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The European Union and Its Objectives

After the Second World War, there was a strong desire to prevent another war in Europe by creating such 
strong links in Europe (between Germany and France, in particular), that they would never attack each other 
again.  Influential politicians from both countries proposed to create, via a series of achievable steps, a “United 
States of Europe” with France and Germany at its core. 

The first step, the European Coal and Steel Community (“ECSC”), established a common market between 
France, West Germany, Belgium, Netherlands, Italy and Luxembourg for coal and steel.  This was a supranational 
organisation based on international law.  However, supra-nationalism was not universally supported and two 
other proposed communities, a European Defence Community and a European Political Community were 
rejected and the widening of trading relations became the primary mechanism for achieving the goal of political union.   

In the next step, the six ESCS countries established the European Economic Community (“EEC”).  This was 
to work towards a Single Market, with the free movement of labour, goods and capital between member 
countries, with free trade between themselves and common tariff barriers against imports from the rest of the 
world.  For this to work properly, common standards and procedures were necessary and a bureaucracy was 
created in Brussels to propose and police the required regulations. 

Britain joined the EEC in 1973 and a steady stream of later joiners has grown the community to the 28 states 
listed in Appendix 1.  

The fall of the Berlin Wall in 1989 was a pivotal moment as it made possible the re-unification of East and West 
Germany.  Re-unification was resisted by France which did not want to be dominated by an enlarged Germany.  
However, in a secret deal, France agreed to accept reunification so long as Germany agreed to accept immediate 
monetary union based on a new currency, the “Euro”.  

Other steps towards political union have included:

• Renaming the EEC the “European Union”;

• The creation of embryonic institutions for a European State, such as a European Parliament, Euro-
pean citizenship and a border-free zone for internal travel;

• Shared security arrangements;

• The introduction of a common foreign policy and external representative;

• A swathe of common social and environmental legislation. 

How Successful Has the EU Been in Meeting Its Objectives?

The EU’s primary objective is to ensure peace in Europe and there are four crucial factors for peace in 
democracies: 

• Economic prosperity and stability;

• States not interfering in the internal affairs of other states;

• Government via legitimate mandate;

• Clear and respected laws and legal systems.

Economic Prosperity and Stability - the Euro

Introduction of the Euro without a political and fiscal union was a serious mistake.

Normally, currencies fluctuate according to the soundness of the issuing country’s economy but, because 
German budget surpluses offset deficits elsewhere, interest rates across the whole Eurozone were initially low.  
The result was a consumer borrowing boom in Greece and property bubbles in Spain, Portugal and Ireland 
financed by cheap borrowing.  When the world financial crisis hit, all of these countries had unsustainable debts 
which they could neither repay nor refinance.

At this point they sought help from the EU but, in the absence of a political and fiscal union, there was no bailout 
system.  Instead, each country was supposed to manage its national budget “prudently” and was responsible 
for its own debts.  The countries needing assistance were eventually given help but only if they implemented 
draconian austerity measures imposed on them by (effectively) Germany.
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The resulting hardship provoked changes of government in Greece, Ireland, France, Italy, Portugal, Spain, 
Slovenia, Slovakia and the Netherlands.  Violent anti-German feeling in Greece reached such a level in 2011 that 
it revived old grievances from WW2.

Country Debt to GDP % 2Q 
2015

Unemployment % 
Dec 2015

Youth 
Unemployment % 

Dec 2015

Greece 168 24.5 48.6

Italy 136 11.4 37.9

Portugal 129 11.8 31

Spain 98 20.8 46

Cyprus 110 15.7 31.7

Ireland 102 8.8 19.2

France 98 10.2 25.9

For comparison:

UK 89 5.1 13.5

Germany 72 4.5 7

Table 1: Debt and unemployment in certain EU Countries compared to the UK and Germany

The Euro crisis has still not been resolved, only deferred.  As Table 1 shows, several Eurozone countries, including 
France, still have extremely high national debts and youth unemployment rates.  The botched introduction of 
the Euro reduced economic prosperity and stability in these EU countries and increased tensions across the 
continent.  

Economic Prosperity and Stability - Trade

The secondary objective of the European Union is to increase the prosperity of its members via free trade.  
Table 2 below contains some simple economic statistics comparing the EU to the rest of the world.

Country/Area Population (m) 2015 GDP ($Bn)
GDP Growth Rate 

P.A.(10 years to 
2014)

EU Countries 505 18,000 1%

USA 319 18,000 2%

China 1,370 11,400 9.5%

India 1,260 2,200 7.5%

Rest of the World 3,846 31,000 4%
   

Table 2: EU compared to the rest of the world

What the table says is that the EU is in relative decline compared to the rest of the world.

Since the financial crisis of 1Q 2008, gross output in the EU has fallen by 2.2% whilst that in the USA has risen 
by 8.4%, in India by 32% and China by 70%.  In that short period, China grew its economy by the equivalent of 
the entire economies of France and Italy put together.  

