Introduction - what this book is about.

Right up to and beyond the close of poll on 23 June 2016, most people - and certainly everyone
who was considered anyone by the politicalclass-e x pect ed t he UK to vote
European Union.

Yet, the combination of then PM David Cameron's decision to hold a referendum, Boris
Johnson's choice of AOuto, and i mportantly Nig
fi g a d fnlanaged t engineer a Brexit vote against the odds. It was unexpected, indeed an
earthquake. It seemingly came out of nowhere.

In terms of the consequences for Britain in the world, it is rare to find in our over one thousand
years of history an event of comparable magnitude: The Synod of Whitby in AD 664? Henry
VIII's break with Rome? The Glorious Revolution of 1688? The loss of Britain's North American
colonies in 1783? The Battle of Trafalgar in 1805? The decision to go to war in August 1914?
Take your pick.

The seismic event of Brexit is not just momentous in British history, it is equally important in the
history of all of Europe.

How then can one explain the vote in favour of Brexit?

The actual Brexit debate tells us very little. That debate was - and has always been - long on
emotion and short on facts.

The author had a ringside seat on Brexit over the crucial decade up to 2019 as an elected
Member of the European Parliament; almost all that time as a Group Coordinator (in US parlance
Aranking membero) on the European Parliament 6s

This book aims to set out i in over 80 essential tables, charts and graphs, as well as
photographs and text i what underlies Brexit, what drove it, and why the Brexit earthquake came
about.
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Did Britannia make the wrong choice leaving its marriage with the EU? Were there
grounds for separation and divorce?

any people in the United Kingdom held and st

ith the European Union is dysfunctional. Hence, the UK voted to leave the EU on 23
June 2016. Below are some of the grounds for voting for this formal separation and

divorce:

1. Who wore the trousers?

The Confederation of British Industry had its own MEPs, and appointed one EU
(CBI), the Financial Times, most of the Commissioner. There were also British
Labour Party, the SNP, the Greens and nationals employed in the European

the Liberal Democrats - indeed all of the institutions. In particular, the Commission
usual suspects, and sadly this included employed UK staff. From the tables

the former Prime Minister David Cameron below, it is crystal clear that on these

- continuallyemphasi sed Br it ai n 0 eriteria-which are the terms cited by the
0Oinfluenced within the EBR:t WhaUKd mfluemced decr e
did we actually have? materially and significantly since our

accession in 1973.
The key measures of o6influenced were that
the UK voted in the Council of Ministers,
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1.1. Council o f Mi ni stersd votes

Table 1

The UK& percentagevote in the Council of Ministers under Qualified Majority Voting (QMV)

Year UK & percentageof vote
1973 17.0%
1993 13.0%
1999 11.0%
2005 9.9%
2013PreCroatAccession 8.4%
From 1stJuly 2013 PostCroatAccession 8.2%

1.2. Number and percentage of UK MEPs

Since records began in 1996, the UK influence. While our presence suggests that
has tried to block proposals from the EU we have real influence, every new member
Commission 72 times.*¥ And failed each state dilutes it.

time. The truth is that we have no worthwhile
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Table 2

Number of UK MEPs and percentageof the European Parliament

After After
Year 1979 1981 1986 1994 1995 2004 2007 2009 = Treaty of 2014
Lishon Elections
Numberof .0 ' 434 518 567 @ 626 732 785 736 754 751
Total MEPs
Numberof
UK MEPS 81 81 81 87 78 78 72 73 73
Percentage 14 000 18706 15.6% 15.3% 13.9% 10.7% 9.9% = 9.8%  9.7% 9.7%
of UK MEPs

The comparatively small proportion of UK MEPs - as of 2019, less than 10%?3 - has

consequences.

1.3. Number and percentage of UK Commissioners

Table 3

Number and percentageof UK Commissioners

After From

Year 1973 1981 1986 1994 1995 | October = 2007 1 July

2004 2013

Numberof EU 13 14 17 17 20 25 27 28
Commissioners

Numberof UK 2 2 2 2 2 1 1 1
Commissioners

Proportionof UK 15.4% = 14.3% @ 11.8% 1.8%  10.0% 4.0% 3.7% 3.6%
Commissioners

As shown above, the UK has just one
Commissioner out of 28. During the 2009-
2014 Commission, the UK& Commissioner
was Baroness Catherine Ashton, the fourth
choice of the then Labour government.
Ashton was appointed High Representative
for Foreign Affairs - an important job in

the context of the Commission but one

with absolutely no relevance to the UK.

One is reminded of the old 1970s US joke.
The husband says: i make the principal
decisions in our marriage and my wife
decides onthe d e t aQudstiorer: i Wh a t
decisions does your wife maket hen ? o

21




Husband: i S hdecides where we live, where

the children go to school and what company

reporting to Vice President Jyrki Katainen,
who in return reported to First Vice

Ilworkat Qwe st i on edoyou detitte a t President Frans Timmermans. It is the First

t h e mH@sband: i tlecide the family policy
on Vietnam and sometimes, gun contro |

It was clear from day 6 mi ro un sthéat Ashton
was simply not up to the job. This is not a
gender issue. The author stated in a debate

- on Arctic Policy - that the Commissioner
was

he was ejected at the behest of the Liberal
Democrat MEP chairing the debate. The

UK electorate has fortunately fi r u mb thes d

Liberal Democrats as a group of committed
EU federalists whose commitment to free
speech comes to a grinding halt when they
get to Calais.

The UK& Commissioner from 2014-2019 was
Lord Hill, until his resignation post-Brexit and
his replacement by Sir Julian King. Hill was a
career public relations man and Conservative
Party apparatchik. Hill worked alongside
former Prime Minister Cameron as a Special
Political Advisor, seemingly the only reason
for this otherwise baffling appointment. Hillg
gualifications were underwhelming. And
where was he - as the UK& Commissioner -
in the Commission& pecking order? Hill was
one of approximately eight commissioners

Vice President who reports to the President
of the Commission At that time (from 2014-
2019) the President was Jean-Claude
Juncker.

However, we were always told that Jonathan
Hill§ lowly place in the pecking order of

fesialypu n q u a | Fréeisgedch 0 Commissioners did not matter. This was
in the European Parliament hasits | i mi t sbécause Hill§ portfolio wasfi Fi nanci al

Stability, Financial Services and Capital
MarketsUni on. 0O

0

What actually happened was this. Soon
after the referendum, in July 2016, Hill
resigned. His portfolio was reallocated and
the new UK Commissioner was giveniit h e
Security U n i @aortéolio. In retrospect,
Hill§ resignation was almost - but not quite
- as irresponsible as his boss former David
Cameron, who resigned as Prime Minister at
8 AM the morning after the referendum.

But, there was worse. The new UK
Commissioner had been moved from his job
as UK ambassador in Paris. And that plum
job was given to David Cameron@ former
Chief of Staff, and Eton contemporary,
Edward David Llewellyn. These manoeuvres
arguably do David Cameron credit as a
human being - he was loyal to his friend. But,
where was the UK& national interest?

CRERLL T
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Table 4

European
Commission

First Vice-President
Frans Timmermans

PRESIDENT
JEAN-CLAUDE JUNCKER

Maroi Seftovit

Energy Union

Jyrki Katainen

Commission Organisation Chart 2014-2019

High Representative
Federica Mogherini
High Representative of the Union

_for Foreign Policy & Security
Policy -Fresidernt

Vice-President
Valdis Dombrovskis
The Euro & Social Dialogue,
also in chorge af Finonciol

‘Commissioner ‘Commissioner

Vice-President
Andrus Ansip

Digital Singte Market

Commissioner Commissioner

‘Commissioner

Commissioner
Gunther Oettinger

Burdget & Human Resowces

Pierre Moscovici
Econormic & Finamcial Affoirs,
Tmeation & Customs

Commissioner

Commissioner

Commissioner
Margrethe Vestager

Commissioner ‘Commissioner

Dimitris Avramopoulos Vytenis Andriukaitis

Migration, Home Affoirs Heatth & Food Sofety
& Citizenship

‘Commissioner
Elzbieta Bienkowska

Intermal Morket, industry,
Entreprenewship & SMEs

Commissioner

Miguel Arias Cariete

Climate Action & Energy

Competition

Commissioner
Tibor Navracsics

Commissioner

Commissioner
Violeta Bulc

Tronsport

Cedilia Malmstrom
Trade

Eduration, Culture,
Youth & Sport

Commissioner
Carlos Moedas

Research, Science
& Innovation

Commissioner

“The HRVE may ask this Commissioner
{and other Commissioners) to deputise

for her in areos reloted to Commission
competence.

