeal and above all move toward a more
equitable economy. And to hard Brexiters, they vegyain proof of the ongoing nature of
“Project Fear” and the ignoring also the importaatpolitical factors pushing the British people

to gain back their freedom from the EU.

But back to politics (and law), another event tptdce just before the December 11
voting deadline that undoubtedly displeased theiByes. On December 10, the European Court
of Justice ruled that the UK’s MPs could in prideipote to withdraw unilaterally their Article
50 notification. Rejecting arguments from both the€ government and the European
Commission, the ECJ stated: “That possibility exfst as long as a withdrawal agreement
concluded between the EU and that Member Statedtasntered into force or, if no such
agreement has been concluded, for as long as thgdar period from the date of the
notification of the intention to withdraw from tl&J, and any possible extension, has not

43ibidem

414 Giles, Chris “May forced to concede” op.cit. S&a@artington, Richard “Bank of England says natdexit would be
worse than 2008 crisis’The GuardiarNovember 28, 2018 where one also reads the opofitmo top economists from both
sides of the Atlantic maintaining that the Bané&timates are “too severe”.

415Binham, Caroline et al., “BoE warns of sharp dezlinder disorderly BrexifFinancial TimesNovember 28, 2018

416 Actually, there was here another “red line” that government through Chancellor Phillip Hammond deawn and was
crossed, as per these analyses. In the autumriL6f&ahe Conservative Party conference he sdiés tlear to me that the
British people did not vote on June 23 to beconmgo’ Speech published on October 3,2018 andablaiat
www.conservativehome.com
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expired.”!” The decision, stemming from a case brought byamof pro-Remain Scottish
lawmakers fostered renewed calls for another popafarendum, which had in any case been
on the rise in the past few monti§ Most importantly, the Court stated that the UKrslateral
revocation of the notification “would have the eff¢hat the United Kingdom remains in the EU
under terms that are unchanged as regards its stata Member State!?® In other words, as
“Aidan O’Neill QC, the lawyer who led the case tbe parliamentarians” put it: “[The ECJ’s]
finding would preserve the UK'’s existing opt-outstbe social chapter and the Schengen
internal security treaty, its greater flexibilitp ¥ AT rules, its rebate and its decision not tmjoi
the euro.™?0 |t is considerations like this last one that maResnainers state that the UK should
not be giving up on March 29, 2019 the best possiationship it could have with the EU.

417 See the Court of Justice of the European Unioes$Release No 191/18, Luxembourg, December 18, @0 the
www.curia.europa.ewebsite. See also Carrell, Severin “Brexit: UK canilaterally revoke article 50, says EGie Guardian
December 10,2018 and Randerson, James and ChadpeC‘UK can withdraw Brexit notification, ECJ es!’ December 10,
2018 at www.politico.eu.

418 would submit that observers from outside the (iH€luding me), since the formation of the seconayMovernment and
certainly more so from the issuance of the Ched#rite Paper were more inclined to think that thebability (and certainly
the desirability) of a new referendum had been textinated by most of the British press.

419 Court of Justice, op.cit.

420 Carrell, Severin “Brexit UK can unilaterally revelarticle 50” op.cit.
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Postponement

On the same day of this ECJ ruling, the Prime Manitook a decision that came as a
shock. After she and senior ministers had for dagme of them just hours before) publicly
insisted that the vote on the withholding agreememild take place in the Commons in spite of
the very significant opposition from MPs, TheresayManceled the scheduled December 11
vote+tIn her words: “We have now had three days of debatie Withdrawal Agreement
setting out the terms of our departure from thedad the Political Declaration setting out our
future relationship after we have lefthave listened very carefully to what has beed,daithis
chamber and out of it,” at which point many MPsgbaut laughing, “by members from all
sides. From listening to those views it is cleat tivhile there is broad support for many of the
key aspects of the deal,” laughs again, “on ongeissthe Northern Ireland backstop — there
remains widespread and deep concern. As a refswi, went ahead and held the vote tomorrow
the deal would be rejected by a significant margvie. will therefore defer the vote scheduled for
tomorrow and not proceed to divide the House attiie.”?? She then went on to speak in
favor of the principle of a seamless border, whichny case basically everyone in the audience
accepted, and tried to defend the negotiated baglestangement. After all, she added: “I still
believe there is a majority to be won in this Hourssupport of it, if | can secure additional
reassurance on the question of the backstop ahdtwaat my focus will be in the days
ahead.*?2 This in the minds of most listeners sounded venyllo believe, also since no change
to the withdrawing agreement would be considerethbyEU-27 (that was a “real red line”
drawn by them, a Theresa May critic would say)ll,Sthe continued to repeat that hers was “the

very best deal that is actually negotiable withEug” 424

One analyst captured well the feelings among maRg M the audience, (especially
those who laughed, as a critic of hers could arghehe very sharply pointed out: “Mrs May’s
chaotic retreat from the vote” just the day befstegws “... that we have entered a zombie

premiership. A confidence vote, a leadership chgkeand the collapse of her EU exit deal are

421 See for instance: BBC “Theresa may calls off MB&won her Brexit deal” December 10, 2018 availabl¢he BBC website
and Hall, Macer “ Better Deal or No DedVaily ExpresDecember 11, 2018

422 The video of Theresa May's December 10, 2018 spkeftire the House of Commons is easily availabl¥outube
423ibidem

424ibidem
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the only staging posts left on this rod&” Most interestingly, this same analyst noted wiagn
she introduced the agreement the month beforee$advay stated that the only alternatives to
her plan were “no deal or no Brexf¢ Now, he maintained that her emphasis had shiftehet
“no Brexit” alternative. In other words, he expredshe view (held by many at this point) that
Theresa May believed now that “the most likely ralggive to her deal is not a hard Brexit but a
second referendum?’ Thus, he continued, Theresa May was sending avérgtsubliminal
message to Brexit backers that” because of Rengigeawing confidence in and out of
Parliament, they (the Brexiters) were “risking whtay have worked so hard to secut&.”
Another interesting view, making reference to $istlden declaration to postpone the
vote on the withdrawal agreement and to her eatkersion to have an early election in June
2017 (both of them contradicting earlier “strongétements to the contrary), was expressed by
another analyst: “From now on, all her firm declemas and solemn vows will be dismissed as
hollow, empty words.*2° He continued, showing the clarity that the Britfshe for, by stating
that “Britain needed the catharsis of Tuesday'®vbiot for therapeutic reasons, but rather to
begin the process of escape from the Brexit quagniine vote would have been the first stage
in a much-needed process of elimination, wherebg M&uld begin to confront the various
options and eliminate them one by oi®."Clearly this is a Remainer’s opinion, but theides
for clarity is arguably common to both camps. Hatowed: “May would have been defeated.
Labour might then have tried, as they have promisedring down the government and trigger a
general election. That effort would almost certaimhve failed. And then the Commons could
have got on with the serious business of assefisnjorway-plus scenario and a second
referendum, eliminating one or the other until fipa last option was left standing®*
Incidentally, the suffix “plus” added to variousthie options/models cited above (e.g. Norway-
plus, Canada-plus), often repeated two or evere ttimees reflects, at times in a somewhat

comical way, the number of variants being considéngall sorts of actors and playé#s.