The EU still accounts for one third of all world trade but it is inward-looking and pre-occupied with the struggle 
to create a “United States of Europe” whilst the world around it is changing rapidly and leaving Europe behind.  
Better transport links, multinational companies and the internet have created global markets.  Manufacturing 
has largely shifted to low wage economies in Asia.
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Europe is uncompetitive and there is a fundamental fault line running through the EU about how to react.  
Eleven countries, led by the UK, argue that we have to open our markets to full competition while 16 other 
countries, led by France, argue for the protection of jobs in inefficient industries via public ownership, workers’ 
rights legislation and trade barriers to restrict competition.  The in-built majority for protectionism works 
against economic prosperity.       

Interference in the Affairs of Other States - Immigration

The free movement of labour is, up to a point, a good thing.  Efficiency and prosperity is improved by allowing 
workers to go to wherever is the greatest demand for their services.  Between countries with similar living 
standards, the numbers moving either way will probably be roughly equal.

As Appendix 1 shows, the living standards (GDP per head) of the original EEC members were fairly similar and 
the free movement of workers between these countries worked well.  However, the living standards in newer 
joiners such as Poland, Hungary, Romania and Bulgaria were much lower and this resulted in large-scale, one-
way migrations from east to west.  The sheer scale of these migrations raised social tensions.   

The problem turned into a crisis in 2015 when huge numbers of war refugees and economic migrants from 
Africa and Asia came to Europe seeking a better life.

Under international law, Europe must help asylum seekers whose lives are at risk but the current numbers (1 
million in 2015 alone) are unsustainable.  The EU lost control when Germany unilaterally announced that it 
would welcome unlimited numbers of asylum seekers.  In reaction to the resulting flood of humanity pouring 
across Europe, the EU is now attempting to impose immigration “quotas” on unwilling member states.  Various 
countries have broken ranks and unilaterally re-introduced border controls.

This is a second major way in which the EU has created dangerous friction between its members.  

Interference in the Affairs of Other States - Relations with Russia

When the Berlin Wall fell in 1989, Mikhail Gorbachev of Russia and Chancellor Kohl of West Germany reached 
an understanding that the re-unification of East and West Germany could go ahead so long as Ukraine, Latvia, 
Estonia and Lithuania remained within Russia’s sphere of influence.  That understanding was not honoured.

Russia sees the EU (and NATO) policy of admitting more and more ex-members of the Soviet Union, as a 
threat to its security.  Matters came to a head when Ukraine applied for EU membership.  This led to a shooting 
war in Ukraine and a serious deterioration in relations between Russia and the West.  

Continued eastward expansion of the EU has the potential to trigger a full-scale confrontation between the 
EU, NATO and Russia and is a serious threat to peace in Europe.  Russia has resumed sending planes and 
submarines to Britain to test our defences just as it did in the Cold War. 

Government Without Legitimate Mandate - Ignoring the Views of Voters 

EU treaty changes have to be approved by all member states but there is a track record of bulldozing through 
changes against the wishes of national electorates.

For example, when an EU Constitution was drawn up in 2005, it was rejected by referenda in France and 
Holland.  Instead of being abandoned, the constitution was simply incorporated into the Treaty of Lisbon in 
2008.  This time, it was rejected by an Irish referendum but the Irish were given small concessions and made 
to vote again in 2009.  All three main parties in the UK 2005 general election, promised a UK referendum on 
the Lisbon treaty but, once the Irish had voted “No”, and it was clear that the result would be the same in the 
UK, these manifesto promises were quietly dropped and there was no UK referendum.

These “No” votes, and the subsequent rise of eurosceptic and anti-immigration parties in the UK, France and 
Germany, demonstrate that the EU is governing without a legitimate democratic mandate.  
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Government Without Legitimate Mandate - Accountability for Expenditure

The American War of Independence was based on the resistance of Americans to taxes which they felt were 
unfair.  In the EU, nine countries contribute a net total of 50 billion Euros pa, with the UK being the second 
largest contributor at 11.1 billion (19.6 billion gross less 4.3 billion rebate less 4.2 billion in EU payments and 
grants to the UK). 

This money is effectively a 40 billion pa transfer of wealth from the richer European states to the poorer ones 
plus about 6.5 billion p.a. to pay for the administration of the whole process.  The massive subsidisation of 
(primarily) ex-Soviet Union states was not part of the original vision for the EU and the explicit approval of 
voters in the donor states has never been sought. 

Diagram 1: EU Budget 2016 (Billions of Euros pa)

The EU expenditure on administration is wasteful.  The European Parliament, for example, meets in Strasbourg 
for three days a week and Brussels for the rest of the time.  It costs £1,300 million p.a. to run, compared to 
£500m p.a. for the UK Houses of Commons and Lords combined.

