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Preface  

 

 

The Decision 

 

At the Referendum on June 23rd, the choice facing the British 

people is to decide between two alternative systems of 

governing their country.   

 

In one alternative, the democratically elected British Parliament 

at Westminster becomes again the supreme source of law and 

government in Britain in all matters, as it was up to 1973.  To 

opt for this alternative will require voting on June 23rd to 

“Leave” the European Union. 

 

In the other alternative, which has applied to Britain since 1973, 

the appointed European Commission in Brussels has become the 

principal source of government in Britain for trade, immigration, 

energy, the environment, agriculture & fisheries and business 
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regulation1.  European Law in these fields, as interpreted by the 

European Court of Justice in Luxembourg2 is supreme over 

national Law, including British Law.   

 

The elected European Parliament (EP), in Strasbourg can block 

the Commission’s proposals, but not initiate any of their own.  

Britain has 73 out of 768 members of the EP.  To opt for this 

alternative will require voting to “Remain” in the European 

Union. 

Implications 

 

The purpose of this book is to lay out the main consequences of 

the choice between the two alternatives for the ways Britain 

actually works and earns its living in the fields of: 

 

jobs and the economy, immigration and asylum, 

energy and the environment, how it protects 

itself, its relations with the EU and the rest of the 
                                                 
1 Formulating and proposing a Directive or Regulation remains entirely in the 
hands of the European Commissioners, of whom Britain is able to nominate 
just one of twenty-eight, currently Lord Hall of Oareford. 
2 Not to be confused with the 47 member European Court of Human Rights 
in Strasbourg, which derives from the Council of Europe formed in 1949.  
Britain’s membership of the body is not an issue in the Referendum on June 
23rd. 
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world, and how our sense of belonging and 

identity could be affected. 

 

Many things in these fields will remain unchanged at least for 

the time being whichever alternative is chosen.  But in all fields 

the decision between the two alternatives will have some serious 

implications.  Whatever the vote, Britain will need to be clear 

about these in any future negotiations with the European Union 

and countries in the rest of the world. 

 

Plans for the Two Alternatives 

 

Clearly the outcomes of such negotiations can only be 

conjectured at this stage, but boundaries can be set before the 

Referendum.  Chapter 11 sets out the maximum that Britain 

aims for, versus the minimum she can accept in the various 

fields (Chapters 2-9) in negotiation between the UK and the EU, 

whether the vote is to remain or leave the EU.  Not every detail 

needs to be set down at this stage3, nor should there be any 

                                                 
3 In a short digestible book, only the principal features of the alternative plans 
are set out along with the ruling data.  References are given to more detailed 
texts in each field, which can be consulted. 
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anxiety to settle everything by a certain date4, even in the case of 

a Leave vote.  But as will be seen, there are a few points of 

principle that can be established now before the Referendum, so 

that the British people know where they are going.  In either 

event and especially if a decision to leave the EU is made, our 

primary negotiators must be people of brains, determination and 

above all commitment to that decision. 

 

Spirit of this Work  

 

Every effort has been made to distinguish those things which 

within the limits of human error are known, from those which 

are truly matters of opinion and feeling. 

 

It is hoped therefore that the open-minded reader will feel better 

informed about the momentous decision for the future of their 

country, their children and grandchildren, that he or she will 

make on June 23rd. 

                                                 
4 Some people have referred to the fact that negotiations between Switzerland 
and the EU extended over many years, as if this were a problem.  In fact the 
Swiss sensibly took the issues one at a time in order of priority, starting with 
tariff-free trade in industrial goods as far back as 1972. 
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Britain’s Referendum Decision and its Effects 

 

Chapter 1: Scene Setting: Where we are now 

 

1.1  Aims of the EU leadership past and present 

 

Although there has been much wishful thinking by British 

politicians about EU goals ever since Britain’s first abortive 

attempt in 1960-61 to join the European Economic Community 

of six (then) nations5 , the over-riding objective of “Ever Closer 

Union” has been reiterated in every one of the eight treaties 

from the first at Messina in 1957, through Maastricht in 1992, to 

Lisbon in 2009. 

 

Despite Britain wishing it to be otherwise, every single 

European politician of any standing, past and present, has 

explicitly repudiated the Free Trade Area concept for the 

EEC/EC/EU, from its principal “inspirer”, Jean Monnet, in the 

1940s and ‘50s with his advocacy of a federation of Western 

Europe, to the Lisbon Treaty which, being a series of 

                                                 
5 France, Germany, Italy, Belgium, Luxembourg and the Netherlands. 



Chapter 1 
 

2 
 

amendments to the earlier treaties, retains the goal of “Ever 

Closer Union” from the EEC founding Treaty in 1957. 

 

The vision of every Continental politician of any standing has 

been for what is now the European Union to assert itself as a 

single legal entity on the world stage - observer status at the UN, 

formal participant in trade sanctions against Iran and Russia, 

formal association with NATO, anti-piracy patrols and so on.  

Emphatically their vision is not that of a “Club”, as British 

politicians are wont to say, but that of a “State”. 

 

Advice to British politicians: if you are going to negotiate with 

someone, you’d best start by believing what they say about their 

own business, not pretend to yourself that after 48 years they 

don’t mean what they say. 

 

1.2  The UK’s System of Government and its Relation to the 

EU 

 

Although not made clear to the British public at the time of the 

referendum in 1975, membership of the European Union has 

always, from the start of the first tentative approaches between 
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Britain and the original six nations of the European Economic 

Community in 1960-61, involved loss of sovereignty in areas in 

which all fully independent states have regarded as theirs and 

theirs alone the right to pass and enforce laws6. 

 

The trade and other organisations which countries outside the 

European Union and the European Economic Area (EEA)7 may 

belong to, respect this basic principle of sovereignty, even 

where the supreme issues of peace and war are involved.  In 

NATO for instance all decisions of the 28 members have to be 

unanimous. 

 

1.2.1  EU’s Laws are supreme over British Law 

 

In the European Union, the founding document, the Treaty of 

Rome 1957, makes it quite explicit that its Court of Justice, 

which sits in Luxembourg, has sole power of determining the 

legality of the actions of the “Council of Ministers” which is the 

                                                 
6 E.g. As long ago as 26th January 1962 The Times newspaper in its 
compendium of articles on the “Common Market” spelt out the fact that the 
European Court of Justice was supreme over national courts of the EEC 
member countries. 
7 The EEA is composed of the European Union and Norway, Iceland and 
Lichtenstein. 
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principal executive decision-making body of the EU.  The 

Court’s judgements have the force of law in all member states 

and are binding on all parties from governments to individuals. 

 

Britain as a member of the EU felt the full force of this 

provision when Parliament (both Houses) passed the 1988 

Merchant Shipping Act8 without a single dissenting voice, only 

to withdraw it from going into UK law (by the Queen’s 

signature) when Margaret Thatcher’s government was advised 

that it would be illegal under the Treaty of Rome and contrary to 

the terms of the European Communities Act 1972.  This Act 

provided, and still provides the legal basis of Britain’s 

membership of the EU. 

 

1.2.2  The Maastricht Treaty 1992 

 

There have been seven treaties since the Rome Treaty in 19579.  

These treaties do not replace their predecessors – they add to 

                                                 
8 This was an Act, which among other things, provided that only British 
owned and registered vessels could fish in Britain’s sector of the North Sea 
and English Channel. 
9 Brussels 1965, Single European Act 1986, Maastricht 1992, Schengen 
1995, Nice 2001, Amsterdam 1997, Lisbon 2007. 
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them, always in the direction of increasing the fields over which 

the EU has powers. 

 

The Maastricht Treaty is the most significant of all the treaties 

besides the founding Treaty of Rome.  This is the treaty which 

set precise stages 1 to 3 for the eventual introduction of a 

common currency, the Euro in 1999, and the European Central 

Bank to supervise note and coin issue in the Eurozone.  The 

treaty also changed the EEC’s name to European Union in a 

clear statement that the organisation Britain had joined in 1973 

and voted to remain a member of in the 1975 referendum, was 

now an explicitly political body with its own currency, central 

bank, flag (the Marian ring of yellow stars on blue), anthem 

(Beethoven’s setting of Schiller’s “Ode to Joy”), everything in 

fact which the 194 independent member states of the United 

Nations have, except armed forces and tax-raising powers10. 

 

 

 
                                                 
10 The EU has nonetheless had several goes at acquiring military forces, 
including a planning secretariat for 15 battle groups (sic) and naval patrols 
made up of members’ ships.  It is in the process of drawing up a new Treaty 
for the 19 members of the Eurozone, which will control their budgets and 
have some direct tax-raising powers. 
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1.2.3  Maastricht Treaty not read by the British Government 

and Parliament 

 

The Maastricht Treaty document is a massive and highly 

complex affair of 306 pages, in a structure of Titles and Articles 

to which are appended 17 Protocols and 33 Declarations.  Of the 

17 Protocols, the two most important are number 3 and number 

10.  Number 3 defines the European System of Central Banks 

and the process for setting up the European Central Bank.  

Number 10 sets out Britain’s opt-out from stage 3 of Monetary 

Union – i.e. the adoption of the Euro. 

 

Of the 33 Declarations, the most important derives from Article 

J.4.  This calmly incorporates the Western European Union 

(WEU) into the EU.  The WEU was the defence cooperation 

organisation of which Britain was a founding member back in 

1949. 

 

It is the case that no more than a handful of our legislators 

devoted enough time to the Treaty before they voted on it.  

Those few that did were helped by the compendium of all the 

treaty documents from Rome onwards, made by this writer and 
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his wife and the summary version11, circulated to all members of 

parliament before the vote on second reading, paid for by a 

private individual, the late David Hill. 

 

The government of the day made no attempt to produce any 

comparable information for the benefit of MPs.  Its essentially 

careless, if not frivolous approach to this most profound change 

in the governance of the UK, which has characterised its whole 

approach to UK-EU relations, was expressed by its Foreign 

Secretary Douglas Hurd who reportedly said of the Treaty text 

on February 7th 1992 and never denied, “Now we’ve signed it – 

we had better read it.”12 

 

 

 

 

                                                 
11 “The Meaning of the Maastricht Treaty” by S F Bush and G M Bush, 
published by Prosyma Research Ltd, 1992 (3rd reprint 1999). 
12 When the Maastricht Treaty was rejected by the Danish people in a 
Referendum on June 2nd 1992, it was the same time that the Maastricht Bill 
was going through Parliament.  Many advisors and officials thought this 
offered a perfect reason for stopping the Bill, but Douglas Hurd said Britain 
would ratify the Treaty nonetheless and his will prevailed.  See N Lamont 
“In Office”, Little Brown, London, 1999,  pp 199-201. 
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1.2.4  How do EU decisions get incorporated into British 

Law and practice? 

 

Most decisions are not seen, because many are negative – like 

the Merchant Shipping Act which Britain was prevented from 

passing into UK law.  Those decisions which Britain has to 

positively act on come in two forms: 

• Directives 

• Regulations 

 

Directives are essentially goals which have to be achieved, 

although the precise means of doing so are left to the national 

governments.  The Climate Change Act 2008 is an example of a 

British Act of Parliament responding to a 2003 Directive to 

reduce carbon dioxide and other emissions by given amounts by 

certain dates.   

 

The Large Combustion Plant Directive, which has caused 

around 10 GW of coal-based electric power to be closed down 

by 2015, is another example from the emission reduction 

requirements agreed to by the Blair government in 2003. 
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Regulations come straight from the European Commission’s use 

of an enabling law previously agreed by qualified majority 

voting in the Council of Ministers.  These have legally to be 

acted on immediately.  The Reach regulations controlling the 

use of named chemicals are examples with very direct adverse 

effects on British industry, but which have nevertheless to be 

obeyed. 

1.2.5  EU Areas of Competence 

 

There are six areas of national life in which the EU has 

exclusive “competence”, as it is called, to issue Directives and 

Regulations.  The effect of exclusive competence is profound.  

Member states no longer have the power to introduce their own 

legislation in those areas: 

 

• Commerce 

• Agriculture 

• Fisheries 

• Transport 

• Competition Rules 

• Rules governing the free movement of goods, people, 

services, capital (the Four Freedoms) 
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Besides these six, there are 25 other areas where the EU and 

member states have so-called “shared competences”.  These 

include the environment, asylum; visas and immigration; 

education and training; economic and monetary policy.  In these 

“shared competences” member states can object to EU proposals 

on the grounds of “proportionality” which means that an 

individual state believes the problems the proposal is designed 

to address can best be handled by the member states. 

 

A few areas such as police remain subject to unanimity, i.e. one 

state can veto a proposal on its own. 

 

1.2.6  Decision-making in the Council of Ministers 

 

As described in Chapter 1.2.1 the “Council of Ministers of the 

European Union”13 is the executive decision-making body of the 

EU in which each member state has one representative.  

However, when it comes to a vote on a proposal from the 

                                                 
13 Not to be confused with the “Council of Europe” (CE) which is an 
assembly of 47 member states, including Russia and other former Communist 
countries of Eastern Europe.  The CE set up the European Court of Human 
Rights and is quite separate from the EU. 
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Commission, a complicated formula comes into play, going 

under the general title of Qualified Majority Voting (QMV).  As 

more states have joined, the numbers used in QMV have 

changed with each Treaty.  As of 1st July 2013 when Croatia 

joined, for a proposal by the Commission to be passed: 

 

• Fifteen of the 28 states must agree (15 must be against 

to block a proposal) 

 

• Two hundred and sixty out of the 352 votes must be in 

favour (93 must be opposed to block) 

 

• The states in favour must represent 314 million people 

(or 172 million opposed to block) 

 

The votes are heavily weighted in favour of smaller countries:  

currently Britain has 29 votes (along with Germany, France and 

Italy) out of 345, or 8.4% with a population of 12.8% of the EU.  

Poland has 7.8% votes and 7.5% of the population; Republic of 

Ireland 2% of votes and 0.8% of population. 
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Over the years under Qualified Majority Voting Britain has 

managed to block a proposal deemed against its national 

interests only once out of 56 attempts.  Should there be a 

proposal, for instance, under the EU’s Transport competence to 

force Britain and Ireland to drive on the right on the grounds of 

safety and production efficiency perhaps, Britain might well 

find it impossible to obtain the necessary votes (above) to block 

it. 

 

1.3  Changes in the UK-EU relationship negotiated by the 

British Prime Minister David Cameron, September 2015-

February 2016 

 

The basic purpose of David Cameron’s negotiations (entirely 

unwanted by the other 27 member states it must be said) were: 

 

1. To limit the number of EU citizens coming to stay14 in 

Britain. 

 

                                                 
14 All too typically of Britain’s relations with the EU, the exact meaning of 
“stay” was never spelled out.  According to the UN definition, anyone 
coming to or leaving a country for more than a year, is classed as a 
“migrant”.  Seasonal workers who return home would not be so classed. 
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2. To exempt Britain from the concept of “Ever Closer 

Union” which is in all of the treaties of the EEC/EC/EU 

to date and is the fundamental expression of its actual 

purpose. 

 

3. To in some way exempt Britain’s financial services from 

regulations, which the Eurozone countries may propose, 

in pursuit of generally “ever closer union” and 

specifically a “banking union”. 

 

4. To exempt Britain from paying levies to support the 

Euro. 

 

1.3.1  Outcome of the Cameron negotiations 

 

The EU 27 flatly refused to countenance any restriction on their 

nationals coming to Britain for any reason15.  Such restrictions 

were deemed to be in conflict with the EU’s four basic freedoms 

as defined in the founding Treaty of Rome: freedoms of 

movement of workers (Article 48), of capital (Article 67), of 

                                                 
15 There are already provisions in place to remove foreign EU nationals, but 
these are very limited and not related to numbers. 
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services (Article 59) and of establishment of firms and branches 

of firms set up in another member state (Article 52). 

 

Prime Minister Cameron then switched to negotiating a 

reduction of the factors “pulling” EU migrants, chiefly from 

Eastern Europe to the UK.  These, he believed were the UK’s 

comparatively generous work-related benefits – job seeker’s 

allowance and tax credits chiefly, but also housing benefit which 

is not related to work. 

 

Some short-term restrictions for a period of 4 years only were 

agreed.  But most comment, including that of the government’s 

financial watchdog, the OBR16, thought that, given the wages 

disparities between Britain and Eastern European countries, 

particularly Romania and Bulgaria (see Chapter 4), the 

reductions in “pull” thereby achieved would be small compared 

with net EU immigration running in 2015 at 172,00017 net per 

year. 