425“Shrimsley, Robert “Last-minute vote retreat exgma zombie premiershifinancial TimesDecember 11, 2018

426 jbidem

427 jbidem

428jbidem

429 Freedland, Jonathan “The country will pay the @fir May's Brexit vote delayThe GuardianDecember 10, 2018

430 |bidem. And here the importance of time comesragaimind.

431 lbidem

432 See for instance “Tusk slams UK slurs on EU, sif@anada plus plus plus' Brexit deREutersOct 4, 2018, available at
cnbc.com
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Shortly after Theresa May’s decision on Decembetoliostpone for fear of rejection
the UK parliamentary vote on her decidedly unpopBi@xit deal, the British withessed another
dramatic political developmert® On December 12, a motion of no confidence on {haity’s
leader was tabled by at least 48 Conservative RéPty. After some intense backroom lobbying,
in the evening Theresa May ended up winning the wbtonfidence, by a margin of 200 to 117.
The result was not very impressive and showed lgléathe world that over one third of her
MPs felt she should not be in her position of attiioMoreover, in order to muster her votes
she had to promise that she would not lead theeSanito the next general election, due in 2022.
And, while formally not subject to additional inte challenges for a year, almost immediately

after the vote Tory rebels started to call for toequit.

Abroad things did not go much better for Theresa.Ma discussions with the EU’s top
leaders that took place during the December 13ukégean Council meeting in Brussels, she
sought again to get concessions on the withdragraleanent that could make it easier for
Westminster to accept her dé#lBut she was not successful. For instamgth regard to the
most controversial question, “EU leaders... [whilget} said they hoped not to use the
temporary [Irish] backstop,” at the same time, @éo thagrin, they also “rejected a time limit or a
unilateral British right of exit#®> Most interestingly, the UK Prime Minister even rtiened
that she could have a vote in Parliament on theaNéw days later, with the certainty that it
would be turned down for good. Especially in ligihthe outstanding importance of the Irish
backstop question, nothing captures better the @nmsuch a warning/threat than the Irish
Prime Minister Leo Varadkar’s pointed criticism. Blated that the EU could not accept a treaty
approval process in which any countepmes back every couple of weeks following disaussi
with their parliament looking for something extrayou can’t operate international relations on
this basis”#* And here one cannot fail to notice how strongenbiee of a member country is

in an EU context compared to that of a soon-todremmember.

433 See for instance " Theresa May lives to procragtimnother dayThe EconomisDecember 13, 2018; Parker, George
Where now for Brexit after May’s confidence voté#fiancial TimesDecember 13, 2018

434 gee for instance Parker, George et al. “May tereato crash Brexit deal after summit showdoviriancial Times
December 15, 2018.

435“As Theresa serves up a turkey, Brussels pditie’EconomistDecember 18,2018,

436 parker, George et al. “May threatens”, op.cit.
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Back in the United Kingdom, on December 17, 201&r€sa May announced that the
vote in Parliament on the Brexit agreement wouke galace in the week of January 14, after the
Christmas recess and more than a month after iowgimally scheduled and just 10 weeks
before the March 29, 2019 leaving d&teShe stated: “I know this is not everyone’s perfect
deal... It is a compromise. But if we let the perfieetthe enemy of the good then we risk
leaving the EU with no deaf®® Throwing at her a comment many would difficultdisagree
with, the Labor Party leader said: “The prime ntieihas cynically run down the clock trying to
maneuver Parliament into a choice between two wmable outcomes: her deal and no
deal.”*°And clearly, in this context, reference to a secafdrendum was basically unavoidable
for Theresa May who claimed that holding it “wosly to millions who trusted in democracy
that our democracy does not deliver...” and “... furttieide our country at the very moment

we should be working to unite it

Justine Greening, a Conservative MP and a formgneaminister, gave in my opinion
one of the best answers to this line of reasoffih@o start with, she blamed the Prime Minister
for “still not allow[ing] parliament a say on heea” adding that of course, “every day it passes
the clock is ticking down.” Here is the time elerhagain, since with her kicking “her Brexit can
down the road once more... [Theresa May] is leadingid down a path that she acknowledges
risks an “accidental” no-deal Brexit.” In any ca&ggening pointed out that the longer the delay
in the vote on the WA, the greater the damage t@&B, its reputation and my party.” Greening
also stressed that many MPs, like herself, whaveek before helped May with the party
confidence vote did so in order to “avoid chaost did not intend to “give her a blank
check.”#? Greening stated that “the Conservative party neetifferent strategy to find a way
through. Her deal will not pass parliament, buthrei will any other. A blocking group of MPs
exists for every proposal — leaving us left withyoa vote of the British people in a second

referendum.” To this, she added that the altereasivhaving a general election might lead to a

437 |_awless, Jill and Danica Kirka “ Britain’s Therelstay calls Brexit deal vote for week of Jan. 14” Beter 17, 2018
available on the www.pbs.org website

438|hidem

439ibidem

440 ibidem

441Greening, Justine “Parliament must vote on Breswr— and be ready for a second referend@inancial TimesDecember
17, 2018. The quotes in this paragraph are all fitimopinion piece.