All proceedings of the EU are translated into 25 languages instead of just English, French and German.  They 
are even translated into Maltese despite the fact that the population of Malta is only half a million people, 90% 
of whom speak English.  There are 55,000 people employed by the EU, 10,000 of whom earn more than the 
UK Prime Minister.

Voters are completely unable to hold the EU to account for this expenditure.  In 2013, the UK, which was 
cutting its own budgets sharply, persuaded the European Council to cut the EU budget by £2,000 million pa.  
The European Parliament simply reversed the cuts the following year.  

It is “taxation without representation” on a grand scale.

Germany   16.0
UK   11.0

France     9.0
Italy     4.5

Netherlands     4.0
Sweden     2.5
Austria     1.5

Denmark    1.5
Finland     0.5

Total Net Contributions 50.5

Poland   12.0
Greece     5.0
Hungary    5.0
Portugal    4.0
Romania    4.0

Czech Republic    3.0
Spain    2.5

Belgium    2.0
Lithuania   1.5

Luxembourg   1.5
Slovakia   1.0
Bulgaria   1.0
Estonia   1.0
Latvia   0.5

Total Net Receipts   44.0

Administration 6.5
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Government Without Legitimate Mandate - Welfare Benefits

Appendix 2 compares the generosity of the welfare systems in the different countries of the EU.  The wealthier 
countries spend up to five times as much per head as the poorer countries, even after taking into account 
relative purchasing power.

EU members are not allowed to discriminate between their own citizens and those of other EU countries.  So, 
a Pole whose welfare benefits at home would be worth £3,411 pa is entitled to £10,532 pa if he moves to the 
UK despite never having contributed to the UK benefit system. 

Compared to other EU countries, the UK has particularly high rates of benefit for low paid workers (e.g. Tax 
Credits) and fewer restrictions for access.  To prevent this discrepancy creating a “pull factor” to the UK, David 
Cameron proposed that there should be a delay of 4 years before entitlement to benefits began for immigrants 
and that Child Benefits should not be payable for children living outside the UK in their country of birth. 

The EU rejected this proposal and Cameron unwisely accepted a watered down arrangement whereby 
immigrants’ entitlement to benefits will be phased in over 4 years and Child Benefit for children living abroad 
will be paid at the local rate for the relevant country.   
     
The administration of this arrangement will be a nightmare.  The costs of the changes to the DSS computer 
systems to administer Child Benefit payments at 28 different rates and in multiple currencies will wipe out the 
savings and the continuing potential for fraudulent claims for non-existent children living abroad is obvious.

The UK social security systems were designed to provide a “safety net” for the citizens of this country.  There 
is cross-party support in the UK to end benefits tourism but it cannot be done while we remain in the EU.

Government Without Legitimate Mandate - the European Council

The main decision-making forum in the EU is the European Council, where the 28 heads of government meet 
quarterly to agree overall political direction and priorities.  Agreements can be reached by qualified majority 
voting.  Approval requires at least 55% of the states to vote in favour (16 out of 28) and those states must 
represent at least 65% of the population.  This arrangement gives Germany the decisive vote.

Diagram 2: Germany holds the decisive vote on the European Council

As indicated earlier, the 28 EU member states split into two blocks - 11 countries (25.5% of the population) 
who favour open markets and full competition, and 16 (58.5% of the population) who favour state intervention, 
public ownership and protectionism.  

Open Market States

UK
Netherlands
Czech Republic
Sweden
Denmark
Finland
Slovakia
Ireland
Lithuania
Latvia
Estonia

11 States
25.5% of Population

Protectionist States

France
Italy
Spain
Poland
Romania
Belgium
Greece
Portugal

Hungary
Austria
Bulgaria
Croatia
Slovenia
Cyprus
Luxembourg
Malta

16 States
58.5% of Population

Germany

1 State 

16% of Population
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So long as Germany votes with the protectionist states, they have an automatic majority.  However, if the 
UK, backed up by the Netherlands, Ireland and the Nordic states, can win the support of Germany, the free-
marketeers can block the more extreme proposals of the protectionist states.  Germany therefore holds the 
decisive vote in all Council decisions.

All proposals by the UK or the other open market states can be blocked by the protectionist countries with 
or without the support of Germany.  (That is why the idea of the UK “reforming the EU from within” is a 
complete non-starter.) 

In practice, Council decisions are frequently reached by “consensus” after secret inter-country deals about 
unrelated topics, a good example being the French-German deal mentioned earlier about German reunification 
and the Euro.  During the negotiations leading up to this referendum, for example, David Cameron was 
pressured to put UK troops into Poland to help ward off the threat of a Russian invasion and Greece threatened 
to veto the whole deal unless it received more financial support to deal with the immigration crisis.     

The UK’s lack of clout in the EU (completely out of line with its status as the second largest financial contributor), 
was starkly demonstrated by the very limited concessions that Cameron was able to achieve.  