Source: EUCommissionCollegeStructure
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Originally, larger member states had was very keen to state to the European
two Commissioners each, while smaller Parliament that he had beenfiel ect ed. 0
states had just one. Following the 2004 Barroso emerged as President of the
Enlargement, that changed. Now, each Commission via an opaque, secret process.
member state has one Commissioner, He was the only candidate. There was then
regardless of its size.* ani e | e c Again, Barragso was the only

candidate put forward to MEPs. That was the
The evidence is clear and compelling. Since  system until 2014.
the UK joined the EU in 1973, its votes in the
Council of Ministers, percentage of MEPs, EU institutions are not democratically
number of Commissioners and percentage of accountable and the people involved hold
UK staff in the Commission have all declined democracy in ill-concealed contempt.

substantially. It was thus counter-intuitive, However, even by their standards, the
indeed bizarre, for the UK to be a vociferous  process by which a man - and it has always
supporter of more countries joining the EU. been men so far - became President of the
Each new member state further diluted UK Commission was impossible to justify - to
6influence. 0 use the vernacular, did not pass the smell
test. The powers that be then came up with
As seen above, the UK Commissioner was the so-called i Spi t zenk apmodessd at en o
scarcely important. If this were amateur
dramatics, Lord Hill, and subsequently Sir Atonelevel,i Spi t zenk aimghbed at en o
Julian King, would have been the third spear| deemed to test everyone@ ability to spell.
carrier from the left. Some European political parties came

up with a candidate. The political party

It is the President of the Commission who is  achieving the highest number of MEPs then
important. During 2009-2014, that was

Senhor Barroso, who
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nominated the President of the Commission.
This was the process by which Jean-Claude
Juncker from Luxembourg, the nominee

of the European Peopled Party (EPP)
became President of the Commission. At
216 MEPs, the EPP was the largest party in
the European Parliament. This was despite
58 EPP MEPs having lost their seats in the
2014 European Election. A very bad result,
especially in a proportional representation
electoral system.

Where was the UK during this? The EPP did
stand in London at the European Elections

in 2014; they received just 28,014 votes of
16.5 million cast. From the UK& viewpoint,
the Spitzenkandidaten process deprived UK
governments of all influence (to use the word
AT nf | wiehrpreadsion)in the appointment
of the President of the European Commission
without any meaningful input from the
electorate of the UK in compensation. To

be objective, then Prime Minister Cameron
realised this, but much, much too late.

In view of these facts, the pro-EU pressure

group i B r iltnifslhushould bave really
renamed itself i B r itdtal lackofi nf | uenc
perhapsevenfi Br iitnicsohmp e tTeenc e . 0
situation was even worse than it seemed.

The reduction of the UK& representation in

the EU institutions since 1973 and the

consequent dilution ofour6i nf | was nc e 6
paralleled by the growth of EU power and

control over the UK via successive treaties.®

The Single European Act of 1987, the Treaty

of Maastricht (November 1993), the Treaty

of Amsterdam (May 1999), the Treaty of Nice
(February 2003) and the Treaty of Lisbon
(December 2009) materially and significantly
advanced EU powers. Compare that with the

UK@& diminished, immaterial6i nf | uence.
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1.4. Number of UK staff in the EU Commission

Another measure of influence is the number and percentage of British staff working in the
European Commission.

Table 5

EU Commission: employees by individual member state

== [rance
[taly
== Belgium
o == | uxembourg
g
c == Netherlands
8 \
@ == Spain
o \
— Y = K
—— ﬂ
—
—
1995 2000 2005 2010 2015
Year
Source:Businesgor New Europefi T ICbangingCharacterof BrusselsChartingtheUK&sl nf | uence o
The House of Commons Foreign Affairs on the staff of the European Commission has
Committee wrote: i | relation to its share of fallen by 24% in seven years. Prior to the
the EUS population, the UK is significantly UK6s exit at the end of J:
under-represented among the staff of the fielded 4.6% of Commission staff, compared

major EU institutions (Council, Commission with its 12.5% share of the EU& population;
and Parliament)... the number of UK nationals France@ shares are 13% of the EU
population and 9.7% of Commission staff €0

26



2. Money - The root of so many marital problems

Christine Lagarde, head of the International
Monetary Fund (IMF), said in Brussels on
10 December reds@pdabpablei T h €
sense of optimism in some quarters that the
European crisis is over. But can a crisis really
be over when 12% of the labour force is
without a job? When unemployment amongst
youth is in very high double digits, reaching
more than 50% in Greece and Spain? And
when there is no sign that it is becoming
easier for people to pay down their debts?
First and perhaps most important, growth
rates and output levels still remain well below
where they should be. With unemployment
rates as high as they are, this gap between
actual and potential growth rates is likely to
remain large for the foreseeable future é ©
Unusually, the author can only agree with
Mme Lagarde!

Table 6

Eurozoneexchangerate undervaluation andovervaluation asa percentage

Netherlands
Finland

Germany

France
Belgium
Portugal
ltaly

Spain
Ireland

Greece

-5 0 5 10

Source:Bankof America
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Table 6 above shows the undervaluation and
overvaluation of the euro compared with a
(hypothetical) national currency, according to
analysis produced by Bank of America.®

What the chart demonstrates isthat afi 0 n e
size-fits-a | d¢um@ency in reality fits almost no
one. The undervaluations and overvaluations
in the chart demonstrate how the euro has e
become an 6 E ¢ o n Doomsday ma c hi n |
The economy of Greece - and probably also
Italy and Spain - cannot function properly

in the same monetary zone with the same
currency as Germany. It does not work.

The economic profile, and more importantly
prospects, for many EU member states -
especially in Southern and Eastern Europe
- are dismal. The conclusion is clear. Today,
the UK would likely not choose to be in a
political union with EU member states.

2.1 EU unemployment

The EU as a whole is an area of, at best,

low GDP growth. Within the Eurozone there
has been economic contraction in 2009

and 2012. What is growing - quickly - is
unemployment in the EU. In Spain, the level
of youth unemployment averaged around
34.7% from 1986 to 2018, reaching a record
high of 55.9% in February 2013.°

High unemployment is certainly not an
indicator of high growth. It is probable,
therefore, that the Eurozone economies will
continue to stagnate. This is particularly

true for the countries of Southern Europe.
Only endless wealth transfers from Northern
Europe can sustain these economies. While
the establishment in Northern Europe favours
these transfers, the political reality is that
popular support for such transfers is unlikely
to endure for long.
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Table 7

UK unemployment rates comparedwith Greece,Spain, Portugal andItaly
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The following map shows unemployment in EU member states in 2016.
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Unemployment rates across EU member states
."%j* 3 ' o - Canarias (ES) Guadeioupe (FR)
s 4 .“" 1‘. “.
,ﬁi_. 1 . J J -
L3R N D A | g S

Martingue (FR) Guyane (FR)

0 2 0 1@
Reéunion (FR) Mayctte (FR)

eurostat

B =< 4.3% Administrativeboundaries©EuroGraphicOUN-FAO OTurkstat

I 4.4%- 6.5% CartographyEurostat GISCO, 04/2017
[ 16.6%- 10.8%
[ 110.9%- 17.1% T
W >= 17.2% 0 200 400 600 800km
>=17.2%

I Datanot available

Source:Eurostat

30



Regrettably, and even tragically, for those
involved, the EU Accession Treaties require
new EU member states to join eventually the
0 E ¢ 0 n Dauiinstlay ma ¢ h ithatdsé@he
Eurozone. This means that new, (and usually,
comparatively impoverished) EU member
states will lose control over their own
monetary policy. Their adopted currency - the
euro - will almost certainly be overvalued for
their economy, with predictably dire results.
That the current jargon uses the euphemism
Ai maldeval u litileconsokation for
the drastic and painful austerity which is the
consequence of an overvalued currency.

As a reader (Gregory Shenkman) wrote in
the Financial Times in a letter (29 October
2013): 1 @&eks, Spaniards and Italians

will not absorb the economic discipline

of Germans any more than the people of
southern Italy have absorbed the economic
discipline of northern Italy in the long

period since the country@ 19th century
unification, despite full political, fiscal and
banking union. The Mediterranean belt

will never catch up economically with core
Eurozone countries. The result will be regular
crises ending, one fears, in a truly terrible
reckoning. The longer European bureaucrats
and politicians delay matters, the worse will
be the ultimate consequences when the
Eurozone finally breaks u p'° To paraphrase
Dr Ralph Miliband, the father of Ed and
David Milliband, the new UK parliamentary

Independent Group& i k i oweg the water, o
i t kirgle currency, the euro, is no cure

for the disease of the EU - it is a part of the
di sease. 0

From the map above, it is clear that those
member states that fall to the South or East
of the line (including Southern Italy) have
materially higher rates of unemployment.
These member states receive the most in
internal transfers paid via EU institutions.
Furthermore, the member states in Eastern
Europe are the most recent members

of the EU. Thus far, the addition to the EU of
Eastern European countries has increased
the economic burden on Northern Europe, a
burden incidentally shouldered
disproportionately by the UK. Unemployment
rates indicate that these countries will
continue to be a burden on the contributing
member states of the EU for the foreseeable
future.

The | o bpsoldlem facing the EU is normally
reported in terms of the alarming rates of
unemployment. The table below depicts
what is more worrying still - the low levels of
employment and hence opportunities and
growth in the EU. Again, this is worse still in
the Eurozone. As Professor Tim Congdon
has stated fi mre Europe meansfewerj ob s .
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Table 9

Employment rate in high income nations

Country Employment rate
Iceland 85.8%
Switzerland 80.0%
Japan 76.3%
United Kingdom 74.4%
Norway 74.1%
Canada 73.7%
Australia 73.6%
USA 70.5%
EuropeanUnion 68.0%
Eurozone 66.8%

2.2. Demographics
Many of the countries with the highest
unemployment rates also have rapidly ageing
populations. In 2015, in Greece, Italy and
Portugal, more than 20% of their citizens
were over 65. Of still greater concern is that
more than 20% of Ger many 6s ci t
over 65 that year. Germany i with the UK i
was the principal paymaster of the EU.
Greece, Italy and Portugal all currently
depend on German bailouts. As the average
age of Germans advances towards 50, the
guestion arises: for how long will Germany be
able to afford to support i let alone bail out T
the EU member states of Southern and
Eastern Europe? Inevitably, an increasing
proportion of German taxes will go to support

t he

ncreasing

number

pensioners. It may then become very difficult
for Germany both to support its own large
retired population as well as those of Italy,
Greece and the rest.