442 Greening estimated that the number of Tory MPedebmfortable with leaving the EU with no deal veasund 80 to 100
against the more than 200 Tory MPs totally agdmstoption. Ibidem. She also wanted of courseta before Christmas.
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government headed by Jeremy Corbyn, which clearlyory wanted. Thus, she continued, “we
need to realise that Brexit is not about partytpsi And, anyhow, Labour has continually
fudged its Brexit plan and” stating something whidielieve by now everybody has realized, its
leadership “will face the same problems as the @mnmister” if in her position. Further, and in
line with what we saw eatrlier, Greening stated byatthe summer ... it was clear that...[May’s]
Brexit game plan would not work. Leave voters wetktng Conservative MPs that they did not
feel the proposals would deliver the Brexit theyaebfor. Meanwhile, Remain voters asked what
the point was of leaving the EU to keep followingstrules anyway.” More broadly, Greening
stated that the problem with May’s deal is not simthe Northern Ireland backstop as the fact
that “Britain is leaving the EU with no real semdevhat is ahead.” Thus, she concluded, “a

second referendum can break the gridlock and gritaiB the direction it so badly needs.”
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The new year

After the Christmas recess, the long awaited vatéhe withdrawal agreement took place. On
January 15 Theresa May’s Brexit deal was rejecyetthd House of Commons by 432 votes to
202. This was a truly historic margin, the bigg#sfeat ever experienced by any UK
government, rendered possible by the large nunftided?rime Minister’s fellow Tory MPs
(118 out of 317) who voted against K&rGiven these crushing numbers, the tabling of a no
confidence Motion by the leader of the Labour Par&g a most natural move. However, when
on the next day the vote took place, the Prime stamieasily won by 325 votes to 306. Clearly,
Conservative MPs wanted to avoid the risk of a slagtion that could result in a government

led by Labour.

A few days later, on January TTheresa May had to present to the UK Parliament a
Brexit “plan B”. 44 Two themes stood oLFirst, she promised to give Parliament a greater ro
in the next phase of negotiations, which her @itiewed basically as window dressing. Second,
along lines already heard before, the Prime Minispeke about getting a better solution to the
Irish backstop set-up, viewed by Brexit hardlinesggreatly infringing upon UK sovereignty.
With regard to the related cliff-edge concerns, &d: “The right way to rule out No Deal is for
this House to approve a deal with the European thid® She also repeated that she considered
the Article 50 revocation proposals (essentiallpaing in the EU under current terms) as
going against the will of the people as expresedtie referendum. With regard to a Second
Referendum she stated that it “would set a diffippécedent that could have significant
implications for how we handle referendums in ttesintry - not least, strengthening the hand of

those campaigning to break up our United Kingddf.”

On January 29, 2019 the UK Parliament voted onraéaenendments to the Brexit

legislation.**” The first one, proposed by Jeremy Corbyn, woultehraquired a Parliamentary

443 parker, George et al. “Theresa May’s Brexit ssffeistoric defeatFinancial TimesDecember 16, 2019

444 The speech is availablewawvw.gov.uk

445 ibidem

448 ibidem

447 «Brexit amendments: What did MPs vote on and whaewle results?” January 29, 2019vaiw.bbc.com. The
amendments are presented here and in our tex¢ ichttonological order they were discussed duriegithy. A look at the

voting breakdown confirms once again the deep idngsexisting in Parliament over Brexit-connecteslies. See also Walker,
Peter “Full list: amendments to May’s statementlefeat of her Brexit bill'The GuardianJanuary 29, 2019; Sparrow, Andrew,
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vote on options to prevent the UK’s leaving withawdeal; it also supported a form of customs
union. The second amendment, proposed by the depandence parties SNP and the Welsh
Party Plaid Cymru, called on the government to pars¢ Brexit and rule out no deal. The third
amendment, proposed by Conservative MP Dominickv@tiwould have forced government to
give MPs the opportunity to discuss a range ofiadtives and vote on them before the end of
March. The notion of pursuing Parliament controlesy clear here. The fourth amendment,
proposed by Labour MP Yvette Cooper, would haveireq the Prime Minister to ask the EU
for an extension of the two-year limit on Articl® § her deal was not approved by Westminster
by February 26. The fifth amendment, proposed dyoua MP Rachel Reeves, required the
government (in case the PM did not succeed in pgssideal through Parliament by February
26) to ask the EU to postpone Brexit. All theseeadments were not approved by Parliament.
Instead, the amendment proposed by Caroline Spdl@@mservative) and Jack Dromey
(Labour) was approved by 318 to 310. The amendnoeéain advisory and not legislative
nature, stated that the UK shall not leave the ElHoumt a deal. Most importantly, the
amendment proposed by Conservative MP Graham Rthadyoice of Tory backbenchers) was
also approved, by 317 votes to 301. It requiredotiekstop to be “replaced with alternative
arrangements to avoid a hard border”. Clearly, aeno please the Brexiter Conservatives but,
given the EU’s refusal to reopen the withdrawakagnent, of debatable usefulness in terms of

negotiation.

Kevin Rawlinson, and Martin Farrer “As it happereMPs vote for Brady's Brexit amendment to renegetbackstopThe
GuardianJanuary 30, 2019. As if the amendments mentiomék text were not enough to convey the compleity the
number of the issues under discussion, one shadédthat there were also amendments not selectdwelfypeaker John
Bercow or withdrawn. For a list, see for instancalk@r, op.cit.
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Brexit: lessons to be learned

The lessons that one can learn, by looking at Bfexin a plurality of angles as we have
attempted to do in this paper, are many and mattesh will be evident in all their implications
only years from now. We shall try here to brieflst,| on the basis of our analysis/narrative a few
of the most useful categorizations of the factatsfareseen before the referendum that are or
will be at the basis of valuable policy lesson®t just for the UK but also for all the countries i
the world that are grappling in one way or anothigh regional economic and political

integration in an ever more connected wdffd.

The first category of lessons will center on thgdaunderestimation of the challenges
associated to leaving the European Union. As we lsaen, there is a great economic closeness
between the European Union and the UK. As a mentibefatter has also traditionally
performed an important function as a stepping stort® business in the rest of the EU, thanks
also to its great geographical proximity. The Utifates and other non-EU countries have
taken advantage of the possibility to use the agumhere the most international language in the
world is spoken as their basis to access an addanaeket of over 500 million consumers. The
study of the evolution of the European integrapoocess, as we have seen, while showing
throughout the UK’s ambivalence—think about its-opts—should have been a useful guide to
understand the institutional and regulatory connastbetween the UK and the EU. Therefore,
to think that Brexit could be an event and not@cpss, and a long and involved one at that, was
profoundly mistaken. During the referendum campaignuncertainties, complexities, and costs
of Brexit were not clearly explained by expertsowh any case arguably had not fully
understood them. When Theresa May triggered Arfflgt was too soon: she prematurely set a
clock in motion, which showed how the complexitiésindoing 45 years of institutional and
regulatory integration were just ignored. Amongeoy as noted earlier, the number of treaties

that needs to be renegotiated was severely unteatstl just as the complexity and time