Government Without Legitimate Mandate - the European Parliament

The European Parliament has electors in 28 countries who speak 25 different languages.  There are no Europe-
wide newspapers or TV channels and there are very different political histories and cultures in each country.  
It is impossible to have Europe-wide election “political campaigns” in any normal sense of the word and voting 
is organised on a national basis with proportional representation.

The result is that the 751 members of the parliament come from 189 different national parties, ranging from 
the Basque Separatists to the Democratic Party of the Pensioners of Slovenia.  Many of the parties have next 
to nothing in common with each other but, as shown in Appendix 3, they form themselves into loose coalitions 
called “party groups” spanning the political spectrum from the GUE/NGL group on the Communist/Radical 
Left wing to the ENF on the Far Right.

No party group has a majority so not only do the national parties within each group have to do deals with each 
other to arrive at a party group consensus but then the groups themselves have to horse trade with each other 
to form inter-group coalitions.  

In the UK referendum of 2011, voters decisively rejected the idea of proportional representation because they 
disliked political “fudge” and preferred the clarity of First-Past-The Post voting, where the winning party has a 
mandate to undertake a defined action plan.

The European Parliament is the absolute antithesis of this concept.  Voters do not understand what it is doing 
and turnout has fallen at every single election since it was established.  At the 2014 election, the overall turnout 
was down to 43% and was only 13% in the worst country, Slovakia. 

The European Parliament clearly does not have a legitimate mandate.  This matters a great deal because, while 
it is currently fairly toothless, it will become the centre of power in Europe in the event of a political union and 
Westminster will be as irrelevant as the current Welsh Assembly.

Clear and Respected Laws and Legal Systems - European Court of Justice

The European Court of Justice (“ECJ”) is a supranational court set up at the same time as the European Coal 
and Steel Community.  Its purpose is to enforce EU treaties and resolve disputes between the EU and member 
states.

If EU decisions violate the treaties on which the EU is based, the court can annul them.  For this reason, David 
Cameron wanted the deal he negotiated for the UK to be incorporated as a treaty change.  However, this 
would have required referenda in several states and the other leaders would not agree.  Should a court case 
arising from the UK’s deal go to the ECJ, it is quite likely that the court will base its ruling on the treaties as 
they stand and set aside the deal if there is a conflict.

The political illegitimacy of the EU has created a vicious circle.   The EU is a supranational organisation whose 
legality rests on international treaties policed by the ECJ.  Many EU member states can only agree treaty 
changes via referenda.  Because the EU does not have political legitimacy, several referenda have failed in the 
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past so the EU avoids treaty changes.  The ECJ interprets the treaties as they stand so the status of EU law is 
confused. 

The UK’s EU referendum is based on a deal which our Prime Minister says is irrevocable and legally binding but 
his Lord Chancellor (the UK’s chief law officer) disagrees with him.  You couldn’t make it up. 

Clear and Respected Laws and Legal Systems - European Court of Human Rights

The European Court of Human Rights (“ECHR”) is not an EU organisation.  It was created in 1959 to ensure 
that states which had signed the European Convention on Human Rights complied with their obligations.

These obligations are broad brush and the court has taken an increasingly wide interpretation of them with the 
result that more and more cases have been appealed from national courts to the ECHR, which currently has 
a backlog of 150,000 cases. 

Unfortunately, the EU Treaty of Nice bound all member states to respect the European Convention on Human 
Rights by treaty.  Since the ECJ exists to interpret all EU treaties, this led to the ECJ also making rulings on 
human rights issues and a turf war broke out between the ECJ and the ECHR.

To resolve it, the EU heads of state declared in Treaty of Lisbon in 2009 that the EU would be subject to the 
ECHR on all human rights issues.  To their amazement, the ECJ then declared this agreement invalid because 
it was the supreme court on all EU issues, including human rights issues.  The crisis of judicial legitimacy at the 
heart of the EU remains.  Once again, you couldn’t make it up.

The UK government has been repeatedly frustrated in its attempts to deal with illegal immigrants and terrorists 
by appeals to the ECHR which have dragged on for years.

The UK believes that the court has extended its remit far beyond the intent of the original convention.  
It would like to pass a British Bill of Rights and Responsibilities and make the UK Supreme Court the final 
arbiter for all UK human rights issues, with ECHR rulings being purely advisory.  Despite widespread public 
support for action to prevent the abuse of human rights legislation, while the UK remains in the EU, and the 
ECJ is the supreme court on all EU issues, including human rights, the UK is stymied and cannot act.     

In summary, the EU has:

• Damaged economic prosperity via the botched Euro;

• Damaged prosperity via protectionist policies;

• Created friction between states by mismanaging immigration into and around Europe;

• Revived the Cold War with Russia by over-expanding eastwards;

• Governed without legitimacy by: 

 -  Discounting the wishes of voters by avoiding referenda and ignoring “No” votes;

 -  Taxing and spending without consultation; 

 -  Having opaque and unfair decision-making processes.

• Brought the law into disrepute and hampered effective action against terrorism.    