What is then likely to happen? We can be

sure that the EU would have wanted to look

to its (now former) second greatest

contributor T the UK i for even more and/or

to keep the UK paying in, even from outside
ithe BU Bhis Mae diready come to pass,
through the extra u2.1
Commission demanded from the UK because
its economy performed better than other EU
economies over the previous budgetary

period. At the time the Commission claimed
that Eurostat s calcul
gross national income (GNI) were more
accurate than those of the Office of National
Statistics (ONS). The UK stupidly, in the

aut horoés view, agre-ed
freefpayfients of thig anfoent i Jwiyand
September 2015.
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Table 10

Percentageof population over 65 in selectedEuropean states
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Source:Eurostat
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2.3. The brain drain from Southe rn and Easte rn Europe

Economic migration almost always means
the departure of the brightest and the best
toseekabetter | ife. The
Abrain drain.o
poorer countries of Southern and Eastern
Europe without the benefit of their best-
educated and most highly qualified people.

The evidence is also anecdotal. The pro-EU
Independent newspaper on 22 October 2013
highlighted this in an article: i A2hD with
your coffee? Barista serving your drink might
be better educated than you are . See also
the Financial Times article: i B u cebt atrives
to reversebraind r a¥®¥ n. 0

This book is principally about trade, not
immigration. But in order to justify the

7.2 million immigrants who came to the UK
during 1997-2010 (see Appendix 18),
European apologists often claim that the free
movement of goods and services must also
mean free movement of people.®*4 This is
clearly untrue.

To cite a few of many examples, the USA,
Australia, Singapore - and especially China -
all have strong immigration controls. Indeed,
immigration is almost impossible in China.

Wi t hin

On China and immigration, China grants
foreigners fi gen card s Thiese permit a
pecsongceligelard worle ie Chana for three
years enly.BYthe enhdhof 2017 | oelyal\8@ls
people had been granted green cards.*®
Nevertheless, China participates fully in the
global economy. It could even be said to be a
leader.

As is well-known, Japan is not dissimilar.

A further example is that there is no freedom
of movement between members of the North
American Free Trade Area (NAFTA now
USMCA).

The evidence is clear. Strong immigration
controls are no bar to full and profitable
participation in the global economy.

It must also be pointed out that the UK&
membership in the EU prevents us from
controlling immigration to the UK from the EU
at all. In consequence, UK Immigration can
control only immigration from outside the EU.

The consequence is a paradox. An unskilled
Bulgarian or Romanian, has the absolute right
to live, work and settle in the UK. Conversely,
indeed perversely, a scientist or a qualified
doctor from, for example, the USA or
Australia, has no such right.
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2.4. Failure of Southe rn and Easte rn Europe in higher education

Is there a way the EU, especially its Southern
and Eastern European members, can escape
the predicament of low growth and high
unemployment?

One solution could lie in education: the

EU has a reputation for having a skilled
workforce. In the 21st century, we live in a

Table 11

global economy in which knowledge and
skills are highly valued.

Unfortunately, the weakness of some
Southern and Eastern European economies
is mirrored by their poor systems of higher
education.

The Times World Ranking of Southern andEastern European universities

World Ranking Number of Universities
1-10 0
11-20 0
21-100 0
101-200 4

These findings from the Times Higher
Education World University Rankings
are startling.® Perhaps the Times Higher
Education Supplement is being Anglo-

Table 12
Eastern European universities
1-10 0
11-20 0
21-100 1
101-200 7

centric? We therefore looked at two other
sets of rankings from the USA to see if there
Is any material difference.

Table 13

QSWorld Ranking of Southern and

Eastern European universities

World ranking Nu_mbe_r .Of
universities
1-100 0
101-200 6
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A little better. But there is no meaningful or
material difference in these US-researched
rankings. The abject failure of Southern and
Eastern Europe to feature prominently in the
World Rankings in Higher Education makes
it highly unlikely that the unemployment
problem in those countries will be solved.

The outcome is likely to be mass emigration.

worrying for the future prosperity of the UK-
EU marriage and for the EU itself.

Mme Christine Lagarde has previously
commented on the dire prospects for the
European economies as a whole. What are
the prospects for the strongest economy in
the EU and the Eurozone - Germany?

In any event, such dependent ge | at are@ e s 0

2.5. Economic p rospects for Germany

Germany is the powerhouse of the EU and
the Eurozone. But cracks are showing in its
economy.

Germany has had a comparative advantage
since the launch of the euro. However,
Lombard Street Research says of Germany
i t hhawye been ripping off their own people
to build up pointless trade surpluses... their
weakness is reliance on foreign demand,
which is no longer forthcoming from
emergingmar ket s. . . 0

Moreover, Germany@& energy policy, overly
influenced by the Greens, is a threat to
German prosperity.*8

Chancellor Angela Merkel has committed
Germany to reducing its dependence on
fossil fuels, with plans for renewable energy
to meet 50% of its needs by 2030, and 80%
by 2050.1°

The implications are enormous. Estimates for
reaching these targets ares o0 me trilliah,
in the form of larger government subsidies
for renewable energy producers that are
passed on to consumers as higher prices
for electricity generated from renewable
energy. Moreover, see the Financial Times
article from 21 January2 0 1 4 : enérdgy U
costs more than twice those of the U S ,and
A Nat gas @ites in the US are roughly a
third of the price in Euro p €°. o

Germany has up to now been depopulating.
The following extract and map from the
Economist on 14 March 2015 bear this out:

i Ge r masone of the worldd most
rapidly ageing and shrinking populations,
even though an uptick in immigration

has temporarily halted its overall decline
since 2011. By 2060, it is estimated that
the total number of Germans will have
tumbled by 20 million, equivalent to
Romaniad population today. But decline is
unevenly spread. Some cities are growing.
Other areas, mainly in the east and the
countryside, aree mpt y? ng. O
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Table 14

Germany: population ageprofile

Binnenwanderungssaldo je 10.000 Einwohner in Deutschland (Kreisebene), 2015

-2075,2 bis unter 0
| 0 bis unter 40

I 40 bis unter 60
I 50 bis unter 80
I o0 bis 2007

©BiB 2017

Datenguelle: Statistisches Bundesamt, Berechnungen BiB, dhnliche Klassenbesetzung
© GeoBasis-DE / BKG (2015)

Source:StatistischesBundesamt,BerechnungenBiB
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It was in the context of depopulation that
Chancellor Merkel made her otherwise
incomprehensible decision to admit unlimited
numbers of immigrants - a large proportion
of whom were economic immigrants. It is
worth pointing out that Chancellor Merkel
made this decision without consulting other
European leaders, without consulting other
ministers in her government, indeed without
consulting her own political party.

Chancellor Merkel unilaterally tore up the
long-standing Dublin Convention, which
det er mi rstate respdngibée for
examining applications for asylum lodged in
one of the Member States of the European
Co mmu n i This lead beén in force since
January 1990. The effect was that refugees
had to claim asylum in the first EU state
they entered. The inevitable consequence
of Merkel& decision was a massive influx of
refugees and economic immigrants into
Germany. The number estimated at the end
of 2017 was 1.4 million.??

Initially, German business was enthusiastic
about the influx. Dieter Zetsche, chief
executive of carmaker Daimler, is quoted
as saying that there could be a new

AWi rt s c ha fotesomamicdniacle.
However, the reality is very different. A
German official is quoted as saying in a
Financial Times article posted on 3 January
2016:

i Iwas different in the 1960s, with the
Turkish immigrants... We had a different
kind of industry, and a lot of simple work
on assembly lines. We dond have those
jobs anymore... Low-skilled work in the
postwar erarequired 6 | ilangudge but
strong mu s c | These days, you dond
need muscles, but you do need to be able
to speak German... &*

Of course some companies were hiring. For
example, Bayer announced the start of a
four-month training course for 20 refugees.
However, this was in a context where Bayer

had around 118,900 employees worldwide
and 35,800 in Germany. And, as referred
to above, there were more than 1 million
immigrants in 2015 alone.

Der Spiegel cited (February 9, 2019) a
document drafted by the German Finance
Ministry. This estimates spending of 78 billion
euros on (im)migration matters through 2022.
This includes transfers of 8 billion euros to
states and local communities.

Countries have cultures as well as
economies. Many of the Middle Eastern
immigrants come from very different cultures
than that of 21st century Germany. In
particular, Joseph Schuster, Head of The
Central Council of German Jews has said:

A Wh eme lives in a country in which one is
told for 30 years that Israel is the No. 1 arch-
enemy and Jews from the outset are all bad,
then one does not simply arrive in Germany
and that is suddenly forg ot t*e n . 0

38



What are the economic prospects for
Germany? To quote Hamish Macrae (inthe
pro-EU independent newspaper):

i O nsbould never understimate the
country@ [Germany@] ability to fight back
against economic headwinds, but trade
talks, Brexit and a struggling car industry
arend helping matters....

To exaggerate, Germany is brilliant at
making cars people no longer want to
buy....

There is some sort of downturn looming,
and the experience of the last one is that
we should not be too clever in trying to
predict how serious it might b e .