448 «Brexit and Parliament. The Noes have it’ The Emoist, January 19, 2019, provides a useful relatedytical framework
which benefits among others from several of thasdeut forward by Ivan Rogers, the Permanent Reptatve of the United
Kingdom from November 2013 to January 2017, wherekigned. We start from and expand The Econongatsgorization,

on the basis of the factors and perspectives wetbat. Two interesting speeches given by Ivan Rogme on December 13 at
the University of Liverpool and one on January2219 at the UCL European Institute are easilylabte on the web.
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required to do it. Moreover, the negotiating powka nation no longer in control of an empire
was grossly overestimated, especially when intargetith an entity like the EU-27 where some
members like Ireland and Spain may have oppodieedsts to the UK on some issues. Further,
the end of the role of the UK as a voice of thetethiStates in the EU supporting Washington’s
economic and security interests is not to be disedslIn fact, arguably, the US President has to
hold a different view from the one he had as aigessgial candidate. And in any case, in the
long run, very few people can envision scenariosrelthe historical, cultural, and linguistic
links between the US and the UK, added to the eaoamand security ones, are better utilized
than by staying in the EU as a full member. In othkerds, with the UK helping shape EU
policies in a way that tends to be more favorablthée US than otherwise. And this can be
argued with a realist approach in mind but alsogeing the values inherent in better
exporting democratic ideas beyond the North Traasat area. There are also costs for the
European Union from Brexit, economic and politidah EU-27 is less strong than an EU-28
with Britain in it. However, it is very hard to ghste that on account of the economic and
political costs that Brexit will impose on the Uge “centrifugal” forces in other EU members

(e.g. in France and Italy) have toned down if Hiobi@ated their exiting rhetoric and goals.

The second category of lessons will revolve arcooldical decision-making and
referendums. To an American observer and othens fnost democracies with a written
constitution, truly important changes of a politiaad institutional nature require weighted
majorities. To put it directly, to such non-UK obgers a referendum with a small majority,
without the additional validation of a weighted ody in the main elected body, and also
arguably without the additional weighted votingsabnational assemblies cannot change
institutions and policies so dramatically as Breldes. Given the much greater information
about the issues that the UK voters have at preent an outsider’s point of view, another
referendum seems to be the way to go. After all,ranst Brexiters would disagree because it is
not convenient to them to accept this argumentwbants is the most recent will of the
majority of the people. However, while probablyhet fair, this is not such an easy option, also
because its design would be rather complicated.nidie problem would be reconciling
different views that go from a purely binary cho{geor out) to asking the voters to rank their
preferences (e.g. staying, government deal, olniowita deal) to have a two-stage referendum

(asking first whether voters want to leave the Ed then, if they decide in the affirmative, have



119

them choose the specific methdé)Whichever of these options would be chosen, tharebe
little doubt that the losers would blame the metbhedd and the way questions were posed as
unfair and a significant reason for the loss. Pgshhis is the reason why in countries with a
written constitution, major institutional and paéal changes require the main elected bodies to
pass them with weighted majorities and not a simapteof Parliament like in the UK. Further, to
the puzzlement of any outside observer, the Juté Bferendum was technically advisory-
only. 450 Questionably, at least to an outside observesrite to be viewed as politically binding.
And further still, with the benefits of hindsiglat referendum on a subject like Brexit might have
been more appropriate and meaningful at the eadpobcess characterized by extensive
negotiations and public debates, not before dsatart.

The third category of lessons will center on Brextbntribution to party divisions. In the
case of the Tory Party, they were most visible imithe Cabinet, with all the resignations from
Cameron onwards attesting to that. But in Parligrdansions did not become very evident only
within the Tory Party. The Labour Party had themval, although they truly came to the fore
later, as for instance the January 29, 2019 votd@mamendments has shofthAnd then the
decision on February 18, 2019 by seven EurophiuaMPs to resign from the party and
become an independent group in Parliament leftautotdas to the big rifts within the party, with
that between a very “socialist” leadership andangt “social-democratic” pro-EU component
figuring most prominently. Two days later three4&d Conservative Party MPs resigned from
their party, on account of its moves rightwardsagdévom the “centre ground of British
politics™5? Joining forces with the now eight Labour defecttiney formed a group that has
come to be known as “The Independent Group” (T@)e commentator captured the nature of

this new force stating that “[i]t is already the shaignificant breakaway group in almost four

449 gee “A People’s Vote: Second time lucKitie EconomistDecember 8, 2018

450 see for instance Uberoi, Elise “ European UnioneRafdum Bill 2015-16" Briefing Paper no. 07212u8d 2015, p. 25
available at thevww.parliament.uk/commons-librasyebsite.

451 some could have argued until very recently thasgiligs within the Conservative Party in Parliamémthe membership,
and within its electoral base are greater thamés rival in Westminster. But that might have b&egely stemming from the
decisions taken by Theresa May. The greater spitgifn terms of policy proposals and strategies theremy Corbyn would
have to offer soon was destined to result in briggo the surface the truly significant splits éxrig within his own Labour
party. Of course the opinion among many that Corbiyas presided over a foul resurgence of anti-8emj misogyny and
entryism” have certainly contributed to such diets. The Editorial Board “The centre strikes bacBiitish politics”Financial
Times February 21, 2019.

452The three Tory MPs' joint-resignation letter heyt quit to join the Independent Group” is avaialat
www.politicshome.com
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decades for a parliament in which the two mainipsitave formed the government of the day
for almost a century, largely restricting smalleoups to the political fringes'®® Another
comment is also very interesting: “a new cenpdittical force that is economically responsible,
socially aware and takes an open view of the wisrfduch needed®* This is a group that will
have to find a way to work with the Liberal Demdsravhich, as a centrist force, would be a
very natural ally in Parliament and outsitfe.Much will depend of course also on future
defections, with the Labour Party appearing muchentiely to experience them. In line with
our overall analysis the same commentators statee Brexit referendum of June 2016 was a
political earthquake. Nominally about Britain’s ptroubled relationship with Europe, the vote
to leave pointed to deeper schisms in soci¢ty Another proof of the uncertainty-inducing and
position-shifting impact of Brexit came in late Feary 2019 with a major change in Labor’s
position. Jeremy Corbyn had supported Brexit amansed to deliver it in the 2017 Labour’s
election manifesto. However, Corbyn announced dombkgey 25: “The Prime Minister is
recklessly running down the clock, in an attemgbtoce MPs to choose between her botched
deal and a disastrous no-deal. We cannot and atilhccept. One way or another, we will do
everything in our power to prevent no-deal and ggpmdamaging Tory Brexit based on Theresa
May'’s rejected deal. That's why we are committedlgn putting forward or supporting an
amendment in favour of a public vote to prevenamdging Tory Brexit being forced on the
country.”#%” This shift with regard to a second referendum sftban implicit recognition of the
power of the threats to the Labour Party that #fecors represent. A vote by British
lawmakers by 323 to 240 on February 26 against@laParty’s proposal for a permanent
customs union with the EU reinforced the changdabla official position in favor of a second
referendum. And, of course, it displeased the eesmin Corbyn’s party. Further, in the same
week, another proof of internal party divisions eafmom another shift, this time in the

