Brexit.  

E.U. DEBATE- MORE LIGHT - LESS HEAT!
 
 So the UK Electorate has decided to leave the EU.

Well 52% have, leaving 48% of those that voted feeling very frustrated especially in light of the many claims made by the Leave Camp that now appear to be in dispute.

So far both sides have created more heat than light and the economic arguments of both have contributed more to confusion as opposed to clarification.

What needs to happen in the coming days, weeks and months is some calm reflection on why we are now in this position and what needs to be done by Politicians on both sides of the house.

First, it needs to be recognised, by all politicians, that the Referendum was more an opportunity for a protest vote against the Westminster Political elite than a vote to remain or leave the EU. 

It seems that the electorate were influenced more by the border control and immigration issues than the economic consequences of a vote to leave.

 The claims and counter claims of economic disaster were rejected in favour of regaining control over our borders and our parliamentary democracy.

Second, all parties now need to communicate more FACTS about the situation the country now faces what I call MORE LIGHT and LESS HEAT. This includes the leader of the SNP whose activities are more akin to throwing fuel on a fire that is already showing signs of being out of control.

So what are the FACTS that need urgent consideration and where should the focus of our leading Politicians be?

In my opinion the key issues are as follows:

1. The EU single market.
 
The EU as an economic unit of value to the UK needs to be seen in a bigger perspective.

A population of 508 million in 28 countries generates a GDP of c.£12.6 trillion BUT the UK represents over £2 trillion of this total and exports £229 Billion which is less than 2% of the total ! 
The EU market may be big but UK’s export share of it is relatively small and future growth prospects within the EU are limited when compared to opportunities with the rest of the world. 
In terms of exports from the EU to the UK, c.£280 billion is purchased by the UK so in reality the EU needs the UK more ,with a current deficit of over £50 billion in favour of the UK.

With regard to setting up new trading agreements it is not necessary to seek agreements with all 27 remaining EU countries. The top ten countries (excluding the UK) represent nearly 90%of EU GDP. 
Germany (25%), France (18%), Italy (13.5%) ,Spain (9%) and Netherlands (5.6%) are the leading countries where the UK has strong links and these should be the priority for the new Brexit negotiating teams.
 
2. Immigration and Border Control.

It appears that uncontrolled migration and long term austerity programmes over the last 6 years were a major factor in the decisions of the leave vote. The Tory promise of reducing immigration to tens of thousands has not been realised and is unlikely to be achieved anytime soon and the emergence of zero hours contracts and the low wage expectation of migrants has contributed to the negative feelings of many.
The pressure of the increased population on the UK infrastructure; housing, education and health services has now reached crisis point and this will be a major issue for discussion by the Brexit negotiating team.

Controlled immigration along the lines of an Australian points based system seems to be the most appropriate method of recruiting people who can not only fill skilled vacancies but also make a positive contribution to UK PLC.

What is more important, however, is that a new focus on training and education should be a top priority with 865,000 18-24 year olds in the UK now described as NEETS (young people Not in Education, Employment or Training).
If half of these were to be suitably trained then net immigration could be reduced to the tens of thousands promised.
A more robust apprenticeship scheme for the transport and logistics industry could provide an entry ticket for many of the NEETS.

This issue of Youth unemployment should be of great concern as 21.6 % of 18-24 year olds in the EU are unemployed. This compares to 13.4% in the UK and 6.9% in Germany.
 
Greece 48.9%,Spain 45.3%, Italy 39.1%, France 24.6% , Belgium 25% only serve to highlight the economic crisis currently affecting the youth  of the E.U. and providing a remedy for this is one of the biggest challenges facing these countries.

A final comment on Immigration and Border Control from the 2016 CEEMEA Business Group Report states, “ the fiscal cost of migration is hardly ever discussed but investigations from public sources suggest that 100,000 migrants can cost a government one billion Euros per year. The German budget in 2015 allocated €15 billion for migration purposes after receiving over 1 million migrants “.

If this is true then controlled immigration is a top priority for the new UK government.


3. Election of new Government and Opposition.

The timing for implementing Article 50 for leaving the EU is in the hands of the UK government. What is missing, however, is a competent, qualified team of politicians capable of forming a government and an effective Opposition!
The UK is fortunate in having a very capable civil service who will keep the wheels turning until a new administration is created and this should ensure that any further shocks to the system are kept to a minimum.
The fact of the matter is that the UK has 2 years to negotiate our exit from the date of implementing Article 50, therefore there should be a calm, controlled means of communication and negotiation with our EU partners and this can be conducted from a position of strength.
The basis of the UK economy is strong, the FTSE 100 has seen a recovery above the 6,500 mark and the devaluation of the pound will be of great interest to the many manufacturers who export both to the EU and the rest of the world.
If we can take any comfort from the current situation it appears that if the populations of Europe were allowed a free vote today the EU and the Eurozone would be finished tomorrow.

We should therefore stop any more discussion regarding a second referendum or a general election and concentrate on the job in hand and that is to leave the constraints of the EU and forge a new way of governing the UK in the most effective way possible to the advantage of the many and not the few.

4. UK Strengths and Opportunities.

The UK has many leading brands in many industries that the rest of the world wants and needs and we are a leading country in international services and that will not change materially in my opinion.

World Trade Organisation statistics for 2015 show that total merchandise exports from WTO members was $18 trillion. Put in perspective UK exports to the EU of £229billion ($302bn) represents just 1.7% of worldwide merchandise exports therefore there is an enormous opportunity for further export growth outside of the EU and America should be the priority for our first trade deal.

 
There is a lot to be proud about and a lot to build on regardless of the outcome of the referendum and we should all focus on maintaining high quality products and services as that will be the basis on which future prosperity will be decided.

Other opportunities should include stopping projects such as the £25billion Hinckley C Nuclear Project, the £70 billion HS2 rail link and the £25 billion Heathrow 3rd Runway.
These projects can be replaced by developing Gatwick and the Greater Northern transport links connecting Liverpool to Manchester, Sheffield, Leeds and Newcastle. The Northern Power House concept can become a reality and spread more of the infrastructure investment away from the South and South East.
I am sure that decisions such as these will be of great interest to readers of Motor Transport as many UK Transport operators would be the beneficiaries of increased infrastructure spend.

By opting out of the EU planning for housing could be easier as the EU procurement rules “OJEU” can be dropped. New modular techniques and materials can be used to build the 250,000 new houses a year that are urgently required and this programme will ensure continued employment especially of the more vocational skills and give a boost to the construction industry that has been the immediate victim of the Brexit vote.

Conclusion and Consequences for the UK Road Transport Industry.
Economic outlook.
There is a range of forecasts regarding the future economic outlook for the UK.
The worst case is -2.2% to the best case +1.6%. A more realistic forecast range is likely to -0.8% to + 0.6%. Whichever it is there is going to be continued uncertainty in the UK economy for the next 2/3 years at least.
This will affect the movement of goods as the expected +2% growth will not be realised and forecasts for the sale of HGV’s are considering a market reduction from 46.000 units to 42,000 units.
The ability of the Governments Brexit negotiating team will determine the extent to which the UK slides into recession but that is very much in the balance right now.
Legislation.
The EU’s powers over the UK road transport have been wide ranging, including Drivers CPC, working time directive, vehicle emissions, noise pollution, cabotage policy.
Many of these regulations have now been incorporated into UK law and are unlikely to be changed in the short to medium term.
As most of new UK HGV vehicles are manufactured by EU manufacturers it is almost certain that EU vehicle standards will be maintained. A bigger issue is the cost of importing vehicles into the UK as a 10% reduction in the value of £:€ will at some stage see an increase in both new vehicle and parts prices.
Employment.
The UK transport industry currently relies heavily on immigration for its workforce in particular drivers and warehouse staff. It is estimated that 3 million EU workers are employed in the UK and if c.8% are employed in the transport and logistics sector then some 240,000 people could be affected.
The best that can be hoped for is that an amnesty can be agreed for those people currently employed to stay in the UK. This will be an important part of the free trade negotiations. This will make it even more important to focus on the 875,000 NEETS as potential replacements but again this will not happen in the short to medium term.
The RHA, FTA and the SMMT will need to increase their lobbying of Government in order to make sure that the industry’s voice is heard and negotiations can be influenced by these factors.

Fuel.
UK oil is purchased in dollars and this will have an immediate effect on fuel prices. UK transport has experienced significant volatility in fuel prices over the last 6-8 years and have the mechanisms for handling this aspect of business. It will be important however, for operators to check their fuel escalator terms and conditions. 

In conclusion the coming weeks and months will be a real test of political and commercial leadership at both a local and national level. Much will depend on the success of the negotiations on free trade and movement of people. One thing is for sure is that the UK transport industry is going to see a massive change in our relationship with the EU over the next 2-3 years and we must not assume that the Brexit negotiating team will have the requisite knowledge of the key issues . The press, the trade associations, the operators and the supply side of the industry must make sure that their voice is heard.