  
Far from promoting peace, all of these issues are serious threats to stability.
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Reduced Protectionism

A recent Bank of England report referenced a series of studies of the costs and benefits which mostly put the 
net impact at somewhere between +/- 5% of GDP per annum, with roughly similar numbers of positive and 
negative estimates.

Patrick Minford, Professor of Applied Economics at Cardiff University, argues as follows across the three broad 
sectors of the economy: 

• Agriculture.  Here, the most efficient world producers are those like China, the USA and Aus-
tralia with the right climate, lots of land and low cost labour. The EU operates a common external 
tariff barrier to keep food prices in Europe above world prices in order to protect European farm-
ers.  This protection comes at the expense of European consumers, who have to pay more for 
their food.  The UK is a big net importer of food so UK consumers subsidise European farmers.  
The estimated cost to the UK economy is 0.5% of GDP.

• Manufacturing.  The most efficient world manufacturers are in low cost labour countries like 
China and India.  The UK has exited most of the manufacturing sectors where it cannot compete 
and is now focused on specialised high-technology areas.  Much of the rest of Europe is still trying 
to protect uncompetitive low-technology manufacturers via tariffs and other trade barriers.  As 
with agriculture, this means that European consumers lose out and, since the UK is a large net 
importer of manufactured goods, UK consumers in particular are paying a high price to protect 
inefficient manufacturers in the rest of Europe.  The estimated cost to the UK economy is 3.5% of 
GDP.

• Services.  The UK is one of the most efficient providers of services in the world.  Europe (in 
order to protect itself from the UK) does not have a single market in services so there is no cost 
to the UK economy.  

Professor Minford argues that, if the UK left the EU, it would benefit by 4% of GDP.  Actually, he puts the 
benefit much higher as he would also add in our EU net contributions (0.5% pa), his estimate of the costs of 
EU social welfare legislation (6%-25% pa) and our likely future share of bailing out the insolvent state pension 
schemes in Germany, France and Italy (2%-9% pa).      

The Common Fisheries Policy is a good specific example of EU damage to the UK.

Before we joined, there were plentiful fish in the seas around the UK.  Once in, however, France and Spain (who 
were able to outvote the UK) put the short term commercial interests of their national fishing fleets ahead 
of the common good and allowed fish stocks around the whole of Europe to be badly depleted.   The EU now 
pays Mauritius £50 million pa for the right for 34 French factory ships to ravage its stocks instead, equating to 
an EU subsidy of £1.5m pa per ship.  

By contrast, fish stocks in Iceland and Norway, which never joined the EU, are still healthy because these 
countries were free to manage their stocks rationally.

Less Red Tape

Because the main objective of the EU is a political union, much of its legislation is about “harmonisation” 
between countries and goes far beyond that required to ensure fair trade.

This legislation affects the whole of the UK economy, not just those organisations exporting to Europe.  Exports 
to Europe account for only 12% of the UK GDP but the remaining 88% of the economy is forced to comply.  A 
good example of the resulting collateral damage was the impact on the NHS of the Working Time Directive.  

Many Brussels regulations are perfectly sensible, particularly those related to competition policy and consumer 
protection, but some are ridiculous (gender neutral pension annuities), some arguably against UK interests 
(financial services legislation in excess of Basel 111, which could weaken the City of London’s competitiveness 
internationally), some misguided (GM foods, regulation of pesticides by hazard rather than risk), some too 
heavy-handed (health & safety legislation for small companies in low risk sectors, Waste Framework Directive 
for SME’s carrying only their own non-hazardous waste) and some a matter for the UK only (quotas for women 
on boards, the Working Time Directive and the Agency Workers Directive). 

If we left the EU, companies wishing to export to Europe would have to comply with the relevant regulations (as 
they do for all other markets) but the amount of red tape applying to the rest of the economy could be reduced. 
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Better Democracy 

In reality, despite all the arguments about jobs and prosperity, whether the UK would be better off in or out 
of Europe is a political rather than an economic question. 

The Westminster Parliament has vastly greater political legitimacy than the European Parliament but already 
about 50% of its legislation is now forced on it by Brussels.

Outside the EU, the UK would be able to re-assert the primacy of Westminster.  This is particularly important 
for decisions about committing our armed forces to war.  Under a political union, they would become part of 
a European Armed Force under the control of Brussels and the European Parliament and could be committed 
to fight without our approval.  

Regaining Control of our Borders

As a member of the EU, the UK is unable to prevent large numbers of economic migrants coming to Britain 
from the poorer countries in the east of Europe.  This has caused social tensions, forcing the government 
to constrain immigration from countries outside the EU.  The result has been to squeeze out highly skilled 
immigrants, such as international students wishing to attend UK universities, who are precisely the sort of 
young and talented people that this country should welcome.