Conservative Party, with Theresa May “shifting téelallow the option of a delay to the date

453 william, James “ Brexit defections reveal frayetiria of UK politics” Reuters February 21, 2019

454 The Editorial Board, “The centre strikes back iitiBh politics”, op.cit

455 “Work[ing] with other parties, including the Scoktiand Welsh nationalists as well as ...the Greerss} alakes sense, of
course. “British politics: Splitting imagelhe Economistebruary 23, 2019.

456 |bidem.

457 Quoted in Crerar, Pippa and Mikey Smith “Corbynksasecond Brexit voteThe Daily Mirror, February 26,2019.
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that Britain leaves the EU#*® And, in so doing, clearly also displeasing thedharexiters in her

party.

The fourth category of lessons has to do with #gotiating strategies employed by
Prime Minister May, which most observers think sreomwoncooperative style. When she got her
position in July 2016, largely by default becaukthe excessively controversial statements
made by her rivals, she did not move in the coatcilly manner to be expected by the moderate
remainer she had been during the referendum campagjead, she acted from the beginning as
the determined representative of the winning 52¢rdrand, in doing so she played a pivotal
role in increasing divisiveness in the country. 8itenot reach remainers for input, did not
explain the negative economic consequences derikang exiting from the EU, and did not
clarify that the complexities of the process mehat there could be truly many different Brexit
plans and paths. Instead, she created “red lineg&hwvere very one-sided and basically
impossible to accept by the EU-27. They basicakant that the UK would leave the customs
union and single market, no longer allow the fremvement of people, and accept only the
decisions of UK courts. This is all connected te f#ct that, in Theresa May’s words, the
decision to leave was given by the people of the“ith emphatic clarity*>°, an overstatement
of the will of the nation (again, at the very lefisim an outsider’s point of view). Her secrecy in
negotiating throughout, her not listening to theiee of diplomats and public officials with
insiders’ expertise on the workings of the Europdaion, her presenting a document like the
Chequers White Paper which was immediately disrdibgethe EU top negotiators, all are
factors that point to inadequate leadership. Argidadly nothing captures better the leadership
image that Theresa May and the Brexiters offeredday across the entire negotiating process
than President Donald Tusk’s words at a press cemée on February 6, 2019: “| have been
wandering what that special place in hell looke li&r those who promoted Brexit without even
a sketch of a plan on how to carry it out saféf{.This is clearly an inflammatory statement and
from a political marketing point of view probablpwise. It understandably was strongly

criticized by Downing Street as well as many Braxipporting MPs and many in the UK who

458 Mance, Henry “ Labour party formally backs referemdon Brexit"Financial TimesFebruary 27, 2019

459Britain’s after Brexit: A Vision of a Global Briin” speech by Theresa May at Conservative conéereRctober 2, 2016,
available at thevww.politics.home.convebsite

460 5ee for instance “Donald Tusk: Special place ihfbeBrexiteers without a plan” BBC News Februay2019
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resent attacks from outsiders. But it can be argo@twhat made the statement relatively more
tolerable was that it was preceded by a phraseemimg the Irish backstop solution already
agreed upon to the absolute commitment of the Bhete, a fundamental value at the
beginning of the European integration process;,tliam this perspective, going against the

backstop directly threatens peace in an area besationg time by significant loss of life.

A fifth category of lessons will come from issuesnected to public policy
management. A typical student of the subject, wtherking about agenda setting or problem
definition, program design, legitimation, budgetiimgplementation, and evaluatitthwould
easily see that in most public policy areas asalref Brexit the UK government has not been
particularly effective. In other words, it is diffilt to disagree with those who claim that Brexit's
impact on the government cabinet’s time and enbagyprevented it from confronting the
significant “problems facing Britain- weak prodwaty growth, inadequate housing, crumbling
social” and health “care, and a grim-long term aok!’, among other&? The government’s
internal divisions, its use of inquiries, consutiat and reviews has come to be increasingly seen
as thinly disguised indecision. If one adds theiggrin-house rivalries, the difficulties to muste
a majority (especially after the June 2017 eledjpand a civil service too distracted by Brexit
and spread too thin, one can understand why méaghaut paralysis in British politics. The
austerity programs started in 2010 have not helpggkcially on the front of equality. For
instance, tax cuts benefiting more affluent houthand spending cuts in public services (from
hospitals to schools) affecting disproportionatdyior citizens and low-income households
with children have contributed to the divisivenesthin the country. Their impact has made the
promises repeatedly stated by the Prime Ministéetp those “left behind” sound very empty.
And here, from this outsider’s point of view, thése¢he misleading political marketing by
Leavers’ during the referendum that cast Brexihassolution to the problems created or

intensified by the austerity program. True, thedpaan Union has not been a model of

461 The policy analysis literature is of course immeniseapplication to international issues and tortdes beyond the Anglo-
American sphere has also increased with time. Fa@aaly example of a major analytical framework Eyed in examining an
issue of international political and economic natsee for instance Ammendola, Giuseppam Creditor to Debtor: The US
Pursuit of Foreign Capital- The Case of the Reg#ahe Withholding TaiiNew York and London: Garland, 1994; New York
and London: Routledge, 2019)

462«The absent agendahe Economislanuary 26, 2019; see also Observer Editorial ‘@bserver view on the baleful
distraction of Brexit'The GuardiarDecember 15, 2018 where reference is also matihe touts in police officers in spite of
increases in violent crimes and to the delaysngelanfrastructure projects; see also Hetheringtater “Theresa May will need
more than warm words to revive left-behind Britairtie GuardianJanuary 15,2019
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successful problem management and solving in aeeagng from economic growth, to deficit
spending, to the euro, to employment, to migrati,the UK leaders have found it very
convenient to blame Brussels for problems thatamyrinstances were of domestic origin. And,
in fairness, this putting the blame on Brusselslieen often heard in most if not all of the EU
member states. Local politicians have found it v@mgvenient to do so especially since the
beginning of the second decade of the euro’swfech has coincided with the beginning of the

financial crisis.