(@)

The combination of an ageing population, a
high-cost renewables programme resulting in

Table 15

Germany: employment turnaround after

the 2004 reforms

expensive energy, and a possible decline in
foreign demand and investment, is a threat to
continued German prosperity.

A weakening German economy is likely.
Under those circumstances - with, possibly,
Germany unable to afford welfare for its own
ageing population as well as non-German-
speaking immigrants numbering potentially in
the millions - how can Germany then pay yet
more in transfer payments to EU countries,
far less bail out the entire Eurozone?

The situation of Germany in the EU is akin
to a wealthy relative of a spouse who has
always supported that marriage financially,
then begins to have financial problems of
their own. Consequently, they have to cut
back. Cutting back is bound to include
the reduction (or even elimination) of that
financial support for the marriage.

Table 16

Germany: diminishing population of
working age
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If these are the prospects for the EUS strongest economy, what then are the prospects for

weaker EU economies; for example, France?
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2.6. Economic p rospects for France

Not good, the French budget for 2014
provided for i u rer e d e npuldia o
spending cuts.®

France committed to cutting 0 1 5
public expenditure in 2014 in an attempt to
control its deficit.?® These cuts were designed
to avoid raising taxes. However, Le Monde
found that over 70% of the French people

believed their taxes werefi e x ¢ e s Bhis s e

not surprising: President Hollande added u60
billion in new taxes in just over three years. In
November 2013, Standard & Poor8 reduced
France@ credit ranking from AA+ to AA, citing
specifically the country@ high taxes and

need for structural reform.?” On 18 January
2016, President Hollande in setting out a new
job creation plan stated that i F r aisio &
state of economic emergency. ble further
announced that the job creation plan would
be financed by savings in other areas of
public spending - in one word 6 ¢ u Mare 0
recently, in September 2018, the French
government tried to cut social spending to
relieve some of the pressure low growth was
putting on budget deficits.?® It presented both
spending cuts and tax increases to finance
current President Emmanuel Macrong
stimulus package.®

- from Hollande to Macron

France is currently considered one of the
fi sotn g eEtJ economies, but is already
showing symptoms of distress; high taxes
and a large deficit that cannot be reduced
materially by public spending cuts alone.*

The French economy suffers from poor
investment, subdued consumer spending,
and a very high level of unemployment -
more than 10%.3! According to one forecast
by the Centre for Economics and Business
Research, France will begin to slip from
being the world@ fifth-largest economy in
2013 to its ninth-largest by 2031.32 This
would then mean that France would no
longer qualify on economic grounds for
membership of the G7. When considering the
current Gilets Jaunes protests and riots

b from| ialwnygside these deeper issues, the country@

already grim economic prospects seem even
more fraught.

As the world knows, the next French
Président was a private citizen, Emmanuel
Macron, leading his own party, by the way
named after his initials (En Marche). President
Macron is of course a former banker

and, relevantly, a convinced federalist.
Nonetheless, the French Presidential election
of 2017 was a clear repudiation of the
established parties with le Parti Socialiste
coming 5th with a mere 6.36% of the vote. It
was a political revolution.

Subsequently, there has been the
phenomenon of thed Gi Jatus &&. O
evident that President Macron& support is
fi anile wide, but aninch d e e fPerbaps
one should write a kilometer wide, and a
millimeter deep.)
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2.7. Economic p rospects for Italy and Spain

consequences. There have been not one but
two political revolutions. There was first the

i Cas heRe v ol uof 1199841994 that
resulted in the dissolution of the Christian
Democratic Party and the rise of Forza

Italia. It also meant that Silvio Berlusconi, a
private citizen, was Prime Minister for 8 years
between 2001 and 2011.

The economic prospects for Italy and Spain

are even worse. These are the two other The second political revolution is current. The

| arge EU economies, n aliande bféadLeda hne theeRivé Star

former second-largest economy - the UK i Movement formed the Italian government until

has left. September 2019. This was a government of
euro-sceptics of both the Left and Right. La

The chart below sets out the decline in Lega has now left the Government and is in

income per capita in Italy. This has had opposition.

Table 17

GDP per capita in Italy andthe Eurozonefrom 20002017 in euros
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Spain suffered as much as any other country  June 2015 general election. Two new parties,

in the economic crisis subsequent to 2008. Podemos on the far left and Ciudadanos
The mystery for interested observers was in the center, got elected to the Cortes

the continuing levels of support for the two (the Spanish Parliament) and in substantial
establishment political parties, the Partido numbers - 71 seats in the Cortes for
Popular (PP) and the Partido Socialista Podemos and 32 seats for Ciudadanos.
Obrero Espanol (PSOE), each of whom

supported Eurozone austerity and the The effect has been that neither the PP nor
A Eropean Pro j e dhis.cianged in the the PSOE has been able to form a majority
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government. The PSOE government only There are Catalan political prisoners in Spain,

held 84 out of 350 seats in the Cortes. but the European Commission does nothing.
Following the 2019 general election, the The European Council does nothing. The
PSOE increased its share to hold 120 seats,  European Parliament, as an institution, says
PP has 89, and Vox has 52 seats. nothing, and even the garrulous Mr

Verhofstadt stays quiet.

One characteristic that each of the PP and
PSOE governments share is persecution of ~ The EU values that we hear about all the

the Catalan independence movement. 22 time are, in the matter of the Catalan political
leaders were charged and some of them prisoners in Spain, conveniently forgotten.
are now in prison facing long sentences. One has to wonder why. The likely reason
has to be that Spanish governments support
These are p0||t|Ca| prisoners_ Anyone who the EU prOjeCt. In the parallel universe of the
has been a member of the European EUR p o wthat b e that makes it okay for
Parliament will hear MRCHHEY 1 Bayegelidcal prigopers. Hhe o
banging on about @AEU \W¥PPc(sy istoge deploreq, ksuggestthe p
pointing out that these values are not EU should look at themselves in the mirror
specifically EU values; they are the values and start campaigning for these political

of fithe Enlightenment Prisgnerstohedreed.st h cent ury,
adopted by the American revolutionaries

and set out succinctly in the American

Declaration of Independence.

3. Are there irreconcilable differences?

3.1. Contributin g and recipient countries

In a speech to the European Parliament in EU member states that are net contributors,
2009, the author described the different as the i S aAmdreas fault of the European
status of the 12 EU member states that are Un i o(Rortide record, when the speech
net recipients of EU funds, and that of the 15 was made, there were 27 member states).

42



Table 18

EU member states:contributing andrecipient countries
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Source:Moneyweek

For those EU member states which are net contributors to the EU budget, the future may be
worse. EU candidate countries already receive very large sums in pre-accession funding.
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3.1.1. EU candidate countries - Pre-accession funding

In i Budget for Europe 2 0 2 @he BU
Commission allocated a1 1 . 7 fori | | i
pre-accession funding for the period 2014-
2020.*3 Thisistobepaidtoi candi dat
C 0 unt topreparéfor EU membership.

To quote the Commission: i S o0 @gormmic
indicators show that enlargement countries
are still well below the EU average and even
below the level of the [current] weakest
Member States. This low level of socio-
economic development calls for substantial
investments to bring these countries closer
to EUstandard s **. . 0

The status of Turkeyasaficandicd atnd
has the consequence that Turkey is eligible

for, and is the major beneficiary of EU pre-
accession funding. From 2014-2019, the EU
allocated U 4 . 5 Inififancial assistance.®

Table 19
Amount paid to Turkey in pre-accessiorfunds
Instrument Period EU allocation
Turkey Pre-Accessiorinstrument 2002-2006 U 1.3billion
IPA | 2007-2014 4 4.8 billion
IPA I 2014-2020 4 4.5 billion

SourceEuropearParliamentDirectorateGeneralfor Internal Policies, Budgetary Affairs 2016

Moreover, an additional 0 1 1 . 3 ibprd- | i tkahthe EU would give Turkeyani ni t i al a3

accession funding is being allocated to billion assistance package (this on top of

EU candidate countries for the 2014-2020 pre-accession funding) and an agreement

budgetary period, of which Turkey will be the that accession negotiations would resume.®’

major beneficiary.3® Alarmingly, Turkey also obtained a promise of
visa-free travel - and this for a country with

Should Turkey and the other countries direct and porous borders with Iran, Iraq and

eventually not join the EU, these very large Syria.

sums will have been paid out for no purpose.

The Turkish navy currently has 145 vessels;
On 29 November 2015 in Brussels, in return this can be compared with the Royal Navy&
for Turkey controlling the flow of economic 76.38 Of course, there are many reasons
migrants and refugees, it was agreed, first why the number of vessels is not a good
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basis for comparison. Nonetheless, it is hard
to understand just how it is that with 145
vessels, Turkey cannot police the six miles
between the Turkish coast and Lesbos, from
where there is effectively visa-free access
throughout the EU.

None of this changes the basic facts:

A97% of the landmass of Turkey is located
in Asia - not Europe

ATurkey8 population of 75 million is
projected by the World Bank to become
94.6 million by 2050

ATurkey& GDP per person is less than half
of that that we enjoy in the UK

As former European Commissioner Frits
Bolkestein has stated, Turkeyis i t dig, too
poor, too differe n tewer realistically to be a
member of the EU.

In the European Parliament, an amendment
(April 18, 2018) to cancel all Pre-Accession
Funding to Turkey lost by 588 votes to 88.

Turkey becoming an EU member state was
British Government policy at the time of the
referendum. It was entirely valid for the Leave
Campaign to make Turkey@ membership of
the EU an issue. Indeed it should have been
done before.