Outside the EU, we would be able to retake control of our borders.  We would be free from the risk of Turkey 
joining the EU.  Turkey has a population of 75 million and average living standards about one quarter of those in 
the UK.  Its accession would result in a huge, uncontrolled migration to western European countries (including 
the UK) equivalent to that which has already occurred from Poland, the Czech Republic, Romania and Hungary 
combined.  

Managed economic immigration of up to, say, 100,000 pa would be beneficial in giving access to key skills and 
offsetting the negative economic effects of what would otherwise be a slowly declining population.  It would 
also enrich the cultural life of the UK.  We could continue to provide asylum to war refugees but at a level 
where we could provide proper support and free of the risk of “quotas” being imposed by Brussels.    

Greater Security

Outside the EU, the UK would be able to regain control over human rights legislation and deal more effectively 
with abuse of our laws by terrorists and criminals. 

The UK would be better off leaving the EU whether we gain or lose economically.  Proper, legitimate democratic 
government and full control of our population, security and armed forces completely outweighs any financial 
consideration. 
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In the short term, a vote to leave would create considerable uncertainty.  David Cameron would probably 
resign.  Inward investment into the UK would probably reduce for 2-3 years until the terms of exit had been 
negotiated with the EU.  Sterling would fall on the money markets, the UK’s credit rating would be cut and 
interest rates and inflation would rise, causing an economic slowdown and a rise in unemployment.  Higher 
interest rates would burst the housing bubble that has developed in London and the South East and hamper 
the government’s efforts to get the national debt under control.  Taxes would probably have to increase for a 
couple of years to plug the gap.

How Bad Could It Get?

The actual process of leaving would be for the UK to give notice that it was leaving under Article 50 of the 
Treaty of Lisbon.

This would initiate a two-year period of negotiation.  These negotiations might be hostile as a number of 
member states, like Denmark, fear that their own voters would also like an in/out referendum.  Their concern 
is that a snowball effect could develop, leading to a collapse of the whole “European Project”.  There will 
therefore be pressure to ensure that the terms for a UK exit are unattractive.

A good starting point to understand the actual likely the impact is the trade data in Table 3 below.

£Bn p.a. EU 
Goods

EU 
Services

EU Total 
Trade

Non-EU 
Goods

Non-EU 
Services

Non-EU 
Total 
Trade

Overall 
Total 
Trade

Exports 145 82 227 150 131 281 508

Imports -225 -63 -288 -185 -68 -253 -541

Trade 
Balance -80 19 -61 -35 63 28 -33

Table 3: UK trade data (£billion pa) 2014

What this shows is that:

• EU services plus Non-EU goods & services represent about 70% of UK exports.  This trade is 
conducted without any special trade agreements under World Trade Organisation rules;

• There is a large deficit (£61 billion pa) on our trade with the EU and a positive balance (£28 billion 
pa) on our trade with the rest of the world;

• The EU has declined from 55% of UK total exports 10 years ago to only 45% now.

The dire warnings that we would be “out in the cold” and “unable to access world and EU markets” if we left 
the EU are nonsense since the fastest growing and most profitable 70% of our trade already takes place without 
special trade agreements.

What is more, the remaining 30% of our trade (EU goods) is where we have the greatest deficit and the faster 
we rebalance our exports away from Europe, the better off we will be.

Imposition of “punitive” tariffs by the EU on this trade would be matched by UK tariffs on EU exports.  Both 
sides lose out from protectionism and any desire to make the UK suffer would be constrained by WTO rules 
as well as various national self-interests.  For example, German car manufacturers would lobby hard to avoid 
tariffs on cars.  Tariffs are, in any case, not an insurmountable barrier.  Sterling regularly fluctuates by more than 
10% against the Euro and would fall by at least that amount on the announcement of Brexit. 

In reality, the risk if we left the EU would be for 2-4 years of uncertainty and, possibly, a recession similar to 
that in 2008/9.  After that, the existing trend of UK trade shifting away from Europe to the rest of the world 
would probably accelerate and our economy would probably grow marginally faster than if we had remained 
in the EU. 
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The Institute of Economic Affairs ran a competition in 2014 for the best analysis of how Britain should handle 
an exit from the EU.  The winning entry made the following points:

• Since the UK signed all the EU’s Free Trade Agreements with the rest of the world in its own 
right, those agreements should continue to apply if we left the EU;

• Countries like Switzerland and New Zealand, both smaller than the UK and both living in the 
shadow of a larger trading bloc, have free trade agreements (“FTA’s”) with more countries than 
the EU and both are growing faster than the EU.  There should be nothing to stop the UK doing 
the same and the study’s suggested priorities for the negotiation of new FTA’s were China, Russia, 
Argentina, Australia, Brazil, India, South Korea and the USA;

• In order to get as amicable an overall deal with the EU as possible, the UK could agree to a 
phasing out period for its EU contributions and could agree to grant EU citizens already in the UK 
indefinite leave to remain in exchange for UK citizens living in Europe having the right to remain 
there; 

• As our EU contributions taper down, we could increase spending on:

 -  UK trade promotion in the target markets identified above;

 -  time-limited food subsidies to help the UK farming industry adjust to the transition;

 -  and UK science, which is currently a significant net beneficiary of EU grants.