Another area where the lessons to be learned wilfly significant has to do with
devolution. This is a truly vast subject and, gitlea different political and economic realities
existing in Scotland, Northern Ireland, and Wategy a few very broad considerations are
possible here. As we have seen, Scotland and Nortiedand voted by a fairly large margin to
remain, while Wales voted to remain in percentagedar to those of the whole UK. Also, as
we noted above, the UK Supreme Court denied tleatiéivolved legislatures had any say with
regard to the authorization to invoke article 50o#fher set of disparities stems from the fact that
as the House of Lords’ European Union Committeatedi out “[tjhe devolution settlements
have developed incrementally and asymmetricallgesit®97, as more overlapping and shared
competences have been introductd.The Committee added that “EU law is interwoverhwit
the devolution settlements, and throughout thigogethe supremacy of that EU law, and its
interpretation by the Court of Justice of the Edyérhelped to hold the UK together and
maintain the integrity of its internal market®* Here, notably, once again the issues of
complexity, “red lines”, and peace with Northeralénd come to mind. Also it is worth adding
how, in one study’s words, “[d]evolution arrangensemave been loosely structured in an
informal system of inter-governmental relationgating over time tension between the
principles and exercise of Parliamentary sovergigmt the one hand, and the ‘permissive
autonomy’ of regional governance, on another. Sankion has been heightened by Brexf®”

In point of fact, a crucial conflict can materi@iwith the repatriation of legislative powers from
EU level to Northern Ireland, Scotland, and Walstably, and this is clearly relevant to the

challenging issue of conducting international negmins, there is the problem that “keeping

463 Eyropean Union Committee, House of Lords “Brexévdlution” published on July 19, 2017 availablevatw.parliament.uk
464 bidem

465 Komarova,Milena et al. “ Briefing Paper 5: The kmep of Brexit on Devolution in Northern Ireland’nlgary 14, 2019he
Center for Cross Border Studies
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powers at the centre will threaten the stabilitgxifsting devolution arrangements and could
cause irreparable harm to the relationship betwleedevolved administrations and
Westminster” and this is why “Brexit will requirbeé UK and the devolved nations to co-operate
actively in a way that has not always been necgsasitinin the EU structures?®® And here, once
again, the stopgap measure comes to mind as aovadietnpt to retain the undoubtedly peace-
promoting impact of the EU on Northern Ireland avidch Brexit could affect very negatively.
Most tellingly, in response to the European Uniamtnittee report mentioned above, the UK
Cabinet declared that “[tjhe UK government has baear it will negotiate on behalf of the UK,
taking into account the specific interests of evaation and region of the UK, working closely
with the devolved administratior{®” Here one cannot ignore how the whole issue of the
representation of the devolved administratiorth@mnegotiating table with the EU, when
discussing matters relevant to them, is likely@calsource of controversy. Among others, the
impact of the end of the flow of EU Structural Femill have to be tackled. This means seeing
how promises such as those made in the 2017 Catservnanifesto to create, with the money
coming back to the UK, a new “Shared Prosperityd-urto reduce inequality between
communities across our four nations” so as to assisleliver[ing] sustainable, inclusive
growth” will translate into policy*%8 More broadly, there can be also little doubt thatanalysis
of the connection between devolution and Brexit prbvide interesting insights into the links

existing between identity politics and globalizatio

Brexit also will offer interesting lessons in theea of national security. One interesting
major recent example comes from a common publitdstaken by some experts concerned
about the Withdrawal Agreement’s impact ort4®.Notably, “the draft withdrawal document
actually commits us to a European defence roleawitlany say in its formulation, and would

effectively end the UK’s successful policy of demyithe European Commission the

466 Jack, Maddy Thimont et al. “Devolution after Brieilanaging the environment, agriculture and figrInstitute for
Government, April 2018.

467 Cabinet Office, Chris Skidmore MP “Response tolthels of European Union Committee Brexit: Devasati September
14, 2017 available at www.parliament.uk

468 The Manifesto can be found for instance at: “20bh€@rvative Manifesto: full text” The Spectator ME8/2017.

469 gee for instance Dearlove, Richard “The security @efence threat posed by May’s Brexit ddgtiancial TimesNovember
24, 2018; Isaby, Jonathan “Former MI6 chief accidemresa May of ‘surrendering British national séguto the EU”,
available at the brexitcentral.com.; Craig, Jon-Mb6 and defence chiefs warn Tory MPs to vote d@vexit deal that
‘threatens national security” January 10, 202&ilable at the sky news website.
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development of a military or security rol&? Clearly this reference to the loss of sovereignty
pleased the hard Brexiters and emphasized thesdlmature of the Prime Minister’s red line of
“taking back control”. It also reminded everyorspecially in Washington, of the UK’s Anglo-
American role in the EU. Notably, one reads alsd the “[withdrawal] document suggests
that....the prime minister actually bargained awaitheout telling us, some of those assets to our
national security in a manner that could weaker Eyes and our partnership with the US.”

The reference to the US, UK, Canada, Australia,ew Zealand link could also be seen as part
of the economic connections among the Five thattkdropes to make stronger by leaving the
EU. Moreover, this deal is a “surrender ... to anamdcratic organisation, the European
Commission [with] the last two years [demonstratimgw untrustworthy and hostile towards the
UK the EC is, notably [ through ] its use of thislirborder as a weapoft’? Incidentally, but
importantly, the idea that the European integrapimtess has not been truly democratic, with
only very few direct consultations of the peopleoas the years, is fairly reasonable (Brexiters
in general make this point) and heard also in ofi¢icountries. But, once again there is here
another contradiction, as Remainers would pointloat following this logic a new referendum
must be held so as to respect the greater infoomatw available to voters and the fact that
many of those who voted against staying are ofgantlaat will not permit them to see the full

negative impact of Brexit, which instead younged arw voters will.

In any case, the Prime Minister’'s team denied ttmatvithdrawal agreement in any way
reduced the security of the United Kingdom. OnedLalleader interestingly stated that “the
deal is a bad one for our security but... leavingEhkewithout any agreement at all would make
things even worse*™ It is not a difficult prediction to make that, tinis area just as in other ones
connected to Brexit, multiple and often contrastpgnions will continue to appear. In any case,
the launching of a common defense pact, and aldbite Enplementation, will have to confront
significant credibility issues. And, probably anoplefully, some of the concerns about the
United States’ diminished interest in Europe (teiggyl by the strategic pivot shift to Asia

championed by the Obama Administration) are exgesgigain, time will tell.