=

3.2. The UK Conservative Party and mo re countri es joining the EU (Enlargement)

Should the establishment get the countries
outlined in Table 20 below admitted to the
EU, eventually transitional controls on firée
mo v e mewillthave to be lifted. It can be
confidently predicted there will then be (to
guote Ross Perot on NAFTA) fi aiant sucking
s 0 u nManyocitizens of these countries will
emigrate to the UK as long as free movement
remains possible, and very sensibly from
their point of view. The widespread and
increasing use of English as a second
language, although a commercial strength

for the UK, also acts as a major incentive for
migration westwards. In comparison, the use
of French or German as a second language
is minimal; this acts as a disincentive to
emigration to France and Germany.

Depressingly, the completely reckless and
ill-thought-out policy of more member states
coming into the EU was a policy not only

of the Conservatives but also of the Liberal
Democrats and Labour.
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Table 20

Population and GDP per capita of potential candidate countries comparedwith the UK

Country Population in 2018 GDP per capita
Ukraine 44.1 million $2,%91
Belarus 9.5million $6,375
Turkey 81.9 million $14,993
Georgia 3.9 million $4,290
UK 66.9 million $42514

It is not just immigration. Should the
current crop of EU candidate countries
become member states of the EU, they
will receive very large amounts - far more

3.3. Bulgaria and Romania

VL

The Office of National Statistics reports that
there has been nearly an 80% increase in
people from Bulgaria and Romania living

in Britain since 2014.%° There is significant
interest and concern in the UK in what will
happen. But this right for Bulgarians and
Romaniansisnotfit handof Go d it i

a natural consequence of UK government

Table 21

than pre-accession funding - from the EU
i Co heB u on.dhs is bankrolled
disproportionately by the UK. Will this
continue on Brexit or even after Brexit?

policy to support and encourage more
countries to join the EU.

The accession of Romania has opened
anot her Orouednkodhe BU fdr
citizens of Moldova - a non-EU country -
through its 6 o p leord e ardangement with
Romania.*°

The candidate countries are mostly poor. The
inevitable consequence of these countries
becoming EU member states is that under
this heading alone, the UK, already the
second largest net contributor to the EU,
would be paying out far more.*

GDP per capita of UK, Bulgaria and Romania

Country Population GDP per capita
UK 65.1 million $44,300

Bulgaria 7.1 million $24,600

Romania 21.5 million $21,800
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4. The EUG

fieasonable b e h a v i

Bulgaria and Romania& accession to the
EU and Free Movement of People to the UK
conferred on Bulgaria and Romania on 1
January 2014 has created a further paradox.
Bulgaria and Romania were both allies of
Germany in World War 2. Bulgaria was also
Germany@ ally in World War 1. Citizens of
Commonwealth countries whose relatives
and ancestors fought - and in many cases
died - for the UK do not now have the
rights to live, work and settle in the UK for
themselves and their families, enjoyed by
Bulgarians and Romanians.

our o

In the eyes of many of us, the EU has been guilty of i ureasonable b e h a v itowands the

UK. Here are some examples.

4.1. Boats f rom other EU countries have plunde red our fishing stocks due to the

Common Fisheries Policy

70% of the 6 E&Jdish stocks are in UK
waters. The Common Fisheries Policy
opened UK territorial waters to all other EU
member states. They have responded over
the past 35 years by plundering the UK8 fish
stocks. Moreover, the UK is not permitted
to manage its own fish stocks. Management
is carried out according to the rules of the
Common Fisheries Policy. This has been an
environmental as well as economic disaster.
The EU mind-set framed a fisheries policy

under which dead fish had to be thrown back

into the sea. After 30 years of this insanity
there has been marginal improvement, but
from a conservation viewpoint, too little,
too late. There are also direct costs to the
UK of the Common Fisheries Policy. A 370
foot long Dutch trawler gets 23% of the
entire English fish quota. According to Daily
Mail, in November 2014, roughly 43% of
England@ fishing quota was foreign owned.*?
In comparison, English fishermen are often
allowed fi t keep just two half-filled plastic

trays worth A 5 0 .The article continues:

A [ treaév]llains... are the bureaucrats in
Brussels and politicians in Westminster

who created a market rigged against small
players, one that is wasting vast quantities of
fish and gravely threatening many traditional
fishimgc ommuni ti es. 0O

It is essential that the UK Government
continues with its policy of reinstating full
control of British waters.
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4.2. The NHS is harmed by the EU& Working
On 1 August 2010, John Black, President of
the Royal College of Surgeons, stated: flo
say the European Working Time Regulations
have failed spectacularly would be a massive
understatement. Despite previous denial by
the Department of Health that there was a
problem, surgeons at all levels are telling us
that not only is patient safety worse than it
was before the directive, but their work and

hY

home lives are poorerfori t . . . O

Mr Black continued: i T mew government
have indicated they share our concerns,

but there is not a moment to lose in
implementing a better system which would
enable surgeons to work in teams, with fewer
handovers and with the backup of senior

by

coll eatfues. . . 0

Time Directive

Howard Cottam, President of the British
Orthopaedic Trainees Association (BOTA),
added: 1 A n e c ¥ orthephedic surgeons in
training have yet to see any of the promised
improvements in the quality of training, and
the College survey proves this to be the
case. Attempts to implement the European
Working Time Directive (EWTD) have largely
failed and the system remains reliant on

the professional integrity of trainees who
continue to cover the gaps in the rota. BOTA
genuinely looks forward to the promised
work of the new government to limit the
application of the EWTD inthe UK . %4 . 0
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4.3. Recording expenditu re - The EU will not p rovide and cannot p roduce a clean set of

accounts ¢

The European Court of Auditors (ECA) has
regularly identified A ma t dewels afl
irregularity, or errors in EU spending.*” The
estimated level of error in payments made
from the EU budget was, 3.8% in 2015, 3.1%
in 2016, and 2.4% in 2017 - all significantly
above the 2% materiality threshold.*® Before
1994, the ECA did not issue an annual
Statement of Assurance on EU accounts at
all.

Inappropriately, astoundingly, the then
President of the EU Council, Herman Van
Rompuy, sought to influence the auditors.
Van Rompuy said to the ECA: fivour reports
are not released into a void but into the

rough and tumble of political life and media
re por t iHaantinuedof |tme end

we are all responsible for Europe and its
image. In times of crisis, it is more vital than
ever to foster confidence. We should also
be teaching, to convince Europeans and

demonstrate clearly that Europe is not the
source of problems, butthes ol ut i on.

Mr van Rompuy has been described as

i h a vtherclmarisma of a low grade bank

c | e“ But, surely, the lowliest grade bank

clerk knows better than to seek to influence

auditors! If the EU were a financial institution
in the United States, Von Rompuy would be

subject to prosecution and a prison term.

4.4. Our post o ffices are closing down

In recent years, more and more post offices
in the UK have closed. This has been a
calamity for many communities, as rural
post offices had often been their major
mailing hub. With public transport extremely
limited in rural areas, many now face costly
car and taxi journeys to reach their nearest
post office. This is a direct consequence
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of the EU Postal Services Directive steered
through the European Parliament by the
British (Labour) MEP Brian Simpson in
1997.5° Before that directive, the Royal Mail
had been able to cross-subsidise rural post
offices. Furthermore, the directive forced
Royal Mail to open commercial mail delivery
to competition from European companies,
enabling them to cream off the best
business.

4.5. European Arrest Warrant (EAW)

The primary purpose of the law in the Anglo-
American world is not to lock up people

but to protect us from arbitrary arrest and
imprisonment. Hence, we have had habeas
corpus - fi nimprisonment withoutt r i al
or, more accurately, without charge - since,
arguably, Magna Carta. Now, under the
European Arrest Warrant, a prosecutor

in another EU member state can serve a
warrant so that any resident of the UK is
carted off to prison in their country. EU
countries now include Bulgaria and Romania.

The European Arrest Warrant negates at a
stroke a vital part of 900 years of English
Common Law, including the presumption of
finnocent until proven guilty. ©

Were Turkey to become a member of the

EU, British citizens would then be liable to

be carted off to a Turkish prison under the
European Arrest Warrant. If anybody still
remembers the 1978 flm A Mi d nBxgehs s, 0O
this prospect is scary! For my part, | would
not wish a Turkish prison on my worst enemy.

4.6. We cannot use the light bulbs we want

Incandescent bulbs have had to be replaced
as a consequence of directives 2009/125/EC
(Ecodesign Directive), 2008/28/EC (Amending
Directive) and 2005/32/EC (Ecodesign
Directive).5! 5253 The replacement bulbs
produce a different, lesser quality of light.

Moreover, the EU specified that light bulbs
must contain mercury, a poisonous
neurotoxin. There are significant problems in
how, eventually, to dispose of the mercury in
these EU light bulbs, another ill-thought-out
EU directive.
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4.7. The EU is placing unfair measures on
our vacuum manufactu rers

Ecodesign for Energy-Using Products and
Energy Labelling Directive 2009/125/ EC has
been the source of much criticism from UK
vacuum companies/manufacturers, including
Sir James Dyson.>

Dyson states that the way new EU standards
are being implemented is concerning.
Further, he argues that the costly research
and development required to obtain the
energy label prevents companies from

allocating resources towards developing
more energy-efficient vacuum cleaners.