• UK scientists would still have access to CERN because it is not an EU organisation, and probably 
to the European Space Agency and the EU Programme for Research & Innovation since these both 
already have several non-EU partners;

• With respect to foreign direct investment (“FDI”), we could run an international campaign to 
encourage inward investment, backed up by a variety of business tax incentives similar to those 
in Ireland.  We could also continue to attract FDI by investing to improve our national transport 
and power infrastructures and by reducing red tape for businesses.  Our language, flexible labour 
market, good legal systems, strong financial services and political stability will all remain strong 
reasons for business investment in the UK.                       

The government argues that we would “lose influence in the world” if the UK were no longer part of the 
EU.  The UK is a member of the Commonwealth and, as the world’s sixth largest economy with the fourth 
largest defence budget, it would remain a member of the G8, G20, NATO, OECD, WTO and the UN Security 
Council.  We would also remain the EU’s largest export market (slightly ahead of the USA) so, after any initial 
hostility, we would also retain significant influence in Europe.
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The EU was created to promote peace in Europe via the achievement of political union i.e. by turning the 
continent into a single country.

No other trading bloc in the world makes political union a pre-requisite to free trade.  The UK would prefer 
the EU to be a conventional trading community like all the rest and, if this were possible, we would support UK 
membership. However, as the failure of David Cameron’s “renegotiation” clearly illustrated, this won’t happen 
because there is an in-built majority, led by France and Germany, who flatly reject the idea.    

Economically, the UK’s future lies outside Europe and in free trade, not protectionism.  After some initial 
disruption, we would be able to grow our more profitable trade with the rest of the world faster if we were 
freed from the constraints of EU membership.  

The EU has become too large and diverse.  The dream of a continental political union is doomed to failure as the 
deep cultural and historical differences between its 28 member states are too entrenched to be “harmonised” 
away.

Over-expansion has led to weak and corrupt coalition government and the unity of the EU is already so fragile, 
that there are credible concerns that a UK exit could cause the whole thing to unravel.  It faces mounting 
pressures from the bungled Euro and economic stagnation, immigration, the accession of Turkey and Muslim 
terrorism, Russian hostility, the fundamental philosophical fault line over open markets versus protectionism, 
rising Euroscepticism and increasing global competition.   

British voters joined the EU in the belief that they were joining a trading community and that their sovereignty 
was guaranteed by a national veto over all proposals from Brussels.  We were never full-hearted, enthusiastic 
members and have always been the awkward “odd man out”, objecting to and opting out of the Euro, the 
borderless “Schengen Area” and other moves towards political union.  Several countries, including France, 
would be less than broken-hearted if we left.  

Our culture and attitudes fit more naturally with those of the USA than those of Europe and we are not natural 
members of a European political union.

Life would be better, simpler and less frustrating for all concerned if we confronted reality, left the EU and 
redirected the £11 billion pa by which we currently subsidise the poorer states of Europe into modernising our 
own infrastructure.  We would be able to operate the healthier democratic and legal processes in the UK with 
fewer external constraints and could focus on building our own more prosperous future based on free trade 
and open markets.
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Appendix 1: European Union Member States in 2016

EU 
Member

Population 
(m)

Year 
Joined Languages GDP 

$m

GDP/
Head 
$k p.a.