 

                                                 
16 OBR = Office for Budget Responsibility, set up by the Conservative-
Liberal government 2010-15 to provide a check of a government’s figures 
independent of the Treasury. 
17 Office of National Statistics (ONS) March 2016. 
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1.3.2  Britain and “Ever Closer Union” 

 

As for objective 2, exemption of Britain from the words “Ever 

Closer Union” could be important in a symbolic sense, but the 

virtually complete absence of the EU flag in Britain surely 

expresses Britain’s distance from the EU pretty well18.  The 

wish (and need) of the 19 EU countries which use the Euro to 

form a fiscal and banking union must surely prompt the question 

– why would the leaders of the UK government, its business 

leaders, and civil service, actually want to be in an organisation 

where all but two out of the 27 others (Sweden and Denmark) 

want to be in a different organisation, one devoted to “Ever 

Closer Union” from which the UK will, by its own declared 

wishes be separate?  Moreover the 19 Euro states and the 6 

candidate states constitute around 84% of the EU by population 

and GDP, so we will always be outvoted under Qualified 

Majority voting. 

 

 

 

                                                 
18 As commented on by visitors from the EU.  Most times the EU flag is 
customarily flown alongside the national flag in all other 27 member states of 
the EU this writer has visited or resided in. 
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1.3.3  Protection agreed for Financial Services 

 

For objectives 3 and 4 relating to financial services, specific 

undertakings which would have been of real value, such as 

exemption from the long-mooted financial transactions tax 

(which could extend its scope to every bank loan and deposit 

throughout Britain) were not obtained, while the exemption 

from bailouts in the Eurozone leaves plenty of room for future 

disagreement as to its scope19. 

 

Largely unnoticed in the press, is the quid pro quo insisted on by 

the EU side, namely that under the agreement Britain should not 

use its veto in the Council of Ministers to prevent the 19 

Eurozone countries from pursuing their fiscal and banking union 

objectives, one of the last steps needed to become a fully-

fledged state. 

 

What is clear is that the agreement obtained by the Prime 

Minister is the absolute limit that Britain can obtain.  Now, 

                                                 
19 It certainly won’t extend to crisis bailouts in other areas of policy, for 
instance on agreements with third parties.  Britain for example is having to 
pay £400 million to Turkey to bribe them to take back economic migrants in 
Greece. 
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before the Referendum vote is the maximum leverage that 

Britain will ever have inside the EU. 

 

1.4  Immigration 

 

For many, possibly a majority of British people, according to 

recent polls, a sustained sharp reduction in immigration is seen 

as the main reason for leaving the EU, i.e. the only way of 

achieving what Cameron originally set out to achieve20. 

 

“Immigration” as a term is used to cover a number of different 

things, but generally it means the coming to Britain of foreign 

people for reasons other than tourism or study (see Chapter 4). 

 

1.4.1  Number of foreign-born residents in Britain 

 

These have been provided by the 2011 Census (Table 1.1 

overleaf), but it may be thought that these are minimum figures 

since many foreign residents don’t speak much English and may 

not be keen to fill in official forms of any kind.  From 2011 to 

                                                 
20 2010 Conservative General Election Manifesto: “We shall reduce 
immigration to the tens of thousands per annum”. 



Chapter 1 
 

18 
 

2015, the ONS estimates the number of foreign residents to have 

increased by around 1.6 million to 7.7 million or 12% of the UK 

population (65.4 million). 

 

Table 1.1: Non-British Born Residents in the UK  

(Census 2011) 

 

 
Origins21 

 
000’s 

 
% UK Population  

(63.2 million) 
European, North 
American, 
Australasian 
 

 
2,482 

 
3.9 

 
Asia, Africa, South 
America 
 

 
3,437 

 
5.5 

 
Total non-British 
Residents 
 

 
5,919 

 
9.4 

 

Immigration is based on sampled surveys of the intentions of 

arrivals rather than actual counting.  If people answer “Yes” to 
                                                 
21 These main ONS categories are summaries only (see Chapter 4) and can be 
broken down into smaller categories (see ONS Abstract of Statistics 2013 
onwards).  All later figures are estimates only. 
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the question “Are you intending to stay for more than 12 

months?” they are counted as immigrants in accordance with the 

United Nations definition.  This dates from an era when 

numbers were in the thousands rather than hundreds of 

thousands. 

 

As it is, the immigration figures include students on three year 

courses, which may arguably require a separate category based 

on a specific student visa, as operated by Australia and Canada 

for instance. 

 

Be that as it may, the numbers have been increasing very 

rapidly.  Arrivals for more than 12 months in 2014 (626,000)22 

less departures (290,000) left a net inward flow of 336,000.  The 

current UK population is estimated at 65.4 million, so this flow, 

if continued, would double the foreign-born population in about 

20 years.  This is of huge significance to England (where over 

95% of immigrants settle).  England is already, at 1,050 

inhabitants per square mile, the most crowded large country in 

the Western World, and the third most crowded in the whole 

                                                 
22 Both arrivals and departures include British citizens departing and 
returning. 
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world after Korea (1,250) and Bangladesh (2,930 persons per 

square mile). 

 

Of the net figure of 336,000 in 2014 approximately 50% were 

from the EU, a proportion which has risen sharply from 15% in 

the late 1990s, along with total numbers, most dramatically after 

2004 when the eight Eastern European countries were admitted 

to the EU, and another surge in numbers in 2015 when 

Romanians and Bulgarians were permitted to come to Britain 

for work, having joined the EU in 2007. 

. 

1.4.2  Official numbers of immigrants in doubt 

 

While official estimates of immigrants put the numbers at 

1,090,000 (see Chapter 4) for the five year period 2010-2014, in 

the same period the Department of Work and Pensions has 

issued some 2.25 million new national insurance numbers to 

foreign nationals.  A National Insurance number is legally 

required for work, so this figure tends to show that the ONS 

method of estimating immigration from the EU (whose nationals 

require no work permits or other entry documentation), points to 

a massive underestimation of numbers entering Britain for work 
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and settlement.  To get a sense of scale of these numbers, and 

making no allowance for accompanying children and non-

working partners, 2.25 million workers is only 100,000 less than 

the entire combined populations of the metropolitan counties of 

Birmingham, Manchester and Leeds. 

 

It is clear that, for everyone’s sake, given England’s present 

population density and the size of the flows, whether Britain is 

in or out of the EU, a better form of monitoring the numbers of 

people coming to Britain for settlement is urgently needed 

(Chapter 4). 

 

1.5  Key facts about the British Economy 

 

Despite much talking up by politicians, Britain’s economy has 

major problems: a goods trade deficit of £120 billion in 2015 

(about 40% of goods exports) and an internal (fiscal) deficit still 

as high as £70 billion in 2014/15 (about 12% of receipts).  The 

deficit reduction from around £120 billion in 2011 has mainly 

been achieved by cuts in the capital programmes of government 

departments and excluding any cuts to health, education and 

overseas aid.  The cuts programme has largely stalled over the 
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last two years, so that without a major source of new revenue, it 

is unlikely that the government’s target of eliminating the deficit 

and beginning to pay down the UK’s accumulated debt of 

around £1,600 billion, will be achieved by the target year of 

2020.  Three key facts of the economy constantly in the news 

are growth and productivity; government spending and the 

deficit; the UK’s current account with the rest of the world.  

These are briefly summarised in 1.5.1-3 below. 

 

1.5.1  UK Growth and Productivity 

 

In the four year period 2011 to 2015 people were constantly told 

the economy was “growing”.  They didn’t feel better off.  There 

were just more of them. 

 

“Growth” refers to increases in Gross Domestic Product (GDP) 

and is the figure constantly referred to by politicians and 

economists as a proxy for the general health of the economy.  

GDP is easily increased by simply adding labour. 
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• UK Productivity is the average value added per UK 

worker each year, and is a reasonable measure of the 

average standard of living23. 

• GDP  =  productivity multiplied by the numbers in work, 

so GDP can “grow” in terms of net immigration even 

while productivity is stationary or falling, as it has been 

in recent years in the UK. 

 

GDP Calculations 

 

The figures for GDP published by the UK Office of National 

Statistics are subject to much guesswork and repeated revisions.  

The latest results from the ONS for the years 2007 to 2014 are 

in Table 1.2. 

 

 

Table 1.2: % increase (decrease) of real GDP year on year 

 
2007 2008 2009 2010 2011 2012 2013 2014 Cumulative 

since 2008  

 

2.7 

 

 

-4.0 

 

-1.3 

 

1.9 

 

1.3 

 

0.4 

 

2.3 

 

2.8 

 

3.4 

                                                 
23 As has been said, so far as living standards are concerned, productivity 
isn’t the only factor involved, but it’s about 99% of it. 
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The net change from 2008 to 2014 is +3.4%. 

 

Productivity (Value Added per worker) Assessments 

 

The productivity of the 24 million private sector employees, 

including one-man businesses, can in theory be assessed from 

the Value Added (VAT returns of the 4 million businesses 

which are registered in the UK).  The productivity of the 

employees in a business is simply the firm’s Value Added 

divided by the number of its employees.  Nationally attempts are 

made to extrapolate (i.e. guess) Value Added values from the 

non-registered businesses. 

 

The big problem lies with the 7 million people in the public 

sector, which does not make VAT returns.  The usual approach 

is to equate the Value Added to the Cost of provision of the 

public service, minus bought-in goods and services, such as 

drugs in the NHS. 

 

The average UK value of productivity, or added value, per 

worker, in current prices, is around £56,000 per employed 
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person per year24.  Looking at this from the point of view of 

what people actually do: the highlights are: 

 

• Added Value per worker in a job is basically their wages 

plus the value of knowledge and equipment used on the 

job. 

 

• Many occupations use only their labour plus hand tools 

or simple push-button equipment.  By contrast, skilled 

workers in factories, power stations, or chemical plant, 

employ capital many times their annual wages, so their 

added value per person (productivity) is very high (in the 

hundreds of thousands of £s)25. 

 

• Since the Labour government’s relaxation of controls on 

immigration, in 2004, immigrants have overwhelmingly 

clustered in Agriculture, Retail, Hotels, Restaurants and 

Bar work; Health and Social Care, and Construction 

(Chapter 4). 
                                                 
24 This is in current 2014 prices.  The average productivity in 2008 at the start 
of the recession was £50,490 or £58,050 in 2014 prices.  So productivity has 
fallen over the period (see below Table 1.3). 
25 Capital employed in new car plants is typically above £1 million per 
worker. 
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• The first five occupations pay average wages around 

two-thirds of the national average (many are on the 

minimum wage), thus dragging down national added 

value per person (productivity).  Construction is a little 

better paying about 90% of the national average, but 

immigrant numbers there are comparatively small, as are 

those in high paying occupations such as doctors and 

engineers.  

 

• The increase in the employed work force is almost 

entirely due to immigration from Eastern Europe in the 

period 2004 to the present.  This vastly exceeds the 

natural increase (new native workers minus retirees). 

 

• If you subtract 2 million workers on two thirds of 

average wages in the 7 year period of the recession 

2008-14, the GDP of the remaining 28.9 million workers 

is reduced by about 2.5%. 

 

•  Cumulative growth in Table 1.2 is now 0.9%, not 3.4%, 

barely at all noticeable in the living standards of the 

population, as they said at the time. 
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• But you also raise the productivity of that population 

back to the 2011 level, better than 2014, but not nearly 

good enough in a cut-throat competitive world (Table 

1.3). 

 

This is the solution to the problem, supposedly baffling 

economists and Treasury mandarins – as to why when national 

employment is high, productivity has fallen. 

 

Table 1.3: UK Population and Employment 

 

United Kingdom 2007 2011 2014 

Population  

(in millions) 

 

61.7 

 

63.1 

 

64.5 

Employment 

(in millions) 

 

29.4 

 

29.0 

 

30.9 

Constant Price 

Productivity 

 

100 

 

97 

 

94 

 

1.5.2  Record of Government Expenditure & Debt since 1960 

 

The UK government’s expenditure and debt since the big 

surplus year 1959/60 are shown in Table 1.4(a) and (b).  The big 

change since the 1960s is in the Social Security and Health 
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Service budgets – doubling in their proportion of GDP.  This is 

directly linked to the growth of the over sixty-five age-group of 

the population, which has increased from 11% to 18%. 

 

Table 1.4 (a): Government Expenditure by Categories26 

1960-2014 

 

 Government spending (% of GDP) 

Year GDP £ 

billion 

Total Social 

Security 

National 

Health 

Education Government 

Debt 

Interest 
2014/15 1813 41.1 12.1 7.4 5.2 2.7 
2011/12 1530 43.4 11.5 8.2 6.1 3.0 
2000/01 987 36.0 10.9 5.3 4.6 2.0 
1990/91 580 39.4 10.7 4.6 4.7 2.4 
1980/81 239 47.0 10.6 4.6 5.5 4.3 
1971/72 59.3 38.9 7.8 3.7 5.1 3.3 
1959/60 20.5 30.5 6.0 3.1 3.5 3.8 

 

Clearly if government spending is as a percentage share of GDP 

to be brought down to the mid-30s%, which appears to be the 

aim of the main political parties, there is only 6-7% left for 

spending outside the big four categories shown in Table 1.4(a).  

                                                 
26 Sources: HM Central Government Accounts (pre 1980), ONS/CSO HM 
Treasury Statistical Analysis; B. R. Mitchell & Phyllis Deane: Abstract of 
British Historical Statistics, CUP 1982; Public Expenditure 2011, 2012. 
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Contributions to the EU at 0.9% and Overseas Aid at 0.7% loom 

quite large in this figure. 

 

Table 1.4 (b): Government Income and Deficit  1960-2014 

 

 Government  

Total 

Expenditure 

Government 

Income 

Government Deficit 

Year  % GDP % GDP % 

Expenditure 

2014/15 41.1 36.5 4.6 11.1 

2011/12 43.4 35.6 7.8 17.2 

2000/01 36.0 36.8 (0.8) (2.2)
27

 

1990/91 39.4 36.6 2.8 7.1 

1980/81 47.0 41.9 5.1 11.2 

1971/72 38.9 35.6 3.3 8.5 

1959/60 30.5 33.4 (2.9) (9.5) 

 

Table 1.5 (overleaf) shows the UK’s “current account” with the 

outside world, EU and non-EU.  Year 2006 is the last but one 

year before the end of the credit-fuelled boom.  Year 2014 is 

well clear of the recession with two years of GDP “growth” 

credited.  While the goods and services increases are creditable, 

their increases are basically wiped out by the huge increase in 

goods imports and the EU subscription. 

                                                 
27 A negative deficit is a surplus. 
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1.5.3  UK’s Current Account with the World 

 

Table 1.5: UK Current Account with the World 

 
Category 

Year 2006 Year 2014 
Credits  Debits  Net Credits  Debits  Net 

 
(1) Trade in 
Goods 
 
(2) Trade in 
Services 28 

 
244 

 
320 

 
-76 

 
294 

 
413 

 
-

119 
 

144 
 

103 
 

+41 
 

220 
 

131 
 

+89 

 
(3) Investment 
Income 29  

 
237 

 

 
229 

 
8 

 
190 

 
168 

 
+22 

 
(4) Government 
Transfers 30   
 
EU Net 
Subscriptions 
 
UK Foreign Aid 
 
 
Other 

 
 
 
 
 

8.1 

 
 
 
 
 

13.0 

 
 
 
 
 

-4.9 

 
 
 
 
 

6.5 

 
 
 
 
 

17.9 

 
 
 
 
 

-11.4 

 
- 

 
2.7 

 
-2.7 

 
- 

 
11.4 

 
-11.4 

 
 

15.2 
 

19.6 
 

-4.4 
 

10.8 
 

17.6 
 

-6.8 

 
Total Current 
Account 

 
648 

 
687 

 
-39 

 
721 

 
759 

 
-38 

 

                                                 
28 This includes professional services, financial services, travel and transport. 
29 These are earnings by UK companies on direct investments and portfolio 
investments by banks and funds, e.g. oil and gas income remitted to the UK, 
(credits) less earnings by foreign companies in the UK which are sent back to 
their parent companies abroad (debits). 
30 Includes insurance claims, social security payments, and military costs. 
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No target for the elimination of the deficit in the UK current 

(overseas) account has been set by recent governments.  

Arguably this deficit is at least as serious as the internal deficit, 

especially as it has to be borrowed entirely from abroad or by 

the sale of UK assets such as the acquisition of British 

companies.  The figures for 2006, before the crisis of 2008/9, 

and 2014, well clear of it, are shown in Table 1.5. 

 

The current account deficit for 2014 at £43.6 billion, and within 

that, the goods deficit at £119 billion, are part of a worsening 

trend.  These figures call for special measures in goods 

manufacture (see below Chapter 5.4), which is mainly 

responsible for the negative balance in both reference years.  

The preliminary data for 2015 show a further increase in the 

goods deficit, mainly due to the fall in the value of UK oil 

exports, and a further rise in goods imports from the EU. 