470 Dearlove, op.cit.

47libidem

4721saby, op. cit.

473 Craig, op.cit. The leader referred to here was LaP Stephen Doughty
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Globalization

As we have seen, many of the issues discussedsipdper are connected to the global
economy. Thus, with regard to the lessons for diphi@on that Brexit can offer, it is very
reasonable to say that they will be many and thttig point in time they are also very difficult
to anticipate. The Governor of the Bank of Engldatk Carney has made some broad relevant
points in a speech given at a very critical monw#rithe negotiations: “Trade tensions abroad
and Brexit debates at home are manifestationsrafdfonental pressures to reorder
globalisation.*’# The trade tensions he refers to are those anineng$, China, and the EU and
stem from the more aggressive trade policies pdrbyePresident Trumfy® Then, Carney

added: “It is possible that new rules of the roaltilve developed for a more inclusive and
resilient global economy. At the same time, thera risk that countries turn inwards,
undercutting growth and prosperity for all. Coneeower this possibility are already impairing
investment, jobs and growth, creating a dynamit¢bhald become self-fulfilling#’® For sure,

the Bank Governor sees the merit of “the currentecyf globalisation” stating that it has

“liftfed] a billion people out of poverty and raesf] output per capita up 40% in both the UK and
globally since the mid-19904”" However, at the same time, Carney identifiedehmajor

imbalances threatening the sustainability of thesent globalization’s cycle.

First, there areéxternal imbalanceswith large trade surpluses emerging in some regio
and big deficits in others.” Such imbalances areendiifficult to deal with, Carney explained,
because emerging markets currently account fore6€ept of world GDP, up from 40 percent
twenty five years ag®’8 If one adds the fact that “the US dollar is as ohamt today as it ever
was... this contributes economically to higher risksudden stops and politically to greater
mercantilist pressured’® Then, Carney added that globalization “has couteit) to higher

imbalances of income and wealthmany countries... [with] the benefits of tradeunequally

474 Mark Carney' The Global Outlook”, a speediven on February 12, 2019, is available on thekBafrEngland website.

475 |bidem, where one can see that the weighted agdsitaferal tariffs between the US and the EU aiyfclose (before and
after escalation), while those between China ardX8 show a greater starting imbalance (much hiGherese tariffs) and
greater escalation by both the US and China.

478 Ibidem. Once again, never underestimate the rofxpéctations.

477 ibidem

478 Ammendola (2011) “Some Trends and Perspectiveslobaization, Economic Growth, Equality, and Deyetwent” op.cit.
confirms that this growth trend has been very deayears.

479 Carney, op.cit, On the economic theories inflimpemerging markets see for instance Ammendolal(R0
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spread across individuals and time. Consumersgadriprices and new products, and further
benefits from higher productivity over time. Somerkers, however, lose their jobs and the
dignity of work, or see their ‘factor prices eqsalil’. In plain English, their wages falf®°And,
clearly, any reader will think of the many indivala whose jobs are outsourced and whose vote
went to leave the EU and, in the United Stateg, ttan who promised to help them. Further, to
them, it is little consolation that the “expertddien their loss is often attributable to greater
automation and that theirs is a problem experientether advanced economies. And, it is fair
to say, most expert economists totally abstain fassessing trade agreements’ specific
distribution impacts. The third threat to the sunghility of the current globalization cycle,
Carney continued, comes from thmbalances of democracy and sovereigrity Here, he
makes reference to what Dani Rodrik calls “the ameéntal political trilemma of the world
economy” whereby the latter states that “we casimtltaneously pursue democracy, national
determination, and economic globalizatidf'In Carney’s words: “Common rules and
standards are required for trade in goods, seraodscapital, but those rules cede or, at best
pool, sovereignty. To maintain legitimacy, the meg of agreeing those standards needs to be
rooted in democratic accountabilit§?® Globalization, Cairney went on, has to be “more
inclusive [and] sustainable” with “part of the stdun [being]... a more flexible and open trading
system for services and for small and medium erig&p (SMEs).*®* Here, the fact that the
withdrawal agreement is basically silent on sewicemes to mind, while the reference to SMEs
suggests an implicit recognition of the strengthhef German business system and its
ordoliberalism. As a matter of fact, Brexit refleet dichotomy encountered in economic policy
management and thinking across the world. On tleehamd there is neoliberalism, with its
emphasis on trying to avoid as much as possible steervention in the market (laissez-faire).
On the other hand there is ordoliberalism, whicteistered on the idea that markets cannot be
left to themselves and there must be a governnmgitirig companies’ efforts to limit

competition. Along these lines, it is worth notivbat one clever EU observer said: “Smaller

480 Carney, op.cit.

48libidem

482 Rodrik, DaniThe Globalization Paradox: Democracy and the Futniréhe World EconomiNew York: Norton, 2011) p.
xviii. Rodrik’s work is truly important in the fidl See for instance Ammendola (2011).

483 Carney “The global outlook” op. cit. And the Eueam Parliament, one could argue, may not be “lagit” enough.
Moreover, Brexiters and Remainers would each olsholook at the trilemma’s goals differently andRadrik (2011), has
broadly pointed out years before the issue surfabed, in general, “our troubles have their raoteur reluctance to face up to
these ineluctable choices.” p. xix.

484 Carney, ibidem. Once again, the European Parliaglentions and their broad legitimacy come to mind
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companies pay more taxes relative to their incdmae targe multinational corporations. The
economic policies that followed the financial sisinded up widening income and wealth
differences.™8 And, in a way that shows the interconnectednessanfy of the issues we have
discussed, he immediately added that “[lJarge immatign flows created insecurity, as did the
arrival of new technologies. When you call voteepldrable — or patronise them, as happened
in the UK after the Brexit vote — you add insultingury.”#8¢ Here comes to mind the
consideration that criticism of or condescensiamat@ voters who follow “populist” leaders or
ideas most often ignore these voters’ complaintsrims of both feeling left behind and being

afraid of losing their identities.