4.8. The relatives move in
As an EU member state, the UK was bound

by firee movement of p e o p (Arécte 45
of the Treaty on the Functioning of the

European Union). i Fee movementofp e o p | e ¢

is misleading. It is in fact a right to work, live,
settle and claim benefits. This has had many
consequences.

Table 22
Population from selectedEastern Europeancountries in the UK
Country Poland Romania Bulgaria
Number 889,000 410,000 83,000
Source:ONS

One response to the figures above - almost
certainly underestimates - is along the lines
of A w h abbut UK citizens living in their

C 0 unNnt rSeebhsld@vo

The effect of the free movement article is
almost completely one-way traffic, certainly
from Eastern Europe.

People come to the UK for lots of reasons.
Probably, the principle one is that wages are
significantly and materially higher in the UK
than in those countries providing most of the
immigrants. This wage gap will become even
greater with the scheduled increases in the
UK@& minimum wage, the living wage.
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Table 23

Statutory minimum wagerates for full -time employees

Country Monthly minimum wage Effective year
UK al, 397 2016
Bulgaria 0214 2016
Croatia a ar 2016
CzechRepublic 0360 2016
Estonia 6430 2016
France 01, 466 2016
Greece U580 2012
Hungary u$353 2016
Kosovo 0210 2017
Lithuania 4350 2016
Luxembourg al, 922 2015
Netherlands ul,524 2016
Poland U430 2016
Portugal U530 2016
Romania 4276 2016
Slovakia 6405 2016
Slovenia a790 2016
Spain U655 2016
Slovenia a9l 2016
Spain u655 2016

Source:TheFederationof InternationaEmployers
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Table 24

Immigration from the UK to selectecEastern European countries

Poland Romania Bulgaria
Number of UK Citizens 5,559 351 18,000
Source:ONS
UK citizens living but not working in EU EU. It is hardly surprising that even those
countries have rights from the Vienna who want the UK to stay in the EU talk about
Convention (see Appendix 2). a freformed Euro p eTh@next chapter
shows why fre f o r maig notasulffizient.
In the circumstances of what is set out It focuses on dismissing some of the
above, it is clear that the UK has had an falsehoods of the Remain argument.

entirely dysfunctional relationship with the
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hy is the UK paying £39 billion to have i a ¢ ¢ @osasnarket with which the UK ran a £71
.9 billion deficit in 2019? This included a whopping £95.3 billion deficit in goods.

Table 25

UKGtrade balance with the EU - goodsandservices- in £ billions

2012 2013 2014 2015 2016 2017
Exports 150 151 226 230 223 274
Imports -206 -216 -288 -291 -291 -341
Balance -56 -65 -62 -61 -68 -67

Source:Houseof CommonsLibraryfi St a t dnEU-UKdrade201 9 0
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The Remainers and their hangers-on in the
media, in particular the BBC and SkyNews,

sustainable? It has been so far, but for
countries whose currency is not a reserve

are fond of repeating words to the effect i T h &urrency, balance of payments cannot be

EU is the UK@ largest trading partner. @his in
its own terms is true. However, that glosses
over, indeed conceals, the key fact that since
joining the EU, the UK has run a large and
seemingly every increasing trade deficit with
the EU.

The 2019 trade deficit in goods was
£95.3 billion. Just this deficit is larger
than the entire economy of Ghana. Is
this deficit

Table 26

ignored forever.

Every country in the world - even North
Korea - has some kind of access to the EU
market. It is a fundamental error of principle
and of fact to imagine that there is a clear
dichotomy between EU membership and

A a ¢ ¢ eandsnp BU membership and i n o
access. o0

Goodsexports to the EU from the UK and China (in billions of euros)

2010 2011 2012 2013 2014 2015 2016
UK 166 191 185 187 191 158 166
China 284 295 292 280 302 351 345

Saurce: ONSPink Book andEurostat

China does not pay to have access to the EU Single Market.

The reality is that there are several, indeed numerous, kinds of different trade relationships
that the EU has. This chapter sets these out and, in so doing, corrects many falsehoods.

1 jr—
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1. Falsehood: The UK needs to be in a political union in order to

access EU markets.

The BBC and the EUG fellow-travelers in the
media have been peddling this falsehood for

years.

The figures reveal something entirely

different.

Table 27

The total trade between the EU and these 20
non-EU countries was almost i 2 . 6 tinr i |

2013. This was more than the entire GDPs of
France and the UK, in that same year, which

were U 2

t randlGlli. ®n traspettiVely.o n ,

Table 27 illustrates further the magnitude
of the trade between the EU and non-EU

countries.

Rest of the world: trade with the EU

Number Country Trade volume in millions
1 USA 0 632,589
2 China (573,087
3 Switzerland (260,842
4 Russia 0 231,166
5 Turkey 0 154,267
6 Japan (129,568
7 Norway (128,162
8 SouthKorea 199,536
9 India 085,937
10 Canada 069213
1 Brazil 063,394
12 Mexico 061,824
13 SaudiArabia 054,964
14 Singapore 053,250
15 U.A. Emirates 052,674
16 Taiwan 050072
17 HongKong 047,928
18 Australia 047,701
19 Vietnam 047,640
20 SouthAfrica 047,171

Sour@: Eurostat
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Table 28 expresses the magnitude of the
trade (exports + imports) between the EU
and the top 20 non-EU countries in terms of
the GDP of the five wealthiest countries in
the EU.Sothis 6 E-kbn EU 6 tignaok e
than 1.5 times the GDP of Spain, and over
2% greater than that of the GDP of the UK.
Even considering the EU8 wealthiest
member, Germany, the EU-non EU trade is
80% of that country@ GDP.

Table 28

The facts are crystal clear. The UK& europhile
establishment and its assorted hangers-on

in the media are peddling blatant falsehoods.
These figures are provided by Eurostat,

a 0 ectorate-G e n e rofahe &uropean
Union itself. Unlike the EU& accounts, no
independent auditors have disagreed with
these figures.

GDPs of selectedeuropeancountries comparedto the value of total trad

from 20 non-EU countries

Spain $1,778billion 1.86x
Italy $2317 billion 1.4x
UK $2,925billion 1.02x
France $2,856billion 0.99x
Germany $4,199billion 0.80x

Source:CIA World Factbook

A country does not have to be in a political
unioninordertot r a dnetéemotely, not
at all. We are not going to be leaving EU
markets when we leave the EU. We are
not going to be excluded from EU markets

when we leave the EU. It is transparently
clear that UK trade with EU member states
will continue. Facts are facts: that all trade
is going to come to a stop is simply not a
tenable proposition 1 let alone a valid one
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2. Falsehood: A country outside the European Union (EU) must

have a free trade agreement (FTA) with the EU in order to trade

with and in particular to export into it.

Table 29

Top exporters from the restof the world to the EU

Rank Country Value of exports to the EU
1 China* 0 374.5billion
2 USA* U 255.4billion
3 Russia* U 145.1billion
4 Switzerland 0 110.3 billion
5 Norway G 77.4billion
6 Turkey 0 69.7billion
7 Japari* 0 68.5hillion
8 SouthKorea 0 49.9billion
9 India* G 44.1billion
10 Vietnam?* 0 36.9billion

*Countrieswith which the EU did nothaveanFTA in 2017
*An EU-JaparnlradeAgreementameinto force February2019

Source:EuropeanCommissiorifopTradingPar t ner s 0

Table 29 lists 10 countries, none of which
are members of the EU but nevertheless
have very sizeable exports to the EU. All 10
countries listed are ranked in their exports to
the EU: their rank number is given in the first
column. Clearly, a country does not have to
have a FTAwith the EU in order to trade

with it.

In exports alone, China exported goods and
services worth over U 3 7 4  hintoltHe EW n

in 2017.1
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The author was asked about a future EU- trade deal. Six out of the ten biggest

UK Trade Agreement on Brexit on the BBC& exporters do not have a trade deal, eleven
fiDaPolyi bnil@Nodember 2015: out of twenty do not have a trade deal,
So it§& not absolutely necessary. But in
Interviewe r, Jo Cobu rn: practice, because we run a very, very large
A O that, what does make you think that deficit, it& about £687 billion since we
Brussels would negotiate such a good joined, a trade deal isnd necessary, but
deal. Why would they, if we pulled out, it§ absolutely inevitable because it§ in
which they dond wantustod o ? the economic interests for Brussels and

Brussels businessmento beinone . 0
William Dartmouth:

A would like to point out to you, if | may, The facts are clear: a country does not need
that the three biggest exporters to the to have an additional trade agreement with
European Union’ name'y Russia1 Ch|na the EU in order to be able to trade.

and the United States do not have a

2.1. Top EU trading partners without a  trade agreement

Six out of the top 10, 11 of the top 20, and 21 of the top 40 exporting countries to the EU do
not have a trade agreement with the EU.

2.1.1. Case Study: China

oA It might be supposed that, given the type of bloc trading structure that the
* > EU represents, its trade with non-EU countries would be based on there
being a trade surplus in favour of the EU. However, China runs a massive
trade surplus with the EU, and that without a trade agreement.

Table 30
EU trade in goodswith China
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2.1.2. Case Study: Russia

Table 31

EU trade in goodswith Russia

250 |

0 \/ — \‘\\ —

There was an observed decline in trade volumes between the EU and Russia
after the effect of trade sanctions and counter-sanctions enacted in 2014.2

In addition, in recent years, Russia has suffered from a downturn in its
economy, falling oil prices and the ensuing weakening of the ruble. However,
Russia had run a massive trade surplus with the EU until the end of 2013.