Historical
B/ground

Germany 81.2 (16.0%) 1952 German 3,868 47.8 Nazism/ Democracy

France 66.4 (13.0%) 1952 French 2,829 44.2 Democracy

UK 64.8 (12.7%) 1973 English 2,989 46.0 Democracy

Italy 60.8 (12.0%) 1952 Italian 2,142 34.3 Democracy

Spain 46.4 (  9.1%) 1986 Spanish 1,381 29.7 Dictator/ Democracy

Poland 38.0 (  7.5%) 2004 Polish 545 14.2 Communism

Romania 19.9 (  3.9%) 2007 Romanian 199 10.0 Communism

N/lands 16.9 (  3.3%) 1952 Dutch 879 51.7 Democracy

Belgium 11.3 (  2.2%) 1952 Flemish French 
German 532 48.4 Democracy

Greece 10.8 (  2.1%) 1981 Greek 236 20.5 Dictator/ Democracy

Czech 
Rep. 10.5 (  2.0%) 2004 Czech 205 19.5 Communism

Portugal 10.4 (  2.0%) 1986 Portuguese 230 21.9 Dictator/ Democracy

Hungary 9.8 (  1.9%) 2004 Hungarian 138 13.8 Communism

Sweden 9.7 (  1.9%) 1995 Swedish 571 57.1 Democracy

Austria 8.6 (  1.7%) 1995 German 437 51.4 Democracy

Bulgaria 7.2 (  1.4%) 2007 Bulgarian 57 8.1 Communism

Denmark 5.7 (  1.1%) 1973 Danish 342 62.2 Democracy

Finland 5.5 (  1.1%) 1995 Finnish

Swedish 272 49.5 Democracy

Slovakia 5.4 (  1.1%) 2004 Slovak 100 18.2 Communism

Ireland 4.6 (  0.9%) 1973 English 251 55.8 Democracy

Croatia 4.2 (  0.8%) 2013 Croatian 57 14.2 Communism

Lithuania 2.9 (  0.6%) 2004 Lithuanian 48 16.0 Communism

Slovenia 2.1 (  0.4%) 2004 Slovene 49 24.5 Communism

Latvia 2.0 (  0.4%) 2004 Latvian 31 15.5 Communism

Estonia 1.3 (  0.3%) 2004 Estonian 26 17.3 Communism

Cyprus 0.8 (  0.2%) 2004 Greek
Turkish 23 23.0 Democracy

L/bourg 0.6 (  0.1%) 1952 French German 65 80.0 Democracy

Malta 0.4 (  0.1%) 2004 Maltese English 10 20.0 Democracy

28 States 509 25 Languages 18,512 36.4 Wide Variety

The EU has a serious problem of “identity”.  It already has 28 member states and another seven have applied 
to join, including Turkey.  Turkey is not even in Europe since 97% of its land is in Asia and its accession could 
open the floodgates to applications from several of its Asian neighbours.

So, what exactly is “Europe”?  Where are its boundaries and when will it stop admitting new members?  What 
is its common history, shared traditions and collective culture?
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Appendix 2: Comparison of Welfare Spending “Generosity” by Country

Country % GDP Total $Bn Per Head $ Per Head PPP$
Germany 30.6 1,184 14,581 15,511

France 33.8 956 14,398 12,099

UK 27.4 819 12,639 10,532

Italy 29.9 640 10,526 11,979

Spain 25.8 356 7,672 7,306

Poland 19.2 105 2,763 3,411

Romania 17.6 35 1,759 2,837

Netherlands 32.1 282 16,686 12,935

Belgium 30.1 160 14,159 13,233

Greece 29.1 69 6,389 8,087

Czech 20.2 41 3,905 4,339

Portugal 26.8 62 5,961 7,948

Hungary 23.1 32 3,265 5,830

Sweden 30.4 174 17,938 14,014

Austria 30.6 134 15,581 12,984

Bulgaria 18.1 10 1,389 2,354

Denmark 34.3 117 20,526 14,455

Finland 30.6 83 15,090 11,346

Slovakia 18.7 19 3,518 5,098

Ireland 28.5 72 15,652 12,422

Croatia 21.0 12 2,857 4,201

Lithuania 19.1 9 3,103 5,087

Slovenia 25.0 12 5,714 6,349

Latvia 17.8 6 3,000 4,918

Estonia 18 5 3,846 4,995

Cyprus 22.1 5 6,250 6,649

Luxembourg 23.1 15 25,000 16,234

Malta 19.4 2 5,000 6,024

Column 2 shows welfare spending as a percentage of GDP by country.  Column 4 converts that into the 
average spend head in dollars.  Column 5 adjusts for the purchasing power of money in each country to get a 
more direct comparison of the “generosity” of the provision.
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Appendix 3: Members of the European Parliament by Party Group and Country

Country GUE/
NGL S&D Greens/

EFA ALDE EPP ECR EFDD Ind/
ENF

Communist 

& Radical 

Left

Socialists
Greens & 

Nationalists
Liberals

Centre 

Right
Conservatives

Euro-

sceptics
Far Right

Germany 8 27 13 4 34 8 2

France 4 13 6 7 20 1 23

UK

1
Sinn Fein

20
Labour

6
Greens

SNP
Plaid 

Cymru

1
Liberal

20
Conservatives
Ulster Union

24
UKIP

1
Dem U

Italy 3 31 17 17 5

Spain 12 14 3 9 16

Poland 5 23 19 4

Romania 16 1 15

N/lands 3 3 2 7 5 2 4

Belgium 4 2 6 4 4 1

Greece 6 4 5 1 5

Czech 3 4 4 7 2 1

Portugal 4 8 2 7

Hungary 4 2 12 3

Sweden 1 6 4 3 4 2

Austria 5 3 1 5 4

Bulgaria 4 4 7 2

Denmark 1 3 1 3 1 4

Finland 1 2 1 4 3 2

Slovakia 4 1 6 2

Ireland 4 1 1 4 1

Croatia 2 1 2 5 1

Lithuania 2 1 3 2 1 2

Slovenia 1 1 1 5

Latvia 1 1 1 4 1

Estonia 1 1 3 1

Cyprus 2 2 2

L/bourg 1 1 1 3

Malta 3 3

Totals 53 191 49 69 220 70 45 54