 

However it should also be noted that Investment Income is a 

positive contributor to the current account only because of the 

returns to the non-financial sector, such as the UK’s overseas oil 

and mining assets.  Both the main financial sectors – portfolio 

investment and other financial income - are in fact negative 
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contributors to the tune of £43 billion in 201431.  This is because 

the returns on investment (ROI) from the financial sector for the 

two reference years at 3.6% and 2.5%, are much smaller than 

those of the non-financial sector: 11.5% and 8.9% respectively.  

This is not altogether surprising: major international companies 

would never accept ROIs in the range 2.5-3.6%.  This 

phenomenon is also underlined by the fact that investment 

income dropped by £20 billion in 2012, due to asset disposals by 

UK companies sending the income account in the Table into 

deficit for the first time, from which it has not (2015) recovered. 

 

Both the deficits, internal and external, are the result of deep-

seated failure in our industrial and government systems which 

will not be reversed merely by our exit from the European 

Union, even on the most favourable terms.  As discussed below, 

exit from the EU would potentially relieve some of the 

economic handicaps we face as a nation, but only if we increase 

our exports, above all our manufacturing exports to those great 

areas of the world where our market shares are pitifully small 

(see Chapter 3.3). 

 

                                                 
31 ONS Pink Book, 2015, Tables G and H. 
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1.5.4  Forecasts of Britain’s Economic Performance Post 

Brexit 

 

Prediction is very difficult, especially if it’s about the future”32. 

 

From the beginning of 2016, spokespersons for a large number 

of bodies concerned with economics have issued forecasts for 

the performance of Britain’s economy for a few months, a few 

years, or in the case of HM Treasury, a full 15 years ahead 

following a vote by the British people to leave the European 

Union, i.e. Brexit33. 

 

In every case some form of economic crisis is assumed – a sharp 

decline in the £ : $, £ : € exchange rates is the usual one34.  

Before looking briefly at the current crop of forecasts, it is 

instructive to look back at the forecasts made by a wide range of 

institutions before, during and after the last actual crisis – the 

recession of 2008-2013. 

                                                 
32 Neils Bohr who predicted the electron orbitals of the elements (Nobel prize 
for Physics 1922). 
33 HM Treasury, “Analysis of the long-term economic impact of EU 
membership and the alternatives”,  April 2016. 
34 If there were to be such a decline, it will be nothing to do with Brexit, but a 
reaction to the huge goods trade and current account deficits (Table 1.5). 
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Table 1.6 sets out the forecasts for the crucial initial and middle 

years of the recession 2007-2009, made by the banks and 

organisations which have since made forecasts for the UK 

economy post-Brexit. 

 

Table 1.6: UK GDP forecasts before and during the 

Recession 2007-200935 

 

Year 2007 2008 2009 

Actual GDP growth % 3.9 -0.7 -4.1 

Forecasts 6 months to 12 months 

ahead by: 

   

Goldman Sachs Investment Bankers 3.0 0.8 1.8 

Union Banque Suisse 2.9 0.8 1.7 

Cambridge Econometrics 2.7 0.8 2.3 

Barclays Bank 2.9 1.0 1.6 

Oxford Economics 2.8 0.7 2.2 

International Monetary Fund (IMF) 2.9 1.0 1.6 

OECD 2.7   0.8 1.7 

Citibank - 0.7 2.7 

Lloyds TSB 3.0 0.8 1.8 

Average of the forecasts 2.86 0.80 1.99 

 

 

 

                                                 
35 Gibson, Neil, Trans. Manchester Statistical Society (2011-12), pp 49-64. 
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Chief Characteristics of Forecasts in Table 1.6 

 

1. They are all seriously wrong in the same way.  In the 

two crisis years they actually did not predict a recession 

at all (hence the Queen’s question at the London School 

of Economics: “Didn’t anyone foresee this?”) 

 

2. They are all extraordinarily in agreement in the years 

2007 and 2008. 

 

Contemporary Treasury Forecasts 

 

It is clear that all “experts” in Table 1.6 are using basically the 

same model, which has not useful predictive power, even over a 

period as short as 6 months.  This is borne out every month as 

the Treasury (which consults many of these forecasters) 

constantly revises its forecasts of growth for the quarter ahead – 

currently revised down from 0.4% to 0.2% for 2016 Q2 – which 

we are currently in!  The general public is right to query the 

expertise of these “experts”. 
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How can the Treasury and others pronounce so confidently on 

the British economy after Brexit one, two, or fifteen years ahead 

– which is what the Treasury has so recently published36, when 

they can’t get growth right within a factor of 2, only a few 

months ahead. 

 

How, in the light of Table 1.6, can they or anyone take them 

seriously?  With no remotely credible model of productivity 

(output per person) they confidently “predict” that the annual 

loss of GDP in the event of Brexit would be £5,200 by 2030 

precisely – not £5,100 or £5,300, or even a range of £4,500 to 

£5,500.  Such spurious and impossible precision will 

immediately alert most practical people to the inherent 

improbability of the forecast.  More than this, many people will 

question the level of understanding of the UK economy by the 

authors of the report. 

 

 
                                                 
36 The Office of Budget Responsibility, set up in 2010 appears to have taken 
over forecasting from the Treasury, but has an equally lamentable record.  
Thus in its inaugural forecasts in 2011, it predicted a decline of 1.1% in 
unemployment of the workforce (then 7.5% ) by 2015, when in fact it 
declined by 2.4% of the workforce.  Inflation was forecast to fall from 4.5% 
to “about” 2% - when it fell to 0% (in two months).  The OBR expected oil 
prices to rise when they more than halved.  
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1.5.5  Pronouncements of Corporate Business 

 

Forecasts of doom can be important at election times because in 

the hair-trigger sensitive financial system we have to operate 

with, such forecasts can be self-fulfilling as investors take fright. 

 

Again, it is instructive to look at what corporate bosses have 

said in the past about Britain’s participation in various European 

Union money systems.  From 1990-92 Britain was a member of 

the Exchange Rate Mechanism (ERM) until, with interest rates 

at 13%, she gave up on the system and decided to leave on 

September 16th 1992. 

 

After Britain had left the ERM, 27 of the CBI bosses all wrote to 

The Times of 2nd November 1992, saying “we should not close 

off the option to re-enter”, not apparently understanding that 

under Article G, Title 6, of the Maastricht Treaty, this would be 

political dynamite, because the ERM was but the first stage of 

monetary union, i.e. abolition of national currencies, including 

the £). 
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Notwithstanding their being told of this reality37, 15 of the 27 

were back again in 1996 with the same argument of the terrible 

effects of “our self-imposed exclusion from Economic and 

Monetary Union (EMU) which would be deeply damaging” 38.  

Those who opposed EMU for Britain were (still are!) guilty 

apparently of a “serious misunderstanding both of the process of 

monetary union (i.e. abolition of the £) and our interests as a 

trading nation”39. 

 

But undeterred by this dismal record of prediction, CBI folk 

were at it again in 2016 with dire warnings of doom, should the 

British people make the Brexit choice.  Thus the former 

Chairman of Lloyds Bank40 at the time when it had to be 

rescued by a huge £43 billion bailout from the government, 

reproached Brexit supporters with the clichés used in the 1990s. 

• “We need to be part of a vast market” (i.e. the EU Single 

Market) 

• The “Brexit Brigade” (sic) clings to a “Little Islander” 

(sic) view of Britain . . . 
                                                 
37 Reply by S F Bush: letter in The Times of 4th November 1992. 
38 Tony Hales, chief executive of Allied Domecq and 14 others in The 
Financial Times, 5th September 1996. 
39 Reply by S F Bush: letter in The Financial Times, 7th September 1996. 
40 Victor Blank, Sunday Telegraph, 30th May 2016. 
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• The era of the small nation state is gone. 

 

Chapter 3 on Trade and Chapter 12 on “Belonging and 

Democracy” provide factual answers to all these points. 

 

1.6  UK’s Non-trade Relationships 

 

Much of the Referendum debate has been dominated by 

Britain’s economic relationship as summarised in section 1.5 

above.  Chapters 3 and 10 of the book set out the key economic 

relationships, but at this stage in the book, we need to lay out the 

most important trade and non-trade relationships which will be 

unaffected by the leave/stay referendum. 

 

Table 1.6 sets these out graphically for the trade and non-trade 

organisations of greatest concern to the UK and for countries 

historically linked to her.  As can be seen, the UK is an integral 

part of an intricate network of alliances and relationships which 

will barely be disturbed should she move from European Union 

membership to (say) the European Free Trade Association 

(EFTA) alternative. 
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Table 1.7: Major International Organisations in which 
Britain participates: Membership by Countries 

 
Organisation by year of foundation Countries  Participating 

Commonwealth
41

 1931 UK,  Canada, Australia, New Zealand 

United Nations (UN) Security 

Council 

1945  

UK, USA, Russia, France, China 

World Trade Organisation 

(WTO)
42

 

1947 UK, USA, Canada, Australia, New Zealand, 

Norway, France, Germany, Italy, Belgium, 

Netherlands, Japan plus 152 others 

North Atlantic Treaty 

Organisation (NATO)
43

 

1949 UK, USA, Canada, Australia, New Zealand, 

Norway, France, Germany, Italy, Belgium, 

Netherlands 

ABCANZ 1949 UK, USA, Canada, Australia, New Zealand 

EEC (Common Market) 1957 UK (from 1973), France, Germany, Italy, 

Belgium, Netherlands, Luxembourg 

EFTA (European Free Trade 

Association) 

1960 UK (until 1973), Norway, Switzerland, 

Iceland, Lichtenstein 

Echelon
44

 1969 UK, USA, Canada, Australia, New Zealand 

G7
45

 1974 UK, USA, Canada, France, Germany, Italy, 

Japan 

EU (European Union) 1992 UK, France, Germany, Italy, Belgium, 

Netherlands, Luxembourg (now plus 21 

other members) 

Visa Waiver Scheme
46

 1997 UK, USA, Canada, Australia, New Zealand, 

Norway, France, Germany, Italy, Belgium, 

Netherlands, Japan plus 22 others 

                                                 
41 Only the four founding Crown realms are shown.  It now includes an 
additional 47 former British Empire Countries. 
42 The EU now acts with the WTO for all its member states. 
43 NATO only includes Australia and New Zealand for some missions. 
44 Joint Satellite and Telecoms Surveillance Program of above 5 countries, 
also known as “Five Eyes”. 
45 Group of 7 richest countries collaborating particularly on world financial 
matters, including the International Monetary Fund (IMF) and World Bank.  
Started at G5 in 1974: UK, USA, Japan, West Germany, France. 
46 Countries who accept reciprocally the entry of other countries’ nationals 
without a visa. 
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If Britain were to vote to leave the EU and rejoin EFTA, which 

it originally helped set up in 1960, the total of its engagements 

with the rest of the world would be unchanged.  Of greatest 

importance is its permanent membership of the United Nations 

Security Council.  As explained in Chapter 9, the UK’s retaining 

this status in the UN very much depends on its retention of its 

Intercontinental Ballistic Nuclear Missile system, currently 

represented by Trident. 

 

Permanent membership of the UN Security Council carries with 

it a veto on any action undertaken by the UN, including of 

course action against the UK itself.  It is thus Britain’s greatest 

protection against the actions of other countries – the ultimate 

purpose of armed forces. 

 

Other key relationships for our security are the North Atlantic 

Treaty Organisation (NATO) which is well-known to the British 

public since the UK helped set it up in 1949, but also two which 

are barely known: they are the ABCANZ programme for inter-

service collaboration among the five major English-speaking 

powers, and the Echelon intelligence system operated by the 

same five countries. 
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As described in Chapter 9, by virtue of geography, the Echelon 

system provides 24/7 electronic listening and decoding 

capability over the northern and southern hemispheres and all 

longitudes, i.e. everywhere.  This is the most important single 

system for the detection of planned terrorist activity anywhere in 

the world, and is therefore of the utmost importance to our 

country.  
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Chapter 2: Financial Consequences of Leave/Remain 

 

Here finance is to do with our present and future financial 

arrangements with the European Commission.  This is quite 

separate from money flows arising from Trade and Investment 

as described in Chapter 3. 

 

Payments to the EU and receipts from the EU are made under 

several headings as shown in Tables 2.1(a) and (b) for 201347. 

 

Table 2.1 (a): UK Payments to European Union Institutions 
(2013) 

 
 

Payments 

 

 

£ Millions 

 

Customs duties and sugar levies less 

collection costs 

 

Contribution from UK VAT receipts 

 

0.75% of UK Gross National Income (GNI) 

 

2,195 

 

 

2,154 

 

14,297 

 

Total Payments 

 

18,646 

                                                 
47 Pink Book 2014, UK official transactions with institutions of the EU, 
Chapter 9.9.  These figures are reasonably “solid”. 
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Table 2.1 (b): UK Receipts from European Union 

Institutions (2013) 

 

 

Receipts 

 

 

£ Millions 

 

Agicultural Support 

 

UK Abatement (Fontainebleau 

Agreement) 

 

EU Social and Regional Development 

(Structural Funds) 

 

2,456 

 

3.675 

 

 

1,244 

 

 

Total Receipts 

 

7,375 

 

Net Payment 

 

£11,371 

 

 

Remain Option 

 

This is a rise from the net payments in 2011 and 2012 of £7,550 

million.  The net payment for 2014 was estimated at £11,442 

million.  The GNI payment is scheduled to rise again through to 

the end of the EU current budget in 2020, as a result of the 

Blair-Brown government’s agreement in 2007.  As shown in 
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Chapter 3.2, this payment is the equivalent of a tariff on British 

goods equal to 7.7%, higher than the average tariff levied by the 

EU  on goods from non-EU countries (5.3%), and much higher 

than the tariff UK goods would pay from outside the EU (2.4%). 

 

2.1  Leave Consequences for other EU Countries 

 

The long-term leave consequence is that Britain would cease 

paying these sums.  Whether it continues to make an annual 

contribution of some lesser amount (see Chapter 10.4) or simply 

pays the external tariff (and charges EU goods entering the UK, 

the same) would depend on the outcome of the negotiations 

(Chapter 11).  But either way the sums paid would be greatly 

reduced. 

 

 If the EU maintained its 2012 spending on the other 27 member 

states and on itself, it would have to levy these 27 states with an 

extra £11,300 million or about 8% of their current contributions.  

At the other extreme the EU could cut its budget by 8% which 

would provoke strong resistance from the largest net recipients, 

namely Poland (£12,100 million annually for 2014-2020), 
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Greece and Hungary (about £4,800 million each48).  There could 

be threats not to sign the EU-UK Treaty unless Britain continues 

to make a major contribution to the EU budget (Chapter 11). 

 

It is likely that along with fishing rights, future UK 

contributions to the EU budget and over what period of time 

would be the two most contentious issues in all the EU-UK 

negotiations, so should the British people have elected to leave, 

it would be necessary for UK negotiators to have some room to 

manoeuvre away from the starting point of no contributions at 

all. 

 

2.2  Transition Arrangements: The Taper Principle 

 

Apart from agriculture, the EU budget is largely spent on 

infrastructure (roads, railways, airports, sewerage, research and 

development) in a host of individual projects employing perhaps 

4-5 million people across the EU.  In Britain, the agricultural 

subsidies account for about 30% of average farm incomes, but 

possibly 50% for the marginal upland sheep farms.  Likewise 

the infrastructure funds are concentrated on relatively few   

                                                 
48 At the current € : £ exchange rate of 1.25 : 1. 
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(class I) areas (e.g. West Cornwall, Liverpool Central) plus a 

number of class II areas in our major conurbations (Manchester, 

Glasgow, etc.)  Minimising disturbance to trade and people in 

the first few years after Brexit is likely to be a basic objective 

for all parties.  Science funding is concentrated in the 

universities (see Chapter 8.4.5). 

 

The UK’s negotiation principle on finance would therefore be 

that its EU budget contribution and the EU support of UK 

agriculture and class I and II growth areas should be tapered off 

together over a period, in line with the average time period 

needed to complete current contracts in the EU, or in the case of 

UK farm support, to substitute a purely British system of farm 

support.  This period should be set to last for a maximum of 4 

years from the signing of the UK-EU Treaty.  The British 

Treasury would make up the differences for British recipients of 

EU funds from the £18 billion not sent to the EU (Table 2.1(a) 

above) until new British support systems could be put in place. 
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Chapter 3: Britain’s Overseas Trade 

 

Britain, like any other Western country, has to sell to other 

countries enough goods and services to pay for its own imports 

of goods and services.  While from year to year a healthy 

economy may buy more from other countries than it sells to 

them, or vice versa, on average over say 10 years it needs 

imports to be balanced by its exports.  If imports exceed exports, 

this excess is often referred to oddly as the “trade balance” being 

negative.  It has to be paid for in one of three ways (usually all 

three): 

 

a)  short-term borrowing from other countries (usually through 

banks) or 

 

b)  using net income from its overseas assets or 

 

c)  selling its assets – either bits of companies it owns at home 

or abroad, or property at home. 