S
«» 100 |®
c
2 50
o 0
-50— //e\.
./0-\..\‘ X . "
-100 o o o
T T T T T T T T
2007 2008 2009 2010 2011 2012 2013 2014 2015 201q
Exports Imports ——— Balance

Saurce: Eurostat

2.1.3. Case Study: USA

The USA has consistently run a trade deficit with the EU. However, what is
important to the argument is the sheer value of the two-way trade between

= the USA and people and businesses in the EU.

Table 32

EU trade in goodswith the USA
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Summary

A UK-EU Trade Agreement i which is addressed below i is, in practice, inevitable, but as we see
here NOT essential.

Source:Eurostat
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2.2. The WTO

Tariffs are the customs duties imposed on
imported goods by the importing country.
Since World War 2, tariffs have been
negotiated down dramatically. The average
trade weighted tariff in 2018 was only 2.8%.3
One of the reasons a trade agreement is

not essential is because of the fall in global
tariffs. Another is the development of WTO
Codes on non-tariff barriers. These have
also reduced the necessity for bilateral trade
agreements.

2.2.1. WTO - Basic Facts
Let us review and restate the WTO basics.

The post-Brexit alternative of trading

under the WTO is far more appealing than
remaining in the EU. Under the GATT/WTO
Most Favoured Nation (MFN) principle,
countries have the obligation to treat all
nations equally, apart from those in a

free trade or Customs Union agreement, a
safeguard which prevents the 27 from
discriminating against the departing member.

The EU27 retain their obligations not to
increaset h e i r farBf oduaithdother
WTOme mb er s . Wb6Qehnebre wils 0
include a departing Member State. Thus

fears that the EU would impose punitive

tariffs on the UK are completely unfounded.
Similarly, the frechnical Barriersto Tr a d e 0
and other WTO Agreements prevent

vexatious non-tariff barrier actions by the EU.

Whilst increases in Bound tariffs are not
permitted, reductions are allowed. In
particular, the WTO would not prevent the
UK from reducing or eliminating the duties
which it currently pays to the EU on items of
which it is a net importer (notably food and
footwear).

The exception on lowering Bound tariffs for
free trade agreements or customs unions

is quite narrow. The exception allows only
agreements which reduce tariffs on ALL (or
almost all) trade between the parties to zero.
The reduction in tariffs cannot be selective.

If a Member State leaves the EU, then
regardless of European law, its obligations
under GATT/WTO continue unaltered. It
cannot increase its bound tariffs; i.e. the
tariffs it currently applies under the EU&
Common External Tariff (CET), in trade with
one another as well as with third country
WTO members.

For simplicity, the UK and EU have chosen to
maintain the CET as it stands on 29 March.
Neither the EU nor the UK would have an
alternative to maintaining CET tariff rates,
except:

1. The choice whether or not to conclude a
free trade agreement.

2. The opportunity to unilaterally reduce
tariffs to all WTO members on certain
items

To consider some important specifics:

I. In the absence of a Trade Agreement, what
is the average level of tariff that the UK
would face on its exports to the EU 27? This
has to take into account the range of goods
we actually sell there. The average figure
across that range is about 3% (more precise
estimates say 2.7%). There are some outlier
rates - one of which is cars at 10%.
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2.2.2 The fall in global tariffs
Table 33

The fall in global tariffs since1990

The Fall in Global Tariffs since 1990

20

80

70

&0

w
i

Tariff Rate (%)

L
o

20 -

10

1980 2000 2008 2009 2010

—ndin e a2l

Table 33 illustrates how the tariffs imposed
by five countries (India, Brazil, Russia, China
and the UK) have fallen so that the average
each country charges on imports is well
under 10%, and is mostly around 5%.

Another reason for this fall is that WTO
membership assures all members of Most
Favoured Nation status (MFN). MFN ensures
that reduced tariffs are applied to all, reduces
0 r udf @ si gompliéations, restrains
domestic special interests from developing
protectionist trade restrictions, and promotes
non-discrimination in trade.

‘Russian Federation

2011 2012 2013 2014 2015 2016

= Chira e==|Jnited Kingdom

Thus, the WTO is a good reason why a
trade agreement i for example with the

EU T is not essential for a country which is a
WTO member. Membership of the WTO
guarantees a country the ability to trade with
the EU with or without a trade agreement.
The WTO also makes it impossible for the
committed federalists in the European
Commission and the European Parliament to
place discriminatory tariffs on the UK.

Note the extent of WTO membership (see
Table 34). All members have an equal right to
participate in trade negotiations, whether or
not they are part of a large trading bloc.
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Table 34

WTO Members

Membershipstatus: [ ] WTO member [ | Observemegotiatingaccession

ii. What is the level of revenue that would
likely flow each way? The key point is that
the UK has a large deficit on visible trade
with the EU27 and would gain tariff
revenue on imports commensurately. This
net gain would be quite large. So on the
reasonable expectation of increased
revenue, why is the UK Treasury so
opposed to proper Brexit?

To make it crystal clear: tariffs can only

be negotiated down (not up) because if a
Member State leaves the EU, then regardless
of European law, its GATT/WTO obligations
continue unaltered. A state cannot increase
its bound tariffs; i.e. the tariffs it currently
applies under the GATT/WTO.
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2.2.3. A Hral Bre a kipreferable to being part of the EU Customs Union

There were once many in Westminster
favouringa Cust oms Uni on.
Union is not an option. It is the current EU
Customs Union or nothing. Perhaps they
confuse a Customs Union with Tariff Free
access. The second is a subset of the first but
comes without all the strings of a Customs
Union.

Crucially, a Customs Union would deny the
UK the freedom to negotiate trade
agreements with third countries (where the
majority of our exports go) whereas tariff free
access via a UK-EU trade agreement would
allow that freedom. The UK can negotiate
tariff free access for most or all tariff lines on
a bilateral basis as part of a bilateral UK/EU
Trade Agreement. The EU can conduct its
own trade agreements within the Customs
Union, the UK cannot.

We can and, should, look for free trade
Agfeémeriisamdtt oorrfriends world-wide,
including our European friends. But we
cannot ma k e faliffawe a Wwithahem, or
they with us. It is zero tariffs or nothing.

Evenif a bilateral EU-UK trade agreement is
not negotiated, leaving the EU would still be
preferable to remaining in a Customs Union.
The cost to the UK of belonging to the Single
Market is in excess of an equivalent 4% on
our exports. The USA, as a non-member of
the Single Market, pays only 3% on exports
to the EU.

2.2.4. Bigger is not necessarily better in trade negotiations

A common Remainer claim is that the UK will
more easily negotiate new trade agreements
with non-EU countries if we do it jointly with
the EU than on our own. The proposition is
that a big trading bloc has inherently greater
negotiating strength. Ergo, Brexit will weaken
the EU slightly and the UK considerably. This
belief has of course always been part of the
raison d oré of the EU.

However, the proposition is wrong in
principle. Although it is true that a bigger
trading bloc can use its wide market as

a negotiating card, this is offset by the
negotiating disadvantage that comes from
asking for more, because it has more exports
to sell. Where does the balance lie? Thereis
no a priori assumption as to which of these
factors will prevail. It will vary from case to
case.

Thus smaller countries often find it easier
to reach trade deals than large trading
blocs. Iceland, with a population the size
of Coventry, negotiated a trade deal with
China. The EU does not have a deal with
China.

Also, a large trading bloc has to negotiate
twice. It has to go through a pre-negotiation
stage, in order to establish a common
position in advance of the main negotiation.
For the UK, the pre-negotiation stage

with our Europeanii p a r t imagavways
been tougher than the main negotiation

(for example getting the Uruguay-round
launched). In other words, our main
commercial adversaries are within Europe,
not beyond it!

A free trade agreement is not necessary (and
potentially not helpful) to trade with the EU.
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Food

Negotiating strength depends on what a
country has to offer. The UK has an ace

up its sleeve, in the shape of a willingness
to import food without trade barriers. That
gives us a strong card when negotiating a
free trade agreement with any food exporting
country - of which there are many. The

EU, as a net exporter of food, lacks this
advantage, and places protectionist tariffs on
agricultural imports.

Nevertheless we cannot take full advantage
unless we revert to our historical policy of
buying food at world prices, and subsidising
UK farmers directly, if we choose to do so.

Clothing

On textiles, the EU8& CET is 15-20% in order
to protect EU textile exporters. The UK as a
net importer is unlikely to export textiles to
the EU on any scale. It will have access to
significantly cheaper textiles by cutting or
eliminating this tariff.

Cars

On motor vehicles, the EU& CET is 10%,
more than three times its average rate

for industrial products. Britain exports
substantial numbers of vehicles to Europe, all
from foreign-owned plants, and many relying
heavily on international supply-chains which
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include from EU Member States. The recent
EU - Japan Trade Agreement has lowered
most EU and Japanese vehicle tariffs to

zero. This has had the effect of persuading
some Japanese manufacturers (e.g. Honda)
to relocate Manufacturing from Europe to
Japan. This is not a result of Brexit, but rather
of the trade agreement negotiated between
Japan and the EU which affects the UK even
without Brexit.

The motor industry is suffering worldwide.
Causes include the government-led
encouragement for diesel and its subsequent
reversal, the German car manufacture r s 0
deceptions on emissions, andthe 6 d a s h 6
for electric cars. The car-buying public are
rightly confused and are as a direct result
postponing purchases - for reasons entirely
unconnected with Brexit.