Returning to the Governor’s remarks, he continti€dnsider the UK as a leading
indicator of a nascent global trend. UK businesestment has fallen 3.7% over the past year
despite the ongoing expansion, high business plulity and accommodative financial
conditions. With fundamental uncertainty about fatmarket access, UK investment hasn’t
grown since the referendum was called and has dieattg underperformed both history and
peers.*®” Here the risk of a no-deal Brexit comes to mind with it the fact that thousands of
UK companies have already moved ahead with theargemcy plans to cope with it, as the
British Chambers of Commerce attested at the bagjrof the new yeat®® Thus, Carney added,
“similarly, a prolongation of global trade unceni could undermine the global expansion...”
and “...[m]ost fundamentally, the larger and the mmeemanent the disruption to global trade—
the greater the deglobalisation—the greater theatézh in both activity and supply capacity of
economies. The latter—a material hit to supply—emsthing that advanced economies have not
experienced since the mid-1970s. In this sceridiarney continued, “the combination of
slower growth, smaller surpluses in Asia and higisdr premia could move global interest rates
higher, increasing the burden of corporate and ¢foalgl debts and challenging the
creditworthiness of some sovereigi®’In drawing this analogy, the governor plausiblfecéd
an implicit criticism of the relatively little attgion being paid to Brexit in the US and arguably

485 Muinchau, Wolfgang “The crisis of modern liberaliswown to market forcesfinancial Times December 23, 2018.

486 |bidem.

487 Carney, op.cit. Another reference to uncertainty

488 gee for instance Inman, Phillip et al. “UK firmsaplmass exodus if May allows no-deal Brefitie GuardianJanuary 26,
2019.

489 Carney, op.cit.
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even in the EU. Instead, Carney maintained (veagaorably, | think) that Brexit is important
because it is “in many respects, ... the first o¢st new global order and could prove the acid
test of whether a way can be found to broaden ¢inefids of openness while enhancing
democratic accountability*®® And, most interestingly, the Governor went asafasaying that
“Brexit can lead to a new form of international pecation and cross-border commerce built on
a better balance of local and supranational autesff* In these respects, Brexit could affect
both the short and long-term global outlooK82Vioreover, injecting his opinion about the
negotiations, he ended by saying that “it is inititerest of everyone, arguably everywhere...

that a Brexit solution that works for all is fouimdthe weeks ahead®

The three imbalances identified in Carney’s speeekternal, of income and wealth, and
of democracy and sovereignty—also are used de fladtee arguments put forth by those who
talk of Europe as a declining force in world af§aiFor instance, recent concerns over
Germany’s near-zero growth and the February 2018 Gidwth forecast revision for the euro
area in 2019 downward from 1.9 to 1.3 percent wlefanitely seen by Euroskeptics as a
confirmation of their view4?* More broadly, “economic output in the eurozone \oager in
2017 than it was in 2009; over that same perioosgdomestic product grew 139% in China,
96% in India, and 34% in the U.S., according to\tarld Bank.”4%> Critics of the EU
integration process essentially maintained that otiening (the eastward EU membership
expansion) and deepening (the increased integrafitre EU, with its most visible
manifestation being the introduction of the eur@yevfailures. And, looking at this in terms of
power, one observer stated very pointedly: “Neighllitke Russia, Turkey, Israel and the Arab
states flout the EU’s wishes at will. Europeartuehce in Washington, already declining in the
Obama years” (the “pivot to Asia” comes to mindja$ reached a nadir under Donald
Trump...” and “China takes Japan and India more sshjothan it takes the EU?® These are

opinions widely held by Euroskeptics on the Comntirend, of course, Brexiters. However, also

490 |bidem . This could be interpreted arguably asfarence to the not-too-great democratic accoulittaini EU decision-
making.

491 |bidem. Here a scholar of the European integratimeess would be inclined to connect such a seemith the principle of
subsidiarity, formally introduced in the Maastridheaty.

492 |bidem.

493 |bidem.

494 Jones, Claire “Germany avoids slipping into reitesby a whiskerFinancial TimesFebruary 14, 2019 and European
CommissiorEuropean Economic ForecasWinter 2019 (Interim) Institutional Paper 096 pReary 2019

495 Mead, Walter Russell “Incredible Shrinking Europ@all Street JournaFebruary 12, 2019

496 |pidem
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in light of Theresa May’s negotiating difficultiethere can be little doubt that for now “Europe

remains formidable as a consumer bloc” and thegedsra regulatof?’

The three dimensions referred to in Carney’s spaadnespecially the third one, that of
the imbalances of democracy and sovereignty, argcplarly relevant to the European
integration process. During the Brexit referendiampaign many pro-Europeans were
concerned that other countries may follow suit whitkir own referendums. This fear of
“contagion” clearly proved to be unjustified abécame evident what kind of economic and
political prices an exiting country had to pay. Haer, the creation of a common front against
the UK did not lead to greater integration amoregEtJ-27. Anti-EU parties and interests, after
having seen during the Brexit referendum the pdivatr came from going against the status quo
(the power of a protest vote), have decided to viank the inside the current EU institutional
arrangements. The May 2019 European Parliamertiggismffer definitely the opportunity to
anti-EU parties and forces to advance their viewareas as different as: migration and
connected concerns about integration and natideatities; economic and industrial decline;
the euro; foreign trade; EU budgetary issues; ¢teionship between democracy and the rule of
law in Hungary, Poland and other EU members; tesmothreats; and Russia’s comeback. Pro-
Europeans used not to be very concerned. In preatactions, the very diverse and often
opposite positions advocated by anti-EU partieseveesource of great reassurance for the
supporters of an ever more integrated and outwaokithg Europe. However, the risks of the
possibility of a high voter turnout among dissa¢édfEuropeans, of a low turnout instead among
the supporters of European integration, and ofesjra alliances among very diverse anti-EU
parties and interests are more real than they éasebeen. As the only body directly elected in
EU as a whole, the European Parliament’s resultsevierberate all over the world, in spite of
the relative diminished importance of Europe. ilt ae very interesting to see how pro-
European forces will organize their campaigns tofremt such challenges. It will be a clash of
ideas revolving around a key dichotomy: intergomeentalism against supranationalism. And,

most importantly, this battle will not be over withe elections. It will be affected, at least sybtl

497 Ibidem
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by different multi-speed integration proposals andnarios. And, almost assuredly, much more

so and more openly in the years ahead.
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Conclusion

As we have seen, it is clear that Brexit is noeaent but a process. Complexity, uncertainty,
and unpredictability have characterized it fromspeng 2016 referendum campaign onward.
The historical, economic, political, legal, socehd cultural realities that have affected it and
that have been impacted by it are countless. Wkatts/formal end result, the way we look at
regional integration and globalization will never the same. Rich and varied avenues of

additional exploration will certainly continue tmerge from the study of Brexit's evolution and
impact.
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