 

Likewise if a country’s trade balance is positive, selling abroad 

more than it imports, a) and c) are reversed – it lends to other 
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countries and acquires their assets.  We note that despite some 

economists’ sophistry about debt at home, foreign debts have to 

be paid for. 

 

Since the 1980s Britain’s trade balance has been negative, so 

that a) to c) have applied.  Net income b) is now negative as the 

total of overseas assets has become less rewarding than the total 

of assets built up by foreigners in the UK - for example the 

motor companies Toyota (Japan), Nissan (Japan), Land Rover 

(Tata India), Vauxhall (General Motors USA), Rolls Royce 

Motors (BMW Germany), Bentley (Volkswagen Germany), 

Mini (BMW Germany). 

 

The major assets which generate income for the UK from 

overseas are Shell, BP and Unilever.  Shell provides about 20% 

of all Pension Funds’ income, BP about 10%. 

 

The UK’s ability to survive as a Western country is crucially 

dependent on its success in selling to other countries at least as 

much as it buys from them, to pay for its present imports and to 

build up foreign assets as a cushion for the future. 
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Britain’s overseas markets 

 

Success in any market is shown more than anything else by 

market share, whether at home or abroad.  Trade deals between 

countries are designed to increase the market shares obtained in 

each other’s markets in preference to countries which are not 

party to the deal.  This has been the fundamental purpose in the 

minds of Britain’s politicians first in taking Britain into what 

was generally called in Britain the Common Market (Marché 

Commun) in 1973, where tariffs on goods were to be reduced 

between members of the Common Market, while each member 

applied a common external tariff on goods imported by any 

member from countries not in the Common Market49, including 

Canada, Australia and New Zealand which had up to then 

enjoyed privileged access to the British Market. 

 

                                                 
49 Britain, with other members of the British Empire operated a tariff 
reduction scheme called Imperial Preference from 1932 (Ottawa Agreement).  
This too was designed to increase trade between different countries of the 
Empire, a scheme which lasted until 1972 when Britain switched its 
preferences to the eight other members of the EEC.  The original six were 
Germany, France, Italy, Belgium, the Netherlands, Luxembourg, plus the 
Republic of Ireland and Denmark which two also joined with Britain in 1973. 
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How has Britain fared in the European “Common Market”, 

now called the “Single Market”, before and after it joined in 

1973? 

 

As noted above, the key criterion as to how any country or firm 

is doing in a given market is its share of that market.  In 

particular, its success can be judged by a single figure – the 

percentage share of the market it is aiming at – which is 

independent of changes in currency exchange rates – even in the 

extreme case where countries change their currencies 

completely as the 19 members of the Eurozone did on January 

1st 1999 when they exchanged their own currencies for one 

common currency, the “euro”. 

 

3.1  The Cost of UK Access to the EU Single Market 

 

• There are 28 member countries in the European Union.  

Each member has tariff-free access to the domestic 

goods markets of the other 27 countries50.  However, 

each member has to pay what is an effective annual tariff 

                                                 
50 Tariffs are not levied on services anywhere in the world 
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for its goods to have access to the markets of the other 

27. 

 

• For Britain in 2014 this annual tariff fee is shown below 

to be 7.7% of the value of its goods sold to the other EU 

27, while for Germany the comparable figure was 3.2%.  

The tariff charged on non-EU countries’ goods was an 

average of 5.3%, more than for Germany, but much less 

than for Britain. 

 

3.2  The Benefit of UK Access to the EU Single Market 
 

• With constantly changing exchange rates, the only fool-

proof way of judging the benefit of special access is by 

looking at the market shares achieved by British goods 

over a period of time, before and after joining the EEC in 

1973, and comparing their performance in world markets 

for which there has not been special access.  The EU 

comparison is made with the original EEC-6, the core of 

today’s EU, from 1967, i.e. before Britain joined, up to 

2014.  Britain’s market share of the EU-27 in 2013/14 
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was practically the same as for the EEC-6 actually.  Both 

figures include the Rotterdam effect51. 

 
Figure 3.1: Britain’s Goods Exports: Percentage Shares of 

the EEC Markets 
 & of the World Manufactures Market  

1967-201452 
 

 
 
 

                                                 
51 For Rotterdam effect see ONS 2015 Q1. 
52 Sources: Deutsche Statistische Amt Wiesbaden; INSEC Office des 
Exportations et Importations Françaises; Whitaker’s Almanacs from 1969; 
UK National/Central Statistics Office from 1973; OECD; WTO. Where 
sources differ, figures are averaged. 
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• The graph shows that from about 1985 the average 

British goods market share of the EU core economies, 

the EEC-6: Germany, France, Italy, Netherlands, 

Belgium and Luxembourg, has been basically the same 

as its share of the whole world’s manufactured goods 

exports53.  Until about 1985 Britain’s EU market share 

was in fact well below its share of the whole world 

goods exports.  Over the whole 47 year period, inside 

and outside the EEC/EU, Britain’s EU goods market 

share has actually declined slightly from 4.0% to 3.8%. 

 

 

3.3  Tariffs, Fees and Access 

 

• A tariff is a percentage fee charged by one country (A) 

so that the products of another country can have access 

to A’s domestic market.  The fee is applied product by 

product, and overseen by the World Trading organisation 

(WTO) to which 162 countries (including the UK) 

belong, although the EU acts for all its members. 

                                                 
53 In world trade, manufactures constitute around 65% of goods: in UK trade 
about 80%. 
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• Under WTO rules, country A must apply the same tariff 

for a given product type (e.g. cars) to all countries 

seeking to sell into its market, unless there is a registered 

Trade Agreement between a group of countries to adopt 

a different tariff among themselves54.  In a free trade area 

(FTA) the participating countries agree to adopt a zero 

tariff between participants.   

 

• The European Economic Community (EEC), formed in 

1957 and the European Free Trade Association (EFTA), 

formed in 1960 are two examples of free trade areas.  

Additionally the EEC, now European Union (EU) 

requires all its 28 members to impose the same tariffs 

and customs duties on all non-EU countries, again 

product by product.  This makes the EU a customs 

union. 

 

• In addition the EU imposes a common set of product 

standards on all goods sold in its members’ markets55, 

                                                 
54 The “Most Favoured Nation” principle which is Cl.1 of the original 
General Agreement on Tariffs & Trade (GATT 1947). 
55  The EU also requires there to be free movement of all factors of 
production besides goods: capital, labour & enterprise. 
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the whole being referred to as the European Single 

Market. 

 

Fees Charged for EU Single Market Access 

 

• While the trade between EU countries is free of tariffs at 

the point of sale, to obtain access to this arrangement 

every member country must pay an annual fee to the EU 

calculated mainly according to its gross national income 

(GNI) which varies from year to year. 

 

• For the UK, unlike for many of the other EU member 

states, it is a myth that the Single Market is access-free.  

To claim this is like saying that paying an annual golf 

club subscription means each round of golf is “free”.  In 

2014 Britain made a net payment of £11,442 million to 

the EU to allow £147,928 million worth of British goods 

to be imported for sale into other EU countries56.  

 

This makes an effective average EU tariff on British goods of 

7.7%. 

                                                 
56 National Statistical Office Quarterly Bulletin, March 2015. 
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• By comparison, the EU imposes on its imports from our 

fellow English-speaking countries in North America and 

Australasia, and also China and India 

 

an effective average tariff on non-EU goods of 5.3%57. 

 

• Unlike in these countries, the British taxpayer pays the 

EU tariff, which is one reason why British companies are 

so keen on the arrangement.   

 

What is the effective tariff paid on their goods exports by the 

other countries of the EU? 

 

• On the same basis as the calculation for Britain, in 2014 

Germany made a net payment to the EU of €22.3 billion, 

while her goods exports to the rest of the EU were 

valued at €691 billion58. 
                               

This makes an average effective tariff rate on German goods 

exports to the EU of 3.2%. 
                                                 
57 World Trade Organisation (WTO), Tariff Profiles 2015.   
58 Sources: Deutsche Statistische Amt, Wiesbaden 2015; National Statistical 
Office 2015; Eurostats 2014 
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This is well under half of the British rate being paid for access 

to the Single Market and unlike Britain’s, actually less than the 

common average tariff paid by non-EU countries cited above.  

Clearly Germany gets a good deal from the Single Market. 

Other EU countries pay less; some like Poland are big net 

receivers. 

 

3.4  World Market Opportunities for Britain 

 

• Figure 3.1 shows that Britain’s share of world 

manufactures (the major part of our goods exports) has 

steadily fallen steeply over the last 50 years.  With the 

entry of Japan, Korea, and China into world markets, all 

western countries have lost market share, even Germany, 

but in its case only from about 12% in 1960 (as West 

Germany) to 7.9% in 2014. 

 

• As also seen in Figure 3.1, the huge effort Britain has 

expended since she joined the EEC, in diplomacy, 

fending off disadvantageous regulations, lobbying by 

ministers in innumerable EU committees, may have 

helped British firms lift their EEC market shares in the 
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early years, but only to catch up with their market share 

in the rest of the world.  Since 1985 Britain’s share of 

EU goods markets has been little better than its share of 

the rest of the world’s on which comparatively little 

government effort has been expended. 

 

• Table 3.1 below lists the six groups of countries in the 

world which are large enough to repay serious 

government and business marketing effort.  Column 4 

gives modest UK target market shares and the value of  

increased British export business for each group.  

Together the six groups account for over 70% of all 

world exports of goods. 

 

Table 3.1 shows the potential size and value of the markets to be 

addressed: around 20% increase from 2014 figures, not counting 

associated service exports.  The EU markets will remain very 

important to Britain, but their share of British goods exports has 

steadily decreased from around 59% in 1999 to 47% in 2015.  

Their share of British services exports has also decreased, from 

41% to 36%. 
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Table 3.1: UK Existing and Target Shares in Key Goods 

Markets (2013-14) 

Area Market  
$ bn p.a. 

UK 
Share 

% 

Target 
Share 

% 

Value of 
Increase 
$ bn p.a. 

 
EU 26-
ROI** 
 

 
5550 

 
3.7* 

 
4.5 

 
33 

 
AICANZ 

 
2340 

 
4.1 

 
5.5 

 
26 
 

 
EFTA 

 
305 

 
4.6 

 
6.0 

 
4 
 

 
BRIC 

 
2770 

 
1.3 

 
2.6 

 
36 
 

 
GHSS*** 

 
956 

 
3.7 

 
5.0 

 
13 
 

 
TIM**** 

 
779 

 
0.8 

 
3.0 

 
17 
 

 
Totals 

 
12700 

 
3.7 

 
4.7 

 
$129 bn = 

£82 bn 
 

 

* Allowing for the “Rotterdam Effect” (ONS 2015 Q1). 
** This is the EU goods market after the UK has left, minus the Irish Republic, which is really 
part of the AICANZ group of Anglo countries. Croatia is omitted from the EU list because it 
joined only in July 2014; Canada-US treated as one import market 
*** Gulf, Hong Kong, Singapore, South Africa - group with a common business inheritance. 
**** TIM: Turkey, Indonesia, Mexico 
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• A free trade agreement with the EU is desirable for both 

parties, but not vital for Britain.  If Britain stays in the 

EU itself, she will, by comparison with comparable non-

EU countries, be dragging a financial and regulatory 

ball-and-chain behind her. 

 

• Contrary to received opinion, the economic arguments 

are not thus “finely balanced”.  To be rid of a 7.7% 

effective tariff and be subject instead to the 5.3% EU 

external tariff, more than balanced by receipts from 

British tariffs, is the very minimum economic benefit of 

leaving the EU.  5.3% is an EU average.  Calculations in 

Chapter 10.4.1 suggest the tariff on UK exports to the 

EU would be around 2.4%. 

 

 

3.5  World Trade Organisation (WTO) and International 

Trade Laws 

 

If Britain left the EU it could look forward to taking its place as 

a full negotiating member in the World Trade Organisation 

(WTO) and the World Intellectual Property Organisation 
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(WIPO), alongside not only the USA and our sister countries in 

ABCANZ, but also alongside emerging economies (Table 

3.1)59. 

 

The WTO was set up in 1995 as the successor organisation to 

GATT – the General Agreement on Tariffs and Trade, formed in 

1947.  The GATT articles are still in force, particularly Article 1 

(the Most Favoured Nation clause).  This outlaws a country or a 

trade bloc from granting to one country or bloc better trade 

terms than it grants to others.  This disposes of the scare-

mongering by some commentators that the EU can impose 

unilaterally on Britain, tariffs which it doesn’t apply to some 

others outside itself60.  There are six other EU Free Trade 

Agreements in the course of negotiation.  In essence every time 

a country or bloc lowers a trade barrier (e.g. on standards) or 

opens up a market (e.g. in public procurement), it has to do so 

for all its trading partners.  With the possible exception of 

agriculture, there is a general expectation that trade barriers, and 

tariffs in particular which are already very low, will be 

eliminated altogether over the next 5-10 years. 

                                                 
59 WTO: Principles of the Trading System, 2014. 
60 The WTO still allows trade blocs like the EU, EFTA, NAFTA, ASEAN to 
grant lower or zero tariff treatment to countries within the bloc. 
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WTO covers Services as well as Goods 

 

The General Agreements on Trade in Services (GATS) and on 

Trade-related Aspects of Intellectual Property (TRAIP) are now 

in full force.  In this latter area, the Commonwealth countries 

(CW) with Britain in the van, and the USA, are likely to act 

together on many issues, including the extension of protection 

for patents and trademarks where customs and practice in the 

US and CW are very similar. 

 

In Table 3.2 (overleaf) one can see that remarkably in all areas 

of the world, services exports have increased across the 

recession.  Chapter 7 sets out the contributions of the different 

types of services. 
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Table 3.2: UK Services Exports by areas of the world in £ 
billion 61 either side of the financial crisis 

 

Area  2006 2011 
Credits  Debits  Balance  Credits  Debits  Balance  

 
World 

 
144 

 
103 

 
+41 

 
194 

 
118 

 
+76 

 
 
EU 26 

 
58 

 
54 

 
+4 

 
75 

 
59 

 
+16 

 
 
EU 2562 

 
51 

 
51 

 
0 

 
65 

 
54 

 
+11 

 
 
AICANZ 

 
44 

 
25 

 
+19 

 
59 

 
28 

 
+31 

 
 
EFTA 

 
8 

 
4 

 
+4 

 
1263 

 
4 

 
+8 

 
 
BRIC 

 
6 

 
4 

 
+2 

 
9 

 
5 

 
+4 

 
 
GHSS 

 
9 

 
4 

 
+5 

 
12 

 
6 

 
+6 

 
 
Rest of 
world 

 
26 

 
15 

 
+11 

 
37 

 
21 

 
+16 

 
 

 

 

                                                 
61 Up to now the World Trade Organisation (WTO) has included the UK 
inside the EU figures, but the Office for National Statistics follows the same 
classifications in Chapter 3 of its Pink Book (see Chapter 5 here). 
62 EU without the Republic of Ireland. 
63 Predominantly Switzerland (£9.4 billion). 
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Notes on Table 3.2 

 

1 Services consist mainly of Transportation, Travel, 

Insurance, Financial Services, Professional Services, 

Royalties and Licences.  The Professional Services 

category is composed of Engineering, Architecture, 

Construction, Information Technology, Contract R&D, 

and trade related services such as merchanting (Table 

7.1).  Physically, with the possible exception of 

merchanting, these services are performed all over the 

United Kingdom, while a good portion (possibly 50%) 

of export financial services is connected with the City of 

London. 

 

3.5.1  United Nations Commission on International Trade 

Law (UNCITRAL)  

 

This is the core body of the United Nations system of 

international trade law.  Members of the commission are elected 

by the UN General Assembly for terms of six years at a time.  

There are currently 61 members.  The UK, USA, Australia, 

France, Nigeria, Norway, Uruguay have been members for 
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almost the whole period since 1968.  It is devoted to building a 

body of laws, arguably more comprehensive than the EU’s for 

its internal trade, across all international trade matters, with a 

particular emphasis on sales of goods, insurance, international 

payments, commercial arbitration, trade financing contracts, e-

commerce, public procurement, cross-border insolvency.  It is 

the legal complement of the WTO and as such is of vital 

importance to the United Kingdom, which if it left the EU 

would be able to play its full part. 

 

Dispute Resolution by the WTO: Norway vs EU 

 

Dispute resolution would also be of great importance to the UK 

as an ultimate safeguard against possible future disputes with 

trading partners, which cannot be resolved between us and them 

alone.   As an example of a dispute resolved by the WTO, 

Norway objected to an anti-dumping measure taken by the EU 

in 2006 against Norwegian farmed salmon.  Norway’s objection 

to this measure was rejected by the EU and the matter was 

remitted to the WTO’s Dispute Settlement Body (DSB).  This 

delivered a verdict on 15th January 2008, which upheld 
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Norway’s objection and the EU agreed to “pay close attention to 

the DSB’s findings”, i.e. to withdraw the measure. 