I

2.3. Conclusion

Continued membership of the existing EU
Customs Union or of a new EU-centric
creation is neither desirable nor beneficial for
the UK. It negates many of Brexit§ potential
benefits.

The 10% CET on cars would be the default
for the UK after 31 December 2020. We
could then apply that tariff on all EU 27
cars imported into the UK. So French, Italian
and German cars would all have to pay 10%
tariffs. It is worth noting that the UK is
Germanya@ single largest export market for
motor vehicles.

Subsidies

The EU opposes industrial subsidies as
giving local industries i u n fadvantage
over similar sectors inother EUc ou nt ° i
In theory, then, the Customs Union has a
downside for the Labour Party because it
does not allow industrial subsidies of the
kind the Labour Party would like (e.g. steel
subsidies in Port Talbot). This argument
against the Customs Union has to be used
with care as the EU Commission, ever
inventive, invoked an exemption procedure
in the 1990s to allow major steel subsidies in
Germany, Italy and Spain.

-—

Furthermore, it gives precedence to our
declining trade with the EU at the expense of
our greater and expanding trade with the rest
of the world.
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3. Falsehood: There is only one kind or type of trading relationship

with the EU.

In fact, the EU has entered into multiple
different kinds and types of trade agreements
and arrangements. The author has counted
seven.

Others define the number differently. For
example, see the table from Dr Lee
Rotherham@ 6 Ma n nthe® @ mpis 6
reproduced in Appendix 6 i which calculates
15. If we take the view that not all trade
arrangements are exactly the same, and

Table 35

that there are material differences, we would
be almost up to Heinz&@ fivbarr i eTthe e s .
key point is that whatever the criteria, the
dichotomy normally presented and still
presented in terms of EU trade and markets
asfii ord o uiginvalid and false.

Paragraphs above have addressed one kind
of EU arrangement for trade; that is, no trade
agreement at all. Let us consider the others.
Allhave i a ¢ ¢ dostte &U markets.

The EUdstrade arrangements in ascending order of integration

1. The WTO/USA option - No trade agreement

2. Trade Agreements

a. According to the European Commission, the EU has around 50 trade agreements
currently in operation, including Mexico and South Korea. There are also 12
further trade agreements in negotiation and another 8 concluded but not yet

ratified.

b. Generalised Scheme of (Trade) Preferences - GSP - (for developing countries) - 90
countries, of which 10 countries are Generalised Scheme of (Trade) Preferences
Plus (GSP+). Total: Over 100 countries have Trade Arrangements with the EU.

3. European Free Trade Association - EFTA - many advantages but requires i fee

Movementof Pe op |l e 0

4. European Economic Area - EEA - also requires fi Fee Movement of P e o p44e 0

countries

5. Switzerland - a special category has one-to-one agreements with the European
Union. Since the February 9th 2014 referendum, restrictions intended on i fee

Movementof Peopl e. 0O

6. Inthe EU Customs Union - but not member states - Andorra, San Marino, Turkey, and

Monaco

7. EU Political Union - 27 countries including the United Kingdom
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What matters is not the precise terms of The chart below shows all of the countries

these EU agreements/arrangements. For the ~ With which the EU has trade agreements. All
purposes of the argument, what matters is of these agreements are unique and have
that multiple kinds of EU trade arrangements ~ been, will be, or are in the process of being,
and agreements exist. The trade agreements ~ Voted and negotiated between the EU and
are there; they are in place. They set the the respective states.

precedents.

Table 36

The state of EU trade

THE STATE OF EU TRADE
<

20 18

'S UNION (Andorra, Monaco, San Marino, Turkey)  Pending negotiations for a preferential trade ag

ential trade agreement (FTa EPA DCFTA) mmhamm
€8 Preferential agreerent in the process of mode

Source:EuropeanCommissionNewsArchive

We now consider the EU8& multiple trade arrangements in more detail.
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3.1. The EU& arms-length relationship in trade

3.1.1 Case Studies
3.1.1.1. Case Study: Mexico

As shown above, a country
3 can be outside the EU T

: and geographically and
N politically separate and
distant T yet still have extensive free trade
with the EU. One such is Mexico, with
which the EU signed a free trade agreement
(FTA) in December 1999. That FTA, which
came into force in October 2000, stated a
goal of ending tariff and non-tariff barriers,
including customs duties, anti-dumping
measures and technical regulations. It
contains provisions, inter alia, for the
liberalisation of market access in public
procurement, intellectual property rights,
investment, financial services, technical
barriers to trade in industrial and agricultural
goods, telecommunications and information
services, agriculture and dispute settlement.
The agreement also includes components
in which the parties agree to increase
cooperation in mining, energy, transportation,
tourism, statistics, science and technology,
and the environment.®

Consequently, all manufacturing exports from
Mexico have benefited from tariff-free access
to the EU market since 2003 i.e. no tariffs at
all. In agriculture and fisheries, both parties
have committed to reducing tariffs on most
items.

As of April 2018, trade in goods between the
EU and Mexico had risen by 148% since the
existing EU-Mexico Trade Agreement came
into force in 2000.” In 2017, the total value of
two-way trade in goods between the EU and
Mexico reached a new high of U 6 1 billibn,
and continues to grow.® Investment flows
between the EU and Mexico are increasingly
reciprocal, with growing Mexican direct
investment in the EU. In 2015, Mexican
companies had made investments totalling
s ome U 1 6in HJicduhtrieo®nn 1999,
the total value of Mexico-EU two-way trade
was onl pilloa.16. 7

In summary, the EU-Mexico Trade Agreement
clearly demonstrates that a country on a
distant continent from Europe can i without
being a part of the political construct that is
the EUT have a trade agreement with the

EU which eliminates tariffs and operates
successfully.




3.1.1.2. Case Study: South Korea

South Korea is another

//‘/ .
7, N country which successfully
W trades with the EU T

- 050 bin20L7.%An

comprehensive free trade agreement
between the EU and South Korea was
provisionally applied in July 2011 and
formally ratified in December 2015.%* It
eliminated all tariffs on industrial goods and
agricultural goods in a progressive, step-by-
step approach. The majority of import duties
had been removed in 2011. The remaining
ones 1 with exception of a limited number of
agricultural products i were removed after 5
years on 1 July 2016.12

Table 37

The EU tariff on imports from South Korean
cars was 10% before the implementation of
the agreement; it is now 3.3% for small cars
and 0% for larger models.

99% of the EU& average tariffs (8.2%) on
South Korean textiles were immediately
eliminated when the agreement came into
effect, with the remainder being removed
over the next few years.

Similar provisions are in place for major
manufactured goods, including appliances
and pharmaceutical products. Most EU tariffs
on South Korean glass, leather, fur products,
footwear, iron and steel products, and optical
instruments, were also eliminated.

South Korea: EU tariffs on cars and textiles

Category

Average tariff rate prérade
agreement in 2011

Average tariff rate in 2015

South Korean cars 10.0%

Small cars [ Medium/large cars

3.3% 0%

South Korean textiles 8.2%

0%

The EU-South Korea agreement is also
notable for its comprehensive removal of
non-tariff barriers. This covers technical
barriers, customs administration and trade
facilitation, rules of origin, competition law,
and transparency.

In 2017, the total trade in goods totalled
around U 1 0 0 Bl tHe foorth quarter
of 2018, overall foreign direct investment in
South Korea increased by $7.7 billion.** Due

in part to the agreement, South Korea@ GDP
is projected to grow by at least 2.6% during
each year of the next five.t®

South Korea& Trade Agreement with the EU,
like that for Mexico, is another example of
geographically distant countries entering into
bilateral trade agreements (FTAs) with the EU
and benefiting from enhanced and i mostly 1
tariff-free trade.
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3.1.1.3. Case Study: Singapo re

_ («, \ EU-Singapore Trade

TNe Agreement (consent given by
the European Parliament in
February 2019).

The main features of the EU-Singapore Trade
Agreement: almost all goods will enjoy tariff
free access within five years; there is an
investor protection mechanism; there will

be more openness in public procurement
markets; Singapore will recognise EU safety
tests, and there will be mutual recognition of
professional qualifications.

Why not the same for the UK?

3.1.2. Generalized Scheme of Tariff Preferences (GSP)

The Generalized Scheme of Preferences
(GSP) is a type of trade agreement principally
for developing countries.'® Since 1971, this
scheme has allowed developing countries to
pay lower tariffs on their exports to the then
Common Market, now the EU.” The scheme
is subject to WTO rules, in particular to a
so-called i E n a ba |i anugsheloallows

for exceptions to the WTO& i Mo Bavoured
N a t i pointiple for developing countries.

As of 1 January 2018, there were 17

countries in the scheme, (down from 88 in
2014 and 111 in 2013).*® The countries cut
from the programme were those ranked as

high income or upper-middle income by the
World Bank, including Brazil and Saudi
Arabia. The arrangements cover 6,200 of a
total of some 7,100 tariff lines that have rates
above 0%.

Overall, GSP reduces tariffs on 66% of all
tariff lines for beneficiaries.!® The tariff lines
are split into non-sensitive products - which
enjoy tariff-free access to the EU - and
sensitive products such as food, textiles,
clothing, carpets, and footwear - which enjoy
tariff reductions. In 2016, GSP category
exports to the EUwere valuedatu 6 2 . 7
billion.?°
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