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Executive Summary
· In the passing months, Brexit has been a major topic covered world wide. On June 23rd 2016, a referendum – a vote in which everyone of voting age can take part – was held to decide whether the UK should leave or remain a part of the European Union. The vote was 52%-48%, with 52% of the people wanting Brexit to happen. The referendum turnout was 71.8% with more than 30 million people voting. Following the referendum, David Cameron –former Prime Minister of Britain –  resigned. Taking his place would be Theresa May. (Wheeler, A.H. 2016)
· David Cameron was opposed to the idea of a referendum regarding the Brexit project all together. However, Cameron was faced with growing pressure from the populist right over immigration and Britain’s EU membership. Cameron promised to hold a referendum on leaving the EU if his Conservative Party won the 2015 election. Surprisingly, the Conservatives won by an outright majority in Parliament and Cameron kept his promise. Although Cameron wasn’t in favor of exiting the EU, he allowed other members of his government to campaign on the other side. This created an interesting spectacle, as members of the UK government were campaigning on opposite sides of one of the most important issues of British politics in decades. (Wheeler, A.H. 2016)
· Theresa May, the incoming prime minister, faces the difficult task of trying to maximize UK’s access to the single market in forthcoming negotiations with the EU.
· Britain’s exit from the EU has raised many questions in the passing months; one of the biggest being “What happens next”? The execution of the Brexit project can only happen once Article 50 of the Treaty of Lisbon is formally activated by the United Kingdom (UK). Theresa May revealed that she would trigger Article 50 no later than the end of March 2017. This would imply that Britain should officially leave the EU no later than April 2019.  (What is Article 50, 2016)
· Once Article 50 has been triggered, it gives Britain two years to negotiate an exit deal. Untying Britain from the old membership is not the difficult obstacle to overcome. Creating new negotiations, agreeing a new trade relationship, establishing what tariffs and other barriers to entry are permitted, and agreeing on obligations such as free movement will consist of the real challenge. EU leaders claim that this process could take up to another five years. Negotiations will have to cover customs procedures, passport controls for business travellers and regulation on issues of an environmental, health and safety standards nature. Many of the leaders involved with Brexit would want the simplest terms possible in order to prevent economic harm. However, political leaders say the conditions will be brutal for a strategic reason; the goal will be to discourage other states from leaving the EU. (What is Article 50, 2016)
· Once Britain leaves, they risk losing some of the negotiating power. On the other hand, they would be free to establish their own trade agreements.
· Following Brexit, the UK has to negotiate deals with the EU regarding UK citizens working in the EU, as well as EU citizens living in the UK, etc. Other problems also arise, such as allowing financial service providers to trade across the EU without separate regulatory or capital requirements. 
· Another dilemma that needs to be addressed is the issue of figuring out what will happen to British trade following Brexit. As an EU member, the UK and companies based in the EU can sell their goods freely to customers anywhere else in the EU without those customers having to pay additional taxes to import their goods. Furthermore, British consumers and companies could also import from elsewhere in the EU without tariffs. The EU also has trade agreements with other countries such as Norway, Switzerland, South Africa and South Korea. Leaving the EU would allow the UK to diversify its international links. Following Brexit, UK would have to strike new deals with these countries and EU itself in order to have free trade with them. Past deals showed that negotiations took anywhere from four to ten years. If the UK were unable to reach a deal, they would have to pay tariffs on goods and services it exports into the EU. Currently, UK companies are able to trade with the EU on a tariff free and quota fee basis. During negotiations for a new trade deal, there is nothing preventing the EU from imposing a 5% tariff on all UK car exports. The UK can of course counteract, which is what eventually lead to the suffering of both parties. There is also the risk that the EU will impose quotas, which would limit the amount of goods and services that could be sold into Europe. (Out and down Mapping the impact of Brexit, 2016)
· Many alternative solutions are applicable in helping to form European trade agreements over the next 10 years:  
· A serious focus on maintaining good trade deals
· Also focusing on preventing other EU members from leaving
· Raising tariffs if a EU member decides to leave
· Getting more countries to join the EU
· I would recommend that the EU focus on preventing other EU members from leaving. This is a realistic goal, because if other EU members did leave, they would have to negotiate new deals with the leaving countries which could take multiple years. Furthermore, if enough members left, the Euro would drop drastically. 
Primary Problem
· The primary problem is preventing other EU members from leaving.
· If additional members of the EU were to leave, markets around the world would start to fall. The value of the Euro would drop, and many countries would stop using it within a couple of years. On the other hand, the US dollar would rise, and in all likelihood, so would the Yen, Australian dollar and Canadian dollar. Other European currencies like the Polish Zloty, British Pound and Russian Ruble would remain the same if Europeans started to buy their currencies to get rid of their Euros. Then again, those currencies might crash as well because the stock markets in those countries would also go down. Members leaving the EU would affect all the European markets. (Lee T.B, 2016)
· If markets were to crash, the worldwide economy would eventually recover. However, there would be European regions that would be faced with a recession and a depression for several years. Investors approaching European investments in the aftermath would require a risk premium similar to those of developing nations until trust could be rebuilt. 
· European countries could additionally face either massive unemployment or cuts in wages. 
· Allowing countries to leave would cause major problems such regarding immigration, trade, law, jobs, finance etc.
· For example, following Brexit, Britain can control immigration. This, consequently could lead to European citizens not being allowed to live there. Moreover, because Britain has exited, that would allow them to trade with other major markets such as China or India. 

Secondary Problem
· The secondary problem would be to maintain the relationship once a EU member decides to leave. 
· For example, after Brexit, the EU will only allow the UK to be part of the European single market if it continues to allow EU nationals the unchecked right to live and work in the UK. The UK mentioned that it wants to control “the number of people who come to Britain from Europe”. Both sides want trade to continues after Brexit with the UK seeking a positive outcome for those who wish to trade goods and services. Maintaining a good relationship once an EU member leaves is very important, as it affects jobs, living situations and immigration.
· Many questions have been asked following Brexit: “What happens to UK citizens working in the EU?”, “What happens to EU citizens living in the UK?” (Foster A, 2016)
· One of the main topics following Brexit was immigration. The key issue was whether other EU nations would grand the UK access to the single market, while at the same time being allowed to restrict the rights of EU citizens to live and work in the UK. (Foster A, 2016)
· There are many risks associated to leaving the EU
The EU referendum vote now places a significant cloud over the ability of the UK’s automotive industry to be able to continue to grow at recent rates. Many people believe that certain sectors of the UK economy, such as the automotive sector, might be better equipped to withstand the uncertainty that a Brexit would bring. Other sectors, such as the financial sector, would not. The UK is a sizable market in its own right and a Brexit may create opportunities for locally based car makers. 
The Brexit scenario is certainly worrying many people in the UK automotive industry on a business level. Large companies, including original equipment manufacturers, were particularly opposed to Brexit. Access to EU markets, skilled labour and the ability to influence EU regulations were the most important factors considered while contemplating reasons for staying in.
Car companies in the UK have expressed their concerns regarding the Britain’s leave. Carmakers are pushing for a deal with the EU. They fear that if the UK struggles to retain good access to the EU single market after Brexit, then British car plants risk becoming uncompetitive, leading to lost work on newer models and eventually possible closure. 
Once Article 50 has been triggered, then formal negotiations will begin and they could last up to two years. During these years, these carmakers may be prompted to place important work on model upgrades with their operations elsewhere in the world. Also, if UK’s access to the EU single market after Brexit is deemed to be inadequate by there carmakers, then some of their UK factories could ultimately close because they would be uncompetitive. Car makers believe that British plants owned by overseas carmakers are at the greatest risk of eventual closure if the factories become uneconomic after Brexit.
Leaving the EU creates some significant challenges for the automotive industry in the UK. 
· A good deal of the investment into the UK’s automotive industry by global manufacturers has been based on the UK’s open and free access to all European markets, as well as the UK being an influential member of the EU. Now with Brexit happening, it will be uncertain whether or not the UK will be able to enter EU’s single market. If the UK is to lose the benefits of access to the single market on a tariff free basis, every vehicle and component that is produced in the UK and exported to the EU will be more expensive. (Campbell, 2016)
· The UK will also lose its free trade status with all other countries with which the EU has negotiated free trade deals, unless replacement free trade deals can be reached over the next 2 years. (Campbell, 2016)
· Any restriction to the free movement of people with the EU will create further challenges to an industry which is already suffering from a labour and skills shortage. 
· If volatility continues in exchange rate markets, significant financial implications will arise. While it’s true that the UK’s exports will become less expensive, many of the components required to produce a vehicle are important and will therefore become more expensive. (Campbell, 2016)
For these reasons, it’s expected that Brexit will have a negative impact on the automotive industry, at least for the volume manufacturers unless a new free trade arrangement with the EU can be agreed to quickly. To ensure that the automotive manufactures could grow following Brexit, 3 strategies could be implied. 
· The first strategy that British Automotive Manufacturer’s should employ is boosting its productions by producing high quality goods. This will enable Britain to compete with other industrialized countries more effectively, hence promoting its sales. This will earn the country more national income. Moreover, more national income will ensure that Britain's economy is still strong, despite Brexit.
·  The second thing British Automotive Manufacturer should do is ensure that it extends its operations to the developing countries in the world. This will make Britain the tertiary supplier of most goods in those developing countries, hence allowing to earn more income. This will make Britain remain on the same production and income curve, therefore making the negative effects of Brexit less apparent

· The third strategy that British Automotive Manufacturer can employ is increasing its labor supply. One thing to note is that when Brexit takes place, there will be no free circulation of labor in Britain. This might reduce its production. So for British Automotive Manufacturer to ensure effective production, it should look for alternative sources of labor outside Britain.
Strategy Alternatives
· Automakers could move production elsewhere if the EU imposes tariffs on UK made vehicles.
· British Automotive Manufacturer’s should look for an alternative source of labor, because labor is a very vital component of production which ensures that production take place effectively.
Implementation
Short term (now – 6 months): In the short-term plan, automotive companies with exposures to Brexit can evaluate their potential losses what they may lose if access to the EU free-trade area changes. 
Medium Term (six months – 1 year): In the mid-term plan, as trade negotiations begin, it may be necessary to take on a plan-by-plan assessment of potential implications. This would include supply chain as a result of changing costs of imported parts, depending on your distribution strategy.




















Personal Ethics Statement

Individual Assignment:

By signing this Statement, I am attesting to the fact that I have reviewed the entirety of my attached work and that I have applied all the appropriate rules of quotation and referencing in use at the Telfer School of Management at the University of Ottawa, as well as adhered to the fraud policies outlined in the Academic Regulations in the University’s Undergraduate Studies Calendar. I future attest that I have knowledge of and have respected the “Beware of Plagiarism” brochure found on the Telfer School of Management’s doc-depot site.






_____________________________					______________
Signature								Date






_____________________________					______________
Last Name (print), First Name (print)					Student Number











[bookmark: _GoBack]References: 

1. Wheeler, A. H. (n.d.). Brexit: All you need to know about the UK leaving the EU. Retrieved November 09, 2016, from http://www.bbc.com/news/uk-politics-32810887 
2. What is Article 50? (n.d.). Retrieved November 09, 2016, from http://www.telegraph.co.uk/news/0/what-is-article-50-the-only-explanation-you-need-to-read/ 
3. Out and down Mapping the impact of Brexit. (n.d.). Retrieved November 9, 2016, from http://www.transatlanticbusiness.org/wp-content/uploads/2016/09/Out-and-Down-Mapping-the-Impact-of-Brexit-The-Economist-Intelligence-Unit.pdf 
4. Monaghan, A., & Elliott, L. (2016). British economy begins to show signs of post-Brexit slowdown. Retrieved November 09, 2016, from https://www.theguardian.com/business/2016/jul/28/health-check-of-key-sectors-post-brexit-vote-counter-growth-figure 
5. Life after BREXIT: What are the UK’s options outside the ... (n.d.). Retrieved November 9, 2016, from http://cep.lse.ac.uk/pubs/download/brexit01.pdf 
6. Lee, T. B. (2016). Britain has voted to leave the EU. Here's what happens next. Retrieved November 09, 2016, from http://www.vox.com/2016/6/23/12021222/brexit-what-happens-next 
7. Foster, A. (2016). BREXIT FIRST 100 DAYS: What has happened since the historic vote to LEAVE the EU? Retrieved November 09, 2016, from http://www.express.co.uk/news/politics/679696/Brexit-what-to-expect-first-100-days-if-Britain-votes-to-leave-EU-referendum-2016 
8. Campbell, P. (n.d.). UK car factories face uncertain future after Brexit. Retrieved November 09, 2016, from https://www.ft.com/content/27d7b066-447c-11e6-b22f-79eb4891c97d 
9. Cadman, E. (n.d.). Economists' forecasts: Brexit would damage growth. Retrieved November 09, 2016, from https://www.ft.com/content/1a86ab36-afbe-11e5-b955-1a1d298b6250 
10. Allen, K., Oltermann, P., Borger, J., & Neslen, A. (2015). Brexit – what would happen if Britain left the EU? Retrieved November 09, 2016, from https://www.theguardian.com/politics/2015/may/14/brexit-what-would-happen-if-britain-left-eu-european-union-referendum-uk 
11. @. (2016). A Definitive Guide to the Brexit Negotiations. Retrieved November 09, 2016, from https://hbr.org/2016/08/a-definitive-guide-to-the-brexit-negotiations 
12. Wearden, G. (2016). UK economy up 0.5% since Brexit vote, Nissan to build new Qashqai in Sunderland – as it happened. Retrieved November 09, 2016, from https://www.theguardian.com/business/live/2016/oct/27/uk-gdp-growth-figures-brexit-impact-economy-business-live 
13. Made in Brexited Britain. (n.d.). Retrieved November 09, 2016, from http://www.telegraph.co.uk/business/2016/06/28/made-in-brexited-britain---how-the-referendum-will-impact-manufa/ 



12