 

3.5.2  UK Bilateral Trade Agreements 

 

At present the EU has 27 bilateral trade agreements (TAs) which 

apply to Britain as part of the EU.  Most of these are with tiny 

economies of little interest to Britain.  The big exceptions are 

Korea (2013) and Canada (2016).  EFTA has 25 including 

Canada, Mexico, Hong Kong, China, Gulf Co-operation 

Council, South Africa, Korea, Singapore, Turkey. 

 

As noted in Chapter 1, Britain’s withdrawal from the EU will 

enable it once again to make its own trade agreements, 

particularly with the individual countries grouped under the 

headings ACANZ, BRIC and GHSS, TIM64, Japan, Korea and 

the USA.  Of these, Canada, Turkey and Korea already have 

TAs with the EU and a comprehensive TA with the USA called 

the Transatlantic Trade and Investment Partnership (TTIP) has 

been in negotiation since 2011.  At £100 billion (2014) the USA 

                                                 
64 Turkey, Indonesia, Mexico, whose combined imports total £500 billion, 
about the same as Japan’s. 
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is the biggest single national market for British exports of goods 

and services.  Whether in or out of the EU, Britain must keep a 

close eye on TTIP negotiations. 

 

3.5.3  Britain’s future relationship with the European Free 

Trade Association 

 

In Chapter 1.6 it is suggested that in the event of a Leave 

decision Britain might apply to join EFTA, which she co-

founded in 1961, but like Switzerland, would not join the 

European Economic Area (EEA) which the three other present 

members have joined65. 

 

Free movement of people (Lisbon Treaty, Article 14) is 

something the British people are strongly opposed to, but it 

remains a fundamental principle of the EU and the EEC before 

it.  The EEA requires that EU and EEA nationals should be free 

to move and settle in any part of the EEA under the EU’s four 

freedoms (Chapter 1.3.1). 
                                                 
65 The EEA involves the EU’s four freedoms of movement: People, Capital, 
Services, Business establishment, but certain areas like fishing are excluded.  
The EEA was conceived by the EU and the EU-favouring classes in the 
EFTA countries as a sort of pre-EU status, but public opinion in all the EFTA 
countries is solidly against. 
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After a referendum in 1992, the Swiss people rejected joining 

the EEA.  Between1999 and 2004 Switzerland negotiated a 

sequence of 16 economic agreements as well as six others 

related to Europol, Eurojust, the European Defence Agency, and 

the EU competition authorities.  These were added to the EC-

Switzerland Free Trade Agreement (1972) which abolished 

duties on industrial goods, to the Insurance Agreement (1989) 

and to the Customs Security Agreement of 1990. 

 

EFTA has 26 agreements with third parties at present, which all 

four of its members have signed up to.  These parties include 

Canada, Mexico, Korea and the GHSS group, which Britain 

has major interest in increasing its exports to.  Hopefully she 

can simply opt in to these without there needing to be detailed 

negotiations with the 26 third parties. 

 

3.5.4  Relations with the North American Free Trade 

Agreement (NAFTA) 

 

Joining NAFTA has a lot of appeal to many British people, 

because of ties of law and language with Canada and the USA.  

For some business people an additional attraction is the 
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preferential access this would give to Mexico.  With 115 million 

people, Mexico is by far the largest Spanish-speaking country in 

the world, to which we provide a derisory 0.6% of its $385 

billion annual imports and take a similar proportion of Mexico’s 

exports (WTO 2012).  As with the 4 BRICs, the vast bulk of its 

imports are of goods: 93% in fact.  Through EFTA, Britain 

would be party to trade agreements with Canada and Mexico 

anyway, and we have a major interest in joining the 

Transatlantic Trade and Investment Partnership (TTIP).  There 

is clearly scope for an eventual rationalisation of Transatlantic 

Trade with separate NAFTA, EFTA, UK agreements with the 

EU dissolving into TTIP. 

 

3.5.5  Commonwealth Trade Links 

 

Some people return from time to time to the notion of a 

Commonwealth Trade Agreement66.  Like the British Empire it 

once was, the Commonwealth is a highly disparate group of 53 

countries, still with its common law and language (mostly), but 

without the Empire’s central authority.  The last time this 

authority was brought to bear on trade matters it resulted in the 

                                                 
66 Even talking of a Free Trade Agreement. 
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Ottawa agreements of 1932, “Imperial Preference”.   The 

prospect under the World Trade Organisation of a completed 

Doha negotiation giving virtual abolition of agricultural tariffs 

as well as goods, makes imperial/commonwealth preference 

type agreements unnecessary and probably now illegal under the 

Most Favoured Nation provisions of the WTO (Section 3.5). 

 

However, non-tariff barriers to trade are still very substantial 

and it is clear that the imperial inheritance of common law, 

language, and long-standing personal relationships, can be of 

real value in trade matters.  This is particularly true of services.  

Tables 3.1 and 3.2 show UK trade with the two groups of former 

Empire countries, AICANZ and GHSS having positive and 

increasing balances in both goods and services individually, 

despite the geographical separations involved. 

 

The Commonwealth Business Council67  (CBC) was established 

in 1997, with the objective of making practical connections 

between businesses, thereby increasing trade between 

Commonwealth nations.  While its initial focus has inevitably 

                                                 
67 Director-General (2012- ) is Sir Alan Collins, former UK Director-General 
for Trade & Investment in the USA and High Commissioner to Singapore. 
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been on large companies with established trade pathways, the 

concept of the CBC as a facilitator for the Leopard companies 

(Chapter 5.4) is very attractive, given the stress being laid on the 

UK Foreign and Commonwealth Office, to help smaller 

companies into overseas markets. 

 

3.5.6  Relations with Other Trade Associations 

 

Tables 3.1 and 3.2 show the feeble penetration of British exports 

to two great areas of the world – South America and South-East 

Asia.  Both these areas have major trade associations: 

Mercosur68 and ASEAN69 respectively, in the process of 

developing further.  As a member it would be worthwhile for the 

UK to encourage EFTA to reach cooperation agreements with 

both these associations. 

 

 

 

 

                                                 
68 www.mercosur.int. Mercosur is a customs union of 5 countries and 5 
associate members, including Brazil. 
69 www.asean.org. Based in Singapore, its documentation is all in English. 
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3.6  Fears that the EU would impose tariffs on British goods 

post Brexit 

 

• If these fears were ever realised, then British payments 

to the EU would be more than compensated by the tariffs 

we would impose on EU exports to Britain.   

 

• British companies subjected to an EU tariff could need 

to be compensated by cash drawn down from a Trade-

Related Technical Assistance (TRTA) fund (Chapter 

10.7.2), within WTO rules, for all objectives related to 

the production of goods for sale overseas. 

 

• This would be financially attractive because in 2014 for 

example the EU exported to Britain a total of £225 

billion worth of goods, £77 billion more than Britain 

exported to the EU; the UK is in fact the EU’s largest 

market, bigger than the USA. 

 

• An average tariff of 2.4% applied to British goods 

entering the EU could, under WTO rules, automatically 

apply to EU goods entering Britain.  On 2014 trade 
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figures, this would result in a payment to Britain of £5.4 

billion, i.e. £1.9 billion more than the £3.5 billion tariffs 

we would pay them.  In addition we would cease paying 

the £11.4 billion net to the EU budget, making a total 

gain for Britain of £13.3 billion. 

 

3.7  The Question of Special Access to Markets 

 

The only fool-proof way of judging the advantage of special 

access is by looking at the market shares achieved by British 

goods over a period of time before and after joining the EU and 

comparing their performance in world markets for which there 

has not been special access, as shown above in Figure 3.1.   

 

This shows that Britain’s share of the original EE6 goods 

markets at 4.0% in 1967 before we joined in 1973 was 

actually bigger than the 3.8% it obtained in 2014. 

 

• So after all the anguish of 43 years of EEC/EC/EU 

membership, the sacrifice of over 90% of our fishing 

industry, the imposition of over 20,000 regulations, the 

payment now of a 7.7% effective tariff on our goods, 
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while the rest of the world pays an average of 5.3%, the 

net effect on our EU market share has been in the long 

term basically nothing. 

 

 

3.8  How have non-EU countries performed in the EU Single 

Market 70?   

 

Figure 3.2 (overleaf) plots the sales of goods to the EU by the 

United States and Switzerland.  The USA pays the EU common 

external tariff (Chapter 3.2 above); Switzerland does not, under 

an arrangement dating back to 1972.  This is the year the UK 

left the European Free Trade Association (EFTA) and joined the 

then EEC.  Switzerland stayed with EFTA; the USA has never 

been a member of either organisation. 

 

Figure 3.2 plots UK, US, Swiss sales to the EU (minus the UK) 

in constant 1992 dollars (“real” terms).  For each year 1992-

2014 sales of Swiss franc and UK £ goods are turned into $ 

sales at the $ : £ and $ : Swiss franc exchange rates for that year. 

They are then are converted to 1992 dollars, as is also done of 
                                                 
70 This has also been studied for 8 non-EU OECD countries by Michael 
Burrage for Civitas in “Myth and Paradox of the Single Market” 2016. 
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course for sales of US goods.  This way we can make a 

comparison of actual sales of goods, shorn of the complicating 

effects of year to year, country to country, currency variations 

and inflations.  On this basis UK exports to the EU are basically 

unchanged over 22 years, while both US and Swiss exports to 

the EU have made appreciable gains. 

 

Figure 3.2* 

 
 
*By J H Bush, 2016 
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Chapter 4: Immigration Consequence of Leave/Stay 

 

As described in Chapter 1.4, immigration at least so far as 

Britain is concerned is overwhelmingly about numbers.  

Although some corporate business people refer to Britain’s 

skills needs, these are arguably in the thousands per year, as the 

take-up of the Home Office special skills visa category, which 

applies to non-EU citizens, testifies71. 

 

But the huge increase in EU flows noted in Chapter 1.4, is 

essentially due to job take-up in the low pay or low skilled part 

of the economy: 

 

• Agricultural manual 

 

• Retail and wholesale distribution 

 

• Hotel and bar work 

 

• Health and Social work 
                                                 
71 This category is referred to as Tier 1.  The Home Office has had around 
20,000 of these to be applied for by non-EU people.  Numbers taken up have 
generally been less than 60% of those available. 
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Many of these workers are on the minimum wage or a little 

more.  Before-tax incomes in these occupations range from 50-

70% of the economy average. 

 

Nobody is saying that these jobs don’t need doing, but other 

factors besides pay are involved when the jobs are performed by 

immigrants.  Part of the economic package of working in Britain 

is the huge range of non-financial benefits: schools, health 

services, roads, town centres, utilities, national parks, and so on, 

whose capital has been paid for by previous generations of 

British people.  Pressure of numbers on these things is where the 

unselective immigration of recent years has been particularly 

felt. 

 

4.1  Numbers and their Effects on Population Growth 

 

The population of the UK on census day, March 27th 2011, was 

recorded as 63.2 million, representing the largest decennial 

percentage increase (6.9%) for over 100 years, and at 4.1 million 

the largest ever.  Around 50% of this was due to immigration of 

people of child-bearing age.  England, where the vast majority 

of immigrants settle, had a population in 2011 of over 53 
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million, at 401 people per square kilometre, the most densely 

populated developed country in the West, more even than the 

Netherlands and Japan72.  It must be clear to everyone now that 

migration pressure from and within the immense populations in 

Africa and Asia is not going to reduce any time soon. 

 

The figure of 812,000 births in 2012 (a quarter born to foreign-

born mothers) gives a birth rate of 12.6 per thousand; a fertility 

rate of 2.0 per woman (after France the highest in Europe), and a 

natural population increase of 3.6 per 1,000 per annum.  If the 

government’s target of less than 100,000 net immigration per 

annum were achieved, this would still give an England alone 

population of 60.4 million in 203373.  With the current Office of 

National Statistics assumption of a continued flow of 250,000 

net immigration per annum, England’s population would be 62.9 

million in 2033, with almost all major cities having a minority 

of native British people.  All the polling evidence shows that 

continued immigration on the scale assumed by the National 

                                                 
72 http://www.publications.parliament.uk/.  England’s population end 2015 is 
now estimated at 55.2 million. 
73 Calculations in this paper are on the basis of current data obtained from the 
2011 census, updated according to ONS estimates.  These make no allowance 
for migration between the four countries of the UK. 
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Statistical Office is totally against the democratic wishes of the 

British people. 

 

British public opinion on immigration has been very consistent 

and vocal, highlighting the scale of immigration both from 

within the EU and from outside, and the adverse effects on 

social services and on the jobs market. 

 

While successive governments have aimed to reduce net 

immigration, i.e. immigration minus emigration, many British 

people are opposed to ‘immigration’ per se when it means, as 

the figures show, that even reducing net immigration has meant 

a continuing stream of British-born people going out, being 

replaced by foreigners coming in.  This situation is also 

reflected in the jobs statistics74 which show that in the 2000s 

two million jobs were created in the economy, of which less 

than a quarter went to British-born people. 

 

 

 

 

                                                 
74 Office for National Statistics, Migration and Jobs data, June 2012. 



Chapter 4 
 

81 
 

4.2  Continuing Immigration Pressure 

 

Given that net incomes in the UK, even in the comparatively 

low pay areas referred to above, are anywhere between three and 

seven times greater than average incomes in Eastern Europe, 

and between ten and a hundred times greater than in Africa and 

parts of Asia, to all intents and purposes there will be permanent 

economic pressure to move from these regions to Northern 

Europe and its offshoots in North America and Australasia. 

 

The present refugee crisis in the Middle East and Southern 

Europe, although primarily brought about by the war in Syria, is 

also an acute expression of this economic pressure, magnified 

by the dramatic population increases in Africa and Asia over the 

last 50 years.  Syria’s population for instance had increased up 

to the start of its civil war by four times in 50 years. 

 

Any peaceful resolution of Syria’s civil war will reduce, but not 

eliminate the migrant crisis, as the problems of preventing 

economic migrants entering Italy from Libya, before Gaddafi 

was overthrown, testify. 
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Even while standards of living for some in China, India and 

Pakistan for example will rise, thus reducing economic pressure 

to move, pure population pressure to move is going to increase 

unless parts of Asia and Africa dramatically reduce their birth 

rates from around the 25-40 per thousand experienced in the last 

50 years.  Until that happens, Europe and particularly Northern 

Europe is bound to be the primary target for economic migrants 

from poor African and Asian countries, because (a) they are 

rich, and (b) because North America or Australasia are far away 

across 3,000-6,000 miles of sea. 

 

4.3  Effects of the Leave/Remain in EU Alternatives 

 

If Britain decides to leave the European Union it will be able to 

apply to EU nationals and citizens of the European Economic 

Area and Switzerland at least the same immigration controls it 

applies to non-patrial75 Australians, Canadians, New Zealanders 

and US citizens.  As noted above, the number entering the UK 

                                                 
75 Patrials are those citizens of overseas countries who have historic ties with 
the United Kingdom, usually interpreted as having one grand-parent born in 
the UK.  Patrials can stay in the UK for 5 years, provided they can show they 
can support themselves and their dependants without recourse to the National 
Health Service and the UK benefit system.  After 5 years if residence 
continues, they are free to apply for UK citizenship. 
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under the Tier 1 route for highly skilled people and with a job to 

go to has been less than 20,000 per year, with an unknown 

number having left the country.  This puts into perspective the 

views of those in the academic and business communities who 

continually argue for a relaxation of immigration controls on 

non-EU people and a rejection of any controls on EU citizens as 

now. 

 

Even with the Tier 1 route open to EU nationals, as for the 

ABCANZ countries, it seems likely that the number of 

immigrants from the EU countries would drop well below 

50,000 even with dependants.  There would be no admission for 

work for those without Tier 1 skills, so the spectre of hundreds 

of thousands of refugees with EU residency papers would 

entirely vanish. 

 

4.3.1  Effect of remaining in the EU with:  
  (a) 2010-2014 levels of net immigration;  
  (b) effect of leaving the EU with immigration reduced to 
       Tier 1 level of 20,000 net per annum 
 

The effect of (a) would be to swing the ethnic make-up of the 

British population massively against the native British people 
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and to vastly increase the total resident population (Table 4.1, 

columns 2 and 3).  If the total non-British net inward flow were 

(b) reduced from the annual average for 2010-14 of 218,000 to 

20,000 per annum (the skilled maximum (Tier 1) level admitted 

in the same period) the effect would be absolutely dramatic as 

shown in Table 4.1 (columns 4 and 5). 

 

 

Table 4.1: Effects of 2010-2014 levels and Reduced levels of 

immigration
76

 

 

Year Immigration at 

218,000 net p.a.
77

 

Immigration at 

20,000 net p.a. 

 Population 

(millions) 

Native 

British % 

Population 

(millions) 

Native 

British % 

 

2015 

 

65.1 

 

88 

 

64.5 

 

88 

 

2030 

 

70.5 

 

79 

 

68.2 

 

83 

 

2070
78

 

 

85.5 

 

50 

 

75.4 

 

80 

 

 

                                                 
76 This estimate allows for different birth and death rates among the native 
British and non-native populations. 
77 The level of net immigration in 2015 was much higher than this: 323,000. 
78 This is the year that on the assumption of continued net foreign 
immigration of the last 5 years – native British people would become a 
minority in the UK. 
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4.3.2  Europop! 

 

The EU statistical agency Eurostats has a branch called 

Europop, which provides projections of population changes in 

EU countries.  This, like any population projection, is based on 

assumptions about birth and death rates, emigration and 

immigration.  Projections for 6 of the 28 EU countries are 

shown in Table 4.2. 

 

Table 4.2: Eurostats 2014 projections for certain EU 

populations in 2080 

 

Country Population estimates in millions 

 2015 2080 

UK 65 85 

Germany 81 65 

France 66 79 

Poland 38 29 

Romania 23 17 

Bulgaria 7 5 

 

Clearly the EU forecasters expect a continuation of the present 

movements of people out of Eastern Europe into North West 

Europe – especially Britain, and the very low birth rate in 

Germany (below national replacement levels). 
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Continuation of the projections to 2080 in Table 4.1 would give 

a British population of 90 million, somewhat higher than the 

Eurostats projection.  Either way, so far as one can judge, this 

would be completely unacceptable to the British people. 

 

Continuation of anything like current immigration levels will 

make the native British a minority, in their own country, within 

the lifetimes of many of today’s forty-year-olds and their 

children. 

 

4.3.3  What is the effect of immigration on housing? 

 

Net foreign immigration at the 2010-2014 average of 218,000 

p.a. was twice the increase of the resident native British 

population.  

 

This means, using the standard planning ratio of 2.4 people per 

household, an annual housing need due to net foreign 

immigration alone of 90,000 dwellings, compared with current 

building of 115,000 dwellings per annum for the whole 

population, British and non-British alike.  
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4.4  Principles of System for Controlling Immigration and 

Residency 

 

To control anything you have to be able to measure.  British 

border controls have been denounced by successive Home 

Secretaries as “not fit for purpose”.  The starting point is to 

appreciate the scale of the problem.  Approximately 140 million 

people enter Britain each year (72 million through Heathrow 

Airport).  This calls for a comprehensive back-up system to 

avoid breakdown79. 

 

(1)  Passport checks 

 

People’s passport and visa numbers and dates of expiry of work 

permits must be recorded on entry and exit from the UK.  This 

can be easily done now that machine readable passports are 

standard in the EU and ABCANZ.   By a simple comparison of 

dates, the Border Agency will then be in a position to know who 

has overstayed their permission to be here and require them to 

leave the UK.  As a completely lawful administrative action 

                                                 
79 Contrary to the impression given by the failure of the previous IT 
contractor, this is not a difficult, or expensive system to implement. 
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arising from an individual’s failure to carry out their legal 

obligation to the British State, this requirement would be beyond 

the courts’ power to prevent. 

 

(2) Republic of Ireland “Common Travel Zone” 

 

Provided the Republic of Ireland is prepared to operate the 

system for EU as well as non-EU travellers80, then the “common 

travel area” with the Republic can be retained. 

 

(3)  Visas and Work Permits for EU nationals 

 

The basic principle is that EU nationals, not already in work in 

the UK but applying to work in the UK in the future, must not 

be in a more advantageous position than citizens of the ACANZ 

countries, with non-UK ancestry.  People with UK ancestry 

defined on www.ukba.homeoffice.gov.uk  are known as patrials.  

People in this category, are allowed to come to Britain to work 

                                                 
80 The Republic of Ireland authorities check UK entry certificates at their 
borders for non-EU nationals now. 
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and reside for up to 5 years, with their families, if they can show 

they can support them without resort to public funds81.   

 

For those EU nationals already working and residing legally in 

the UK on January 1st 2017, it is proposed that those who have 

lived and worked here for 5 years or more, would be able to 

apply for British residency (“indefinite leave to remain”) and 

freedom from a work permit requirement (in line with non-EU 

nationals).  Those with less than 5 years would have to apply for 

a work permit with employer sponsorship82 as non-British 

ancestry AICANZ citizens have to.  Clearly there are a number 

of important details to deal with given the number involved 

(around 2 million EU nationals of which 1.4 million are from 

the A883 countries). 

 

 

 

 
                                                 
81 This applies also to Republic of Ireland citizens who have a grandparent 
born before March 31st 1922.  There may be a need to revisit this 
arrangement to align it with UK patrials. 
82 This could include their own business if it had existed for two years and 
had verifiably sound accounts. 
83 Poland, Hungary, Slovakia, Slovenia, Czech Republic, Lithuania, Latvia, 
Estonia. 
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(4) General Conditions for Entry and Residence 

 

Given the potential for the spread of infectious diseases when 

millions are moving about the world, it makes sense to require 

evidence of freedom from such diseases as, until recently, all 

travellers had to for smallpox.  In essence travellers would have 

to carry a health passport, including a machine readable 

certificate of adequate health insurance.  Clearly this would 

require international agreement, perhaps through the UN World 

Health Organisation. 

 

As the USA requires now, the relevant documentation for 

entering the UK would have to be checked by the transport 

companies at boarding.  Those companies who bring people to 

UK ports of entry, who are then subsequently found to have a 

known medical condition, including pregnancy, prosthesis 

replacement, or regular medication needs, without means of 

payment in the UK, should be heavily fined (as they are for 

bringing in illegal immigrants) and required to transport the 

individuals concerned back to their boarding point.   
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(5) Indefinite Leave to Remain 

 

Those claiming admission to obtain “indefinite leave to remain” 

through marriage or another permitted category, should also 

fulfil the above medical conditions and speak, write and 

understand English at the time of entry. 

 

(6) Entry for Study Purposes 

 

According to the Higher Education Statistics Agency (HESA84), 

in the 2012/13 year there were 70,00085 EU and 110,000 non-

EU overseas students on undergraduate courses at United 

Kingdom Universities, out of 1.15 million full-time 

undergraduates – in all just over 16%.  In addition there were 

36,000 EU and 140,000 non-EU overseas students engaged on 

post-graduate courses (taught and research) making around 63% 

of the total UK full-time post-grad population. 

 

At current average fee rates for non-EU students, this would 

generate around £3.5 billion per annum in fee income alone, to 

                                                 
84 Higher Education Statistics Agency. 
85 UK Council for International Student Affairs, 20th December 2013. 
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which should be added around £2 billion for part-timers.  At 

present EU students pay the UK home rate which is, in any case, 

lent to them by the Treasury.  The repayment arrangements are 

so loose, it is doubtful whether even half will ever be repaid86. 

 

How many of the EU students will continue to come when they 

have to pay the full overseas student rate is difficult to say, 

given the availability of English language university courses in 

the Netherlands for about £2,000.  The chances are that the 

numbers (46,000) from Greece, Cyprus, Poland, Spain, Romania 

and Bulgaria will drop by about three quarters and the other EU 

students (60,000) by about half. 

 

The Universities will attempt to make up their numbers by 

recruiting more non-EU students and so will be keen to see UK 

border controls as friendly as possible: perhaps 0.5 million 

students will be subject to UK border controls per year. 

 

                                                 
86 The Treasury is in the process of trying to sell its student loan book, for 
about half its face value – just what the banks have had to do. 
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This number can be distinguished from the broader immigration 

count87 if, and only if, the Universities help the Border Agency 

to ensure that their students leave the country at the end of their 

studies for which they obtained their visas88.  Otherwise an 

individual university could find that visa numbers allocated for 

its courses could be reduced. 

 

(7)  Seasonal Agricultural Workers’ Scheme (SAWS) 

 

Contrary to the frequently expressed fears that the immigration 

controls described above would cut off farmers from much 

needed temporary labour for fruit and vegetable planting and 

picking in the spring-summer period, the Seasonal Agricultural 

Workers’ Scheme, established in 1952 and abolished on 31st 

December 2013, can be reinstated along the lines of the National 

Farmers’ Union 2012 proposal. 

 

From 1952 SAWS provided a quota of 21,250 workers, on up to 

6 months’ contracts, to work on planting and harvesting crops 

where local labour supply was not sufficient.  In the early years, 

                                                 
87 Which current government policy wishes to be below 100,000 p.a. 
88 With exit recording in place at UK borders, the Border Agency will have 
an objective check. 
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people came mainly from Italy, Greece and Spain, but from 

1973 for Italy, after Britain joined the EEC, and from 1986, 

when Greece and Spain joined, all these countries had free 

access to the British labour market and needed no quota.  After 

the disintegration of the Soviet Bloc in 1990-91, they were 

replaced largely by (A8) East Europeans under the quota, until 

they too obtained EU membership in 2004.  The last of the East 

European countries to join, Romania and Bulgaria, obtained free 

access to the UK labour market from January 1st 2014, so the 

scheme was abolished.  However their free access entitlement 

would disappear should Britain leave the EU. 

 

It would make good sense to re-instate the SAWS for temporary 

residence and work permits, since the scheme operated well 

over 60 years, without obvious abuse of its short-term residency 

feature. 

 

4.4.1  Immigration Controls between Britain and France 

 

For Channel tunnel and ferry traffic, a number of protocols 

about immigration controls between Britain, France and 

Belgium have been in force since 1993.  The Anglo-French 



Chapter 4 
 

95 
 

Treaty of Le Touquet allows France and Britain to establish 

immigration controls in each other’s national territory – British 

controls at Calais and Les Coquelles, and French controls at 

Dover and Cheriton in Kent.  In the first year of operation 

(2002-3) 2,232 people were refused entry to Britain. 

 

For Channel Tunnel (Eurostar train traffic), immigration 

controls are established at British and French railway stations: 

French checks at British railway stations (e.g. London St 

Pancras and Ebbsfleet in Kent); British checks at Paris Nord, 

Lille and Brussel Zuid.  Refusal of admission to Britain at these 

check points have averaged around 2,500 per annum. 

 

It is much to be regretted that Prime Minister Cameron allowed 

himself to talk alarmingly about the “French pulling out of the 

Le Touquet Agreement” in some way causing the “migrant 

camps at Calais to be moved to Britain”. 

 

The arrangements at Calais are an integral part of a system 

which covers Belgium as well as France and Britain, has worked 

smoothly in all three countries’ interests for over 20 years, and 

is in fact no different from those that govern country to country 
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air transport throughout the world.  The arrangements at Calais 

will not be affected in any way by the outcome of the British 

Referendum. 

 

What these arrangements and treaties, like the Lancaster House 

Defence Agreement (Chapter 9.5), do illustrate is that most of 

the UK’s relationships with EU countries are not determined by 

its membership of the EU itself, any more than the Canada/USA 

border arrangements depend on their membership of the North 

American Free Trade Area (NAFTA). 
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Chapter 5: Industry  

 

Industry covers agriculture, mining (oil), manufacture, 

electricity, water supplies and construction.  Of these only 

agriculture, oil and manufacture are significant exporters, 

though the mining sector and electricity are significant 

importers. 

 

5.1  We must have more things to make and sell 

 

In the scene-setting Chapter 1 above, the most important aspect 

of our trade with the rest of the world is the huge imbalance in 

our goods transactions.  In 2014, for every £3 worth of goods we 

sold to overseas customers, we bought £4 worth of imports.  In 

2015, the preliminary figures indicate89 that the imbalance has 

almost reached £3 of imports for every £2 of exports.  Within 

these headline figures is the £77 billion deficit with the 

European Union in 2014, which in 2015 through a £15 billion 

increase in imports, increased to £92 billion.  At the same time, 

the deficit on the rather greater non-EU goods trade decreased 

from around £40 billion to £30 billion. 

                                                 
89 ONS Quarterly Review Q1 2016. 
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Despite the supposed special access to the EU Single Market 

(Chapter 3.2) nothing should be allowed to disguise the fact that 

the special access is essentially one-way – from the EU to the 

UK. 

 

5.1.1  Product Range and Quality of Service are the main 

determinants of success in a market 

 

Goods and services increasingly depend on each other.  

Especially is this interdependence true of complex manufactured 

products like aero-engines, which are sold on the basis of long-

term service contracts, provided by the vendor to maximise 

predicted time in the customer’s service, and minimise 

unpredicted times out of his service.  Together with its rated 

design performance, in the aero-engine business this is what 

quality comes down to. 

 

In fact the vast majority of traded products, while in general less 

complex than aero-engines, will have similar definitions of 

quality.  Higher quality relative to your competitors cements 

your reputation and secures long-term sales.  Systematic 

improvement in product quality and production efficiency – 
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what Germans refer to as “immer besser” is what sells products.  

Trade deals sometimes help to get started in a new market, but 

it’s quality and delivery which really matter. 

 

“Improvement” is not a theme to be seen only in the context of 

manufactured goods and related services.  All our systems – 

education, central and local government, health, welfare – will 

need constant ongoing improvement as the loads placed on them 

change in magnitude and character.  Education in the relevant 

subjects, chiefly science and engineering, is of particular 

salience for our ability to deliver quality and range in our 

products.  Above all an individual’s striving for improvement is 

the key to success. 

 

When tariffs on industrial goods were anything up to 100% in 

the 1960s, the goal of tariff-free areas made a lot of sense, but 

since the 1980s, when Britain’s market share of the EU 

approximated to its share in the rest of the world (Figure 3.1), 

tariffs have been much lower after the various WTO-inspired 

tariff reduction agreements.  As noted in Chapter 3, the average 

tariff by value imposed by the EU on non-EU products is now 

only 5.3%.  This average is heavily biased upwards by two 
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groups of products – agriculture, where the tariff can be from 

zero up to 30% depending on the precise product, and textiles, 

where British exports to the EU are tiny.  For the main run of 

industrial goods, the EU tariff ranges from zero (for 29% of the 

product lines) to an average of 3%, which applies to the range of 

goods typical of UK exports to the EU (Chapter 10.4.1). 

 

In terms of sales, the effect of these tariffs is swamped by range, 

quality and service factors, particularly in the latter case by 

language.  Much nonsense is spoken about the lack of need to 

speak foreign languages.  As a comment on this myth, a German 

business acquaintance of this writer put it rather succinctly, “I 

buy in German and sell in English”.  Or think of a French 

manufacturer wanting to buy an electric motor for his pump, 

who rings up a British supplier to be answered only in a thick 

regional English accent. 

 

Every single bit of evidence on the ground points to the fact 

that, at today’s tariff levels, quality of product, promptness of 

delivery, and after-sales service are what count.  The 

extraordinary emphasis on trade “deals” so often heard in 

British discussion about the EU and alternatives is misplaced.  
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There is a real danger that some UK trade deals simply make it 

easier for foreign suppliers to enter the British market without a 

compensating ease of entry of British goods to theirs, as shown 

graphically in Table 5.1 for the 40 year period from before 

Britain joined the EEC/EU in 1967 to 2007, the last year before 

the financial crisis. 

 

Table 5.1: EU/EEC-UK Goods Trade flows 1967-200790 

 £ Million to 3 or 4 significant figures   
UK Goods 
Exports as 

% of 
country’s 
imports  

Country   
Total 

Imports 

 
UK 

Exports to  

 
UK 

Imports 
from 

Germany      
1967 7,370 267 351 3.62 
1977 65,400 2,501 3,574 3.80 
2007 663,000 24,390 44,040 3.68 

France      
1967 5,150 197 212 3.83 
1977 36,400 2,147 2,660 5.89 
2007 411,300 17,900 21,600 4.35 

Italy      
1967 3,110 140 195 4.50 
1977 23,710 781 1,533 4.13 
2007 345,000 9,110 13,100 2.63 

 

                                                 
90 Sources are UK Office of National Statistics Abstract; German Federal 
Ministry of Economics & Technology; Whitaker’s Almanac 1969-2011.  
Years chosen are 5 years either side of UK joining EEC on 1s January 1973 
and 40 years on. 
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Comments on Table 5.1 

 

1 Most striking perhaps is the fact that Britain’s share of 

German goods imports has barely changed in 40 years from 

1967, before we joined the EEC in 1973.  In 2007 they were 

only 3.7%, a mere 0.1% greater than Britain’s share of world 

manufacturing exports in 2006 (Figure 3.1) 91.  In the same 40 

year period Britain’s share of France’s imports has gone up by 

0.55%, while our share of Italy’s imports has actually gone 

down significantly. 

 

2 Conversely, Switzerland, not in either the EU or the 

Customs Union92, but highly tuned to the German market with 

its manufacturing industries almost entirely German-speaking, 

supplied 4.1% of Germany’s imports overall and took 4.4% of 

its exports, largely in balance.  (See also Figure 3.2 for 

Switzerland, the UK and the USA compared over the period of 

the Single Market 1992-2014.) 

 

                                                 
91 In 1967 there was very little trade in services between the UK and 
Germany, so exports were virtually all manufactures. 
92 Switzerland is a member of EFTA, and has also had tariff-free entry into 
the EU for industrial goods since 1977. 
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3 Overall, the actual trade gains from Britain’s 

membership of the EEC/EC/EU, with all the administrative and 

subscription costs, and political aggravation which membership 

has entailed, are negligible at best.  Britain’s corporate leaders 

should therefore refrain from making speeches about Britain’s 

being in a sort of trading limbo if it left the EU93  and 

concentrate on making sure that their own companies have the 

right products at the right prices to seize their opportunities.   

 

4 The trends over the last 20 years - not to speak of the last 

100 years - show that the UK economy is not self-correcting 

(Barnett, 1995).  Changes in the variables like exchange and 

interest rates under the control of the Bank of England and the 

Treasury, do not affect the long-term issues in our economy 

very much.  Only structural changes, for which our freedom 

from the EU is a necessary, but far from sufficient requirement, 

will do.  If we can, over a period of time, as described in Section 

5.4 below, we should switch 0.5 million people into 

manufacturing, which would add nearly £100 billion to sales of 

manufactures, create in manufacturing and services together a 

                                                 
93 As they did volubly about joining the Euro in the 1990s, e.g. letter to 
Financial Times, 5th September 1996 and SFB’s reply on 7th September. 
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million jobs, put our current account into positive territory by 

about £20 billion and  more than halve our deficit on world 

goods trade.  This is a prize really worth striving for (Tables 1.5 

and 3.1).  

 

Table 5.1 (above) sets out how Britain has performed in its 

principal EU markets over 40 years from before it joined the 

EEC/EU until just up to the financial crisis of 2009-10.   Table 

5.2 below sets out the record over the crisis period 2006-11 for 

six different areas of the world94: EU, AICANZ, EFTA, BRIC, 

GHSS, ROW.  These Britain really must tackle to sustain her 

place in the world and pay her future import bills for energy and 

food.    Table 3.1, in the trade Chapter 3, sets out the targets for 

each of these areas of the world which British manufacture 

should primarily be aiming for. 

 

 

 

 
                                                 
94 EU-26 (European Union minus Republic of Ireland); AICANZ: the Anglo-
sphere – America (US), Ireland (Republic), Canada, Australia, New Zealand; 
EFTA European Free Trade Association; GHSS: Gulf, Hong Kong, 
Singapore, South Africa; ROW Rest of world including the TIM group: 
Turkey, Indonesia & Mexico. 
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Table 5.2 : UK Trade in Goods by areas of world in £ Billion 

 

Area 2006 
 

2011 

Credits  Debits  Balance  Credits  Debits  Balance  

Whole 
world 

 
244 

 
320 

 
-76 

 
299 

 
399 

 
-100 

 
EU 26 

 
153 

 
184 

 
-31 

 
159 

 
202 

 
-43 

 
EU-RoI95 

 
136 

 
173 

 
-37 

 
141 

 
189 

 
-48 

 
AICANZ 96 

 
56 

 
44 

 
+12 

 
68 

 
51 

 
+17 

 
EFTA97 

 
7 

 
19 

 
-12 

 
9 

 
33 

 
-24 

 
BRIC98 

 
9 

 
26 

 
-17 

 
22 

 
47 

 
-25 

 
GHSS99 

 
12 

 
17 

 
-5 

 
19 

 
24 

 
-5 

Rest of 
world 

 
24 

 
41 

 
-17 

 
40 

 
55 

 
-15 

 

                                                 
95 Republic of Ireland. 
96 USA, Republic of Ireland, Canada, Australia, New Zealand. 
97 European Free Trade Association – the remainder of the organisation 
founded by Britain in 1961 now consists of Norway, Switzerland, Iceland, 
Lichtenstein. 
98 Brazil, Russia, India, China – fast developing large countries (population 
2.7 billion). 
99 Other countries where the law and language of business is mainly English 
– Gulf States, Hong Kong, Singapore, Republic of South Africa. 
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Deducting the target of £82 billion increase in goods exports, 

less about £30 billion net for imported components to make 

them, reduces the goods deficit by about half (top right-hand 

box of Table 5.2). 

 

Comments on Table 5.2 

 

1 In terms of the outcome of the UK-EU referendum, it is 

very unlikely that the UK/Republic of Ireland trade is 

going to be significantly disturbed, given common 

geography, language and law.  For that reason Ireland is 

grouped with the other Anglophone countries as 

AICANZ. 

 

2 The huge growth in the deficit recorded with EFTA is 

entirely due to the massive increase in imports of 

Norwegian oil and gas. 

 

3 The proportion of UK goods going to the 26 countries of 

the EU minus the Republic of Ireland was 47% in 2011; 

23% to AICANZ and 7.4% to the BRIC countries.  

These have a combined population of 2.7 billion, many 
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of them very poor.  Nonetheless they have almost nine 

times the USA’s population and six times the EU’s.  Oil 

exports, now in rapid decline, accounted for £30 billion 

in 2011. 

 

4 Nothing much will change in the BRIC figures in the 

table until (a) the UK seriously addresses the language 

issue, specifically training salesmen and executives to 

speak Portuguese (for Brazil and Uruguay), Spanish (for 

the rest of Latin America), German, Russian and 

Chinese, and (b) concentrates more effort on capital 

goods exports.  

 

5 There are 42 countries in the 5 identified areas in Table 

5.2, representing 87% of UK goods exports and imports, 

the other 152 countries representing the remaining 13%.  

Any seriously run business would be bound to 

concentrate on the 42 when resources are limited. 

 

6 AICANZ is the only area showing a rising positive 

balance and also a significant increase in goods exports 

(21% over the 5 year period).  The EU 26 showed a 4% 
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increase in exports, the remaining areas reading down 

Table 5.2 were 21%, 28%, 144% (from a small base), 

58% and 67%.  These trends are more pronounced with 

the trade in services shown in Table 3.2 (above) for the 

same period and areas of the world. 

 

7 British goods accounted for 1.2% of the BRIC imports in 

2011 and 2.9% of the USA’s. 

 

5.2  Manufacturing 

 

Manufacture is of vital importance to Britain for two main 

economic reasons.  The first reason is that manufacture is the 

principal way in which a nation can derive economic benefit 

from scientific knowledge100. 

 

That Britain has not, as a nation, derived full economic benefit 

from its huge past and continuing investment in scientific 

knowledge is a truism, which deserves close examination if a 

remedy is to be found and implemented. 

                                                 
100 By scientific knowledge I mean the physical and biological sciences, 
engineering, systems and mathematics. 
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The second reason is the sheer size of the world market for 

manufactures which, as evidenced by Table 5.2, Britain needs to 

concentrate on if it is going to achieve long-term stability in its 

external finances and count again as a major player in the world.  

The world market for manufactures in traded exports in 2013 

was $11,850 billion or 52% of all traded exports.  Oil and ores 

accounted for 30%, commercial services 11%, travel, tourism 

and transport 9% (WTO, 2014).  Within the commercial 

services sector, financial services accounted for about 13.5% or 

1.5% of total world exports. 

 

Manufacture is also very important for a non-economic reason.  

It enables the non-academic part of the population to acquire 

skills101 to make tangible things, which not only give great 

satisfaction to many people, but feed directly into exports.  

Moreover much of the expansion will most naturally take place 

in the Midlands, North of England and Scotland. 

 

                                                 
101 This is not in any way demeaning to half the population.  As Alfred the 
Great reflected (890) in his commentary (Article 17) on Boethius’s De 
Consolatione Philosphiae, “A skill without brains cannot be reckoned a 
skill”.  
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Britain has not for a long time (a 100 years or more) been able 

to sell to the rest of the world and its own domestic customers 

enough manufactures to pay for the goods appetites of its 

government and consumers (Pollard, 1982).  Section 5.1.1 

shows that this is now due principally to a lack of range of 

British goods on offer by comparison with our competitors, 

especially Germany.  Most of what British industry makes is 

fully competitive: there is just not enough of it.  Extending its 

range, while maintaining quality, will ensure Britain’s economic 

and cultural place in the world ahead.  To do this after 100 years 

of trying with existing forms of finance and organisation, has 

clearly failed.  Section 5.4 describes one such new, cooperative, 

form of organisation which, free of EU restrictions, could 

deliver the much needed increase in range and the sales to go 

with it. 

 

5.2.1  Improvement by learning 

 

There is a well-attested linkage between production of a product 

and its cost of manufacture: the so-called “learning curve”.  In 

round terms, doubling of accumulated production enables 

manufacturing costs to reduce by about 15%, given determined 
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improvement of the process and product.  By systematic 

improvement in the absolutely key sector of capital goods 

(machinery and machines principally), Germany exported £400 

billion’s worth in 2012 (greater than the whole of UK goods 

exports) so that it now provides about one quarter of all the 

world’s machines. 

 

If the UK allows production in a major field of manufacture, 

like steel, to fall below a certain minimum level of economic 

output, it will die completely and a huge expanse of science and 

engineering in the UK with it.  While they are an important part 

of the production cycle, nobody makes much money out of 

laboratories and libraries per se, or even design102.  Only actual 

production for sale will do that. 

 

At around 10% of national GDP and only 8% of the labour 

force, British manufacturing is close to that minimum now.  No 

amount of initiatives in universities and other back office 

centres can replace the loss of the essential teeth arms in markets 

                                                 
102 Britain generates substantial exports in patents licensing of about £9 
billion (Table 5.1), but these depend on domestic production. 
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at home and abroad.  Replacing that loss over the next 30 years 

is the purpose of the Leopard Clusters (Section 5.4 below). 

To actually realise a new or improved product or process, 

certain basic sequences have to be gone through.  These 

sequences are usually cyclic.  Ideas for improvement or 

innovation can be introduced at any part of the cycle.  Many 

good manufacturers lay particular stress on the sales and 

marketing aspects as a prime source of feedback on what the 

market actually needs or wants. 

 

5.3  The case of Steel 

 

The recent history of the steel industry in Britain is a terrible 

example of the way a flawed ideology – in this case free market 

theory – has been allowed to triumph over the desperate need to 

retain and support a thriving steel industry in the United 

Kingdom. 

 

As applied by the vast majority of UK politicians and 

economists alike, free market theory ordains that for the 

maximising of human welfare, products P of country A shall be 

allowed to enter the market of country B, even if it means B’s 
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producers of P are wiped out.  Various engaging names are used 

to describe this process – “creative destruction” and “survival of 

the fittest” are the most common. 

 

The intellectual, as well as practical failure of this theory, which 

has been used over and over again to somehow justify the 

extinction of a whole range of industries in Britain, is that it 

never identifies the boundaries of human welfare, or the time-

scale over which the theory is supposed to apply.  It may well 

have some merit applied to the whole of mankind over a 

generation, or a market trader over an afternoon’s selling, but 

the concern of those who purport to steer the UK’s economic 

ship should be unashamedly the welfare of the United Kingdom 

on a timescale of 10-20 years.  As with any ship, foresight in 

estimating changes to come, is key to survival. 

 

At this point, many capitalists and economists will shudder and 

deplore the drift of the argument, muttering “economic 

nationalism”, exclaiming with horror “protectionism”, 

“featherbedding” and so on.  This conviction about the 

unlimited benefits of so-called free trade, is a peculiarly English 

addiction, even among those whom the French always refer to 
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as Anglo-Saxons.  Even at the high water mark of free tradism 

in the second half of the 19th century, few people beyond 

England, even in the British Empire itself, held to the Free 

Trade ideology with the fanatical zeal of its high priests in 

England.  The very first law passed by the newly established 

Canadian House of Commons in 1867 was to pass a tariff 

against the goods of the Mother Country – to protect their infant 

industries (in Canada that is). 

 

In the current crisis in the British steel industry, protective 

actions, whether of tariffs or anti-dumping quotas against China, 

are entirely under the control of the European Union, where all 

28 countries have to agree or at least be bought off. 

 

In 2015, British industry produced 9.6 million tonnes of crude 

steel, less than any other G7 country (the USA 67, Germany 36, 

France 13, Italy 19, Japan 88, Canada 11).  In population terms 

Canada is barely half the size of the UK.  In comparison with 

these figures, China produced 676 million tonnes, 70 times more 

than the UK. 
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Under WTO anti-dumping rules, the UK acting alone could 

install quotas on Chinese steel and any that is judged to be 

displaced sales, e.g. selling through a third party country. 

It has to be said that having to act through the EU is a major, 

perhaps mortal handicap for the British steel industry, while the 

USA, acting alone, but with the assent of the WTO, installed 

anti-dumping controls on Chinese steel in September 2015. 

 

5.4  New Forms of Manufacturing Organisation 

Figure 5.1: Leopard Logo103 

 

 

 

To actually obtain a switch, as required by the targets in Table 

3.1, of 0.5 million people into manufacturing with another 0.5 

million in supporting services104, cannot happen under the 

present multiplicity of schemes of help for SMEs, Innovation 

                                                 
103 Used by permission of Prosyma Research Ltd 11/2/2014. 
104 Usually one new job in manufacturing itself, will generate another job in 
services – finance, maintenance, utilities, raw materials supply, advertising. 
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and R&D allowances (now 1.5 times HMRC approved R&D) 

for all firms.  The £82 billion per annum target for additional 

exports or import-replacing sales over a ten-year period, cannot 

be achieved organically from existing forms of enterprise, which 

have had well over 100 years of being prodded into arresting the 

decline of UK export shares, but only by the creation of new 

structures consisting of both new and existing firms.  This 

conclusion recognises the fact that innovating entirely new 

products and processes has only about a third the return on 

investment as “improving” what already exists105 (Davidson, 

2004).  Here “improvement” covers not just the manufacturing 

processes and products, but the product range.  This means 

much more market research in overseas markets in which the 

commercial sections of the British embassies must play an 

increasing part.   

 

Exploiting the opportunities which new trade agreements with 

other countries outside the EU would offer, will require a major 

effort of national will in which product and process 

development with existing firms (and some new ones), in-depth 

marketing abroad, and training in a wide range of skills at home 

                                                 
105 The German phrase is “immer besser”. 
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(not least language skills for the target markets in South 

America and Asia) will need to be brought to bear industry by 

industry with the single-minded objective of producing more 

things106 for sale at home and abroad.   

 

This concept finds practical expression in the idea of “Leopard” 

clusters of companies, which bear a close relation to the 

Montdragon Cooperative Companies, originating in Spain and 

now turning over more than £10 billion107.  Leopard is an 

acronym for Leaping on Opportunities Presented by Advances 

in Research and Design.  Companies in some Leopards will be 

based on a common technology for different markets (so-called 

horizontal type); other Leopards will be built around a common 

category of market (vertical type).  Example products from a 

“common technology” embryonic Leopard Cluster, designed 

and produced in the 2000-2005 period (Davidson, 2004) are 

shown (Figure 5.1) for two quite different markets requiring 

light-weight storage capacity with built-in anti-infection 

properties.  All walls, doors, and shelves are hollow for weight 

reduction purposes.  Achieving hollow walls in such complex 

                                                 
106 This is not to exclude software packages as long as they have repeat sales. 
107 Extermal government finance is needed (see Chapter 10.7.2 below for a 
note on WTO rules. 
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shapes economically, depends on the manufacturing technology 

devised. 

 

Figure 5.2: Rollet and Biokab 108: Two Markets, one 
Technology 

 

 

 

 

 

                                                 
108 Photos by permission of  the North of England Plastics Processors’ 
Consortium  (NEPPCO Ltd) October 2003. 
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5.5  Farming: Redirection of Support 

 

Britain grows about 62% of the food it consumes (down from 

72% in 1990) plus its exports (of grain and beef).  The vast 

majority of the fish we eat is imported.  Under the EU’s 

Common Agriculture Policy (CAP), farming has been supported 

by direct payments to British farmers of around £3 billion per 

annum in the form (now) of grants for land management.  This 

payment has amounted to about 30% of farm incomes on 

average.  The biggest payments per acre go to the best (grain 

producing) land on average, the owners of which are already 

well off through the sales of their crops.  The farm industry 

generates about £10 billion of agricultural output and employs 

about 240,000 full and part-time workers.  Nothing much is 

likely to change if Britain remains in the EU. 

 

The world will need increasing amounts of food.  The objectives 

of  any Leave plan must be to redirect the £3 billion with the 

objective of taking British farming up to at least the 1990 figure. 

 

The outstanding unmet opportunity in UK food production is in 

horticultural products.  The Dutch should be the model for this.  
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Clearly capital and training grants will be needed upfront as the 

industry has insufficient financial resources of its own to effect a 

major change.  Leopard clusters could be suitable for this 

objective.  Fifty to sixty percent of the £3 billion p.a. redirected 

from grain to horticulture and to rescue dairy and sheep farmers 

from dire poverty (incomes below £10,000 p.a. in parts) will 

make possible a veritable transformation of British agriculture. 

In our EU negotiations (Chapter 11), we should aim for 

individual farmers to receive farming subsidy payments on the 

taper principle over a maximum of 3 years, the balance to 

farmers being made up by the Treasury out of the sums it will 

not be paying to Brussels.  When the taper period is over, the 

total amount paid to farmers from the Treasury should continue 

for another 3 years to ensure continuity of farm incomes, during 

which transition a long-term system can be gradually introduced 

to achieve food production objectives at minimum costs to the 

Exchequer. 

 

5.6  A New Fishing Industry 

 

In GDP terms, UK fishing has been seen as a small industry 

with total landings by UK vessels valued at about £1.2 billion by 
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6,477 vessels (2010), employing 12,703 fishermen.  All of these 

figures are substantially less than in 1995, a peak year, after 

which the impact of EU quotas, designed to accommodate 

Spanish fishermen and enact conservation measures, markedly 

reduced British catches.  In 2012 Norway and Iceland between 

them landed 5% of the world total compared with the UK’s 1%, 

Spain’s 1.4% and the EU’s total landings of 8%.   

 

Under International Law the UK has rights to around 70% of the 

Continental Shelf according to the 200 mile/median line division 

between countries bordering it.  Despite this, in 1972 the EU 

was allowed by Prime Minister Heath to claim, in an act of pure 

brigandage, the whole Continental Shelf fisheries for itself, 

when Britain joined the EU (EEC) on 1st January 1973. 

 

On leaving, Britain would be able to resume control of its own 

waters (Chapter 11.7).  This should permit over, say, a 10 year 

period, the fishing industry to at least triple its catches and 

landings to 3% of the world total, which will have a hugely 

vitalising effect on its traditional fishing towns all along the 

English Channel and British North Sea coasts.  This will 

represent a major offset to both the past loss of fishing, and 
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associated fish processing employment, plus the sharp decline in 

tourist numbers over the last 25 years.  Overall 20,000 people 

and £1.5-2 billion could be added to employment and net output. 

 

Restart of a Boat and Shipbuilding Industry 

 

Besides the gains in the fishing towns themselves, there will be 

a fine opportunity to kick-start civil shipbuilding in Britain.  

There will be a guaranteed market for the boats, associated 

training for the extra shipbuilders needed by the growing fishing 

industry, and with Britain outside the EU, these can all be 

British citizens, in places where new, skilled employment is 

urgently needed, often around boatyards already there, but in 

need of investment.  Government support, in line with the 

WTO’s Trade-Related Technical Assistance (TRTA) 

programmes could enable one or more Leopard Clusters on the 

Mondragon principle to meet the need.
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Chapter 6: Energy and Environment 

 

While Energy and Environment are really separate issues, they 

are taken here into the same chapter because most of the existing 

Acts of Parliament and EU directives still in force treat the two 

as one issue.  This is reflected in successive Governments’ 

minds by their combination in one Department of State. 

 

It is a basic standpoint of this chapter, in or out of the EU, that 

while recognising the interaction of energy and environment, the 

security of our energy supplies must be given priority where 

there is any conflict between the two.   Long-term (2030), both 

energy security and fundamental environmental protection can 

be secured together (Figure 6.6 below), provided the 2020 

renewable energy targets for electricity generation are relaxed 

by partial or total repeal of the 2008 Climate Change Act 

(CCA).  If the vote is to remain in the EU, the government of the 

day will have to seek a “derogation” from these targets from the 

EU, which might or might not be granted. 
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This is because the previous Labour parliament, via the CCA 

(2008)109, has signed Britain up to emissions reduction and 

renewable energy targets, which are crippling in terms of both 

energy cost and energy availability.  These targets themselves 

derive from the EU’s attachment to the Anthroprogenic Global 

Warming (AGW) ideology which identifies carbon dioxide as 

the prime cause of global warming.  It has to be said, however, 

that these targets are supported by the Green lobby in the United 

Kingdom, even though this has left the country with an 

inadequate electricity supply system, the imminent prospect of 

electricity cuts next winter 2016/17 (Figure 6.2 below), and no 

plans to build the only power stations that can be built quickly, 

namely gas. 

 

6.1   Roots of the UK Energy Crisis 

 

Along with salary costs and raw material costs, energy costs are 

the chief factors which determine whether there will be any 

large-scale process industry – oil refining, chemicals, steel (on 

the verge of extinction, see Chapter 5.3), cement, etc. – left in 

                                                 
109 This was approved in the House of Commons on the decisive second 
reading with only 5 MPs out of 650 (mainly DUP) voting against. 
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the UK110.  Successive government policies over the last 20 

years, culminating in the Climate Change Act 2008, where 

subsidies for so-called green energy sources are embedded at the 

expense of industry, the consumer and the taxpayer, have been a 

fatal mistake. 

 

The passing of this Act was followed by the Green Energy 

Strategy (GES) which so alarmed the practical people of the 

National Grid that they instigated a consultation111 on how in the 

face of this legislation, they could possibly plan and operate a 

system dependent for 30% of its supply on wind energy (Gone 

Green Strategy). 

 

Uniquely to any First World country, the UK has two energy 

crises: one is paying for its future imports of fossil fuels, as the 

inevitable decline of North Sea oil occurs, the other is actually 

generating enough electricity for industry (factories), business 

(offices), housing, and the public sector (hospitals, transport, 
                                                 
110 Jim Ratcliffe, owner and chairman of Ineos, the second largest chemicals 
company in the world by turnover, and the second largest private company in 
the world (November 2013) when announcing that Grangemouth refinery and 
chemicals plant would not be shut. 
111 E.g. S F Bush and D R MacDonald submission no. 23 to “Operating the 
Electrical Transmission Networks in 2020” and “A Secure Energy Strategy”, 
August 2009. 



Chapter 6 
 

126 
 

etc.)  The UK has also been handicapped by the most vociferous 

“green energy” lobby in the western world, ignorant alike of 

physics, engineering and the realities of providing for the energy 

needs of more than 65 million people. 

 

Figure 6.1 shows the split of energy deployed by category of 

final user in millions of tonnes of oil equivalent (Mtoes)112. 

 

Figure 6.1: UK Energy Use by Sector 

 

                                                 
112 Energy delivered to the consumer as heat or as electricity is now quoted in 
MegaWatt hours (MWh) or KiloWatt hours (KWh) as found on invoices 
from the Energy Supply Companies.  One tonne of oil equates to 11.8 MWh 
as heat.  Energy delivered as fossil fuels is usually quoted in tonnes of oil 
equivalent (toe) or millions of tonnes (Mtoes). 
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Thus we can calculate that electricity is a relatively small part 

(17%) of final energy usage, the other 83% being delivered as 

heat (gas, oil and coal for burning). 

 

Compared with our competitor nations, UK electricity usage is 

in fact relatively low (6,400 KWh per annum per person) 

compared with Germany 6,800, France 7,900, Switzerland 

8,400. 

 

Since renewables and nuclear can only deliver energy as 

electricity113, this makes any realistic attempt to reach the 

renewable energy and emissions reduction targets of 50% by 

2027 or the 80% by 2050 for the whole economy in the 2008 

Climate Change Act (CCA), entirely fanciful.  Meeting such 

targets would mean replacing something like 75% of all fossil 

fuel burning equipment  (gas, oil and coal boilers) in domestic, 

industrial, and commercial premises by electrical equipment, as 

well as constructing new electricity-generating capacity about 

equal to the 60 GW (2013-17) existing capacity, doubling the 

                                                 
113 The late Malcolm Wicks, Energy Minister, who accompanied Prime 
Minister Blair to Strasbourg where the 2020 renewable energy and emission 
targets were agreed (30% below 1990, 15% of electricity to be from 
renewables) had difficulty in comprehending the implications of this. 
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lengths of overhead cables and the number of supporting pylons.  

In the meantime, as a direct result of the CCA, green taxes114 are 

already imposing about 6% on the electricity price for the 

domestic consumer and 16% of the wholesale price on British 

process industries (where margins are already very tight) 

compared with about 2.5 % on German industry; nothing in the 

Mexican Gulf (USA coast). 

 

The actual balance of payments costs of the decline in UK 

production of oil and gas and their sales price have risen 

dramatically and add straight on to the goods deficit, already 

over £100 billion per annum.  From peak production of 220 

Mtoes of hydrocarbon in 2002 (when net imports were about 

zero) the estimated costs at the  $ : £ rates cited are shown in 

Table 6.1, if no additional nuclear capacity comes on stream and 

no existing capacity is shut down115. 

                                                 
114 Green taxes – principally (1) the Renewable Obligation Certificates which 
fossil fuel users are obliged to purchase from the government’s “market; (2) 
the Climate Change levy.  The cost of levies on the average family’s energy 
bill was estimated in 2011 by Prime Minister Cameron’s own senior energy 
advisor, Ben Moxham, to be 30% by 2020. 
115 Under the EU Large Combustion Plant Directive, 8 coal stations 
corresponding to 10 GW of capacity, or 14% of total generating capacity, 
have already been shut down.  The present Secretary of State for energy 
rejoices that all coal stations will be closed by 2025. 
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Table 6.1: Production and Export-Import Balance of Fossil 

Fuels 2004-2020 if no additional nuclear capacity 

 

2004-
2008 

average 

Production 
Mtoes 

Consumption 
Mtoes 

Exports 
(Imports) 

Mtoes 

Balance of 
payments 
cost $80 

per barrel 
 
Oil and 
Gas 

 
207 

 
186 

 
21 

 

 
Coal 

 
16 

 
40 

 
(24) 

 

 
Totals 

 
223 

 
226 

 
(3) 

 
£1.2 Bn 

 
2015-
2020 

average 

    
Import 
cost at 
$50 per 
barrel 

(1.45$ : £) 
Oil and 

Gas  
 

73 
 

186 
 

(113) 
 

£32 Bn 
 

Coal 
 
0 

 
20 

 
(20) 

 
£1 Bn 

 
Totals 

 
73 

 
206 

 
(133) 

 
£33 Bn 

 

Added to the present (2012-2014) goods trading deficit of £100-

110 Billion, this looks dangerously insupportable.  It adds even 

more weight to the urgent need to expand manufactured exports 

as part and parcel of the export drive (Table 3.1).  Removing all 

green taxes from manufacturing processes is something a 
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government could do to help, provided the CCA targets were 

removed as noted above.  Nothing, but nothing should be 

allowed to stand in the way of this national priority. 

 

The British government’s response to the decline in North Sea 

oil and gas production (which has been known about for many 

years) has been to install its own Green Energy Strategy (2009), 

hasten the building of wind farms, and until about 2012, to 

discourage the idea of a new nuclear reactor programme to 

replace the ageing fleet of seven AGR nuclear stations.  As with 

oil and gas production, nuclear power generated electricity is in 

rapid decline from a peak of around 15 GW capacity in 2002 to 

8 GW in 2015, until under present closure plans all but Sizewell 

B (1.1 GW) will have closed by 2023116.  At the present time 

there is no prospect of new nuclear capacity before 2025 and no 

new gas plants are planned.  The British people are faced with a 

civil catastrophe of unparalleled dimensions, comparable to the 

loss of almost all of the British Army’s equipment and 80,000 

trained soldiers in 1940. 

                                                 
116 Originally all, except Sizewell B were to have been closed by 2023, but 
recent life extensions offer the prospect of Torness and Heysham B extending 
to 2028.  The capacity of Sizewell B is 1.1 GW which supplies the current 
electricity needs of about 2 million houses. 
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6.2  The problems with wind as a provider of electricity on a 

national scale 

 

There are three fundamental problems with wind which derive 

essentially from the United Kingdom’s geography, its position 

at the edge of the Atlantic Ocean, and the fact that the “power 

density” of wind is extremely low compared with all other 

energy sources, except solar power117.  Most of the on-land 

windy areas are in the North and West, Atlantic-facing areas far 

from the populations of the South and East which need the 

electricity.  None of these three problems can be significantly 

mitigated by legislation, or by market ploys, without damaging 

consequences. 

 

Britain is situated between two major weather systems, the 

predominantly low pressure regions of the Eastern Atlantic 

Ocean and the predominantly high pressure regions of western 

and central Russia.  When the Atlantic weather system 

dominates, Britain tends to have a windy low pressure system 

                                                 
117 Power density is the amount of energy passing per second through a given 
area – say one square metre.  Internal combustion engines are about 700 
times more power dense than windmills, which is why windmills have to be 
so big. 
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and the windmills go round.  When the Russian high pressure 

dominates, there is very little wind. 

 

Figure 6.2:  Nuclear vs Wind, Feb 2010 

 

 

 

This generally occurs for a week at a time in January and 

February.  In 2015/16 it was seen later in March.  Figure 6.2 

plots the recorded usage factor (percentage of time windmills 

were actually generating) in February 2010 (and also shows the 

near rock steady usage factor of nuclear power118). 

                                                 
118 www.bmreports.com 
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Figure 6.3: Usage Factors for different types of electricity 

generating process, February 2011 

 

 

 

Figure 6.3 shows the usage factor in February 2011 for all 

systems supplying the grid, averaged over the whole month.  All 

the renewable energy sources, wind included, are between 10% 

and 20%.  The figures for wind in the four weeks to 23rd March 

2016 are even lower, with about 5% usage factor providing less 

than 2% of UK demand, on some days at 0.5% barely 

measurable. 
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Readers may recall that under the Climate Change Act 2008, 

itself the UK’s response to the EU’s energy directive of 2003, 

signed up to in Strasbourg by the then Prime Minister, Tony 

Blair, the renewable energy target for total energy generation 

was set at 15% by 2020.  Whichever year it is aimed to achieve 

this, given Figures 6.2 and 6.3, to adopt such a high percentage 

of renewable energy would put a ball and chain on British 

industry, and permanently impose on the British consumer a 

totally unnecessary cost in emergency fossil-fuelled backup, as 

the National Grid vainly tries to cope with 20-30% of its 

capacity disappearing on some days, even parts of days. 

 

6.3  Electricity Generation: The secure energy strategy 

(SES) alternative   

 

But it doesn’t have to be like this.  In the energy debates of the 

last few years, as the realities of Figure 6.1 and Table 6.1  have 

dawned on the UK government, most of the attention has been 

focussed on electricity generation.   As calculated from the 

energy use pattern in Figure 6.1, electricity is only 17% of end-

user demand for energy.  In particular, it has not been generally 
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appreciated that nuclear, wind and solar can only deliver energy 

as electricity. 

 

Any significant move away from fossil-fuel based heating  to 

electric heating, must therefore involve the large-scale 

replacement of existing boilers and furnaces in domestic, 

industrial, business and public sector premises.  Between them 

these account for around 71% of all UK energy usage119.  To 

supply the UK future electricity needs would require a massive 

expansion of cables and pylons throughout the country.  In the 

transport sector, which accounts for 29% in the forms of 

gasoline, diesel fuels and kerosene (aviation spirit), a start has 

been made with Lithium-battery powered cars, but because of 

energy storage limitations (not giving adequate range between 

battery charging) take-up is likely to be slow.  Hybrid (gasoline 

and electric battery) forms show promise of cracking the range 

problem, combined with around halving the gasoline 

consumption per mile.  But to have brought Britain’s electricity 

supply to the brink of a catastrophe on the scale of Dunkirk 

(Figure 6.4), is entirely the fault of successive governments 

                                                 
119 By contrast, in one or two countries, like Norway and Canada, electricity 
is already widely used for heating. 
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"Gone Green" Demand Vs Availability
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pursuing the wind and solar energy chimeras120 under the 

continual prodding of the Green lobby which has until very 

recently held them in its thrall. 

 

Figure 6.4: DECCS’s Green Energy Strategy (GES)  
Demand vs Availability121 

 
 

 

 
 

 

 

 

 

This catastrophe can only be averted in the short term by 

stopping any further closures of coal plant122, extending, as far 

                                                 
120 With 21,000 wind turbines installed (UK about 6,600), Germany has not 
closed a single fossil fuelled power station for emissions reasons – keeping 
them to use when the wind doesn’t blow. 
121Prosyma Research (2010) .  Figure 6.4 is a prediction made as part of the 
paper by Bush and MacDonald (2009) submitted to the National Grid 
Consultation on the “Maintenance of United Kingdom Electricity Supplies to 
2020”. 
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as is practicable, the life of the existing 7 AGR nuclear stations 

due for closure before 2023123, and by adopting a long-term 

Secure Energy Strategy (SES) to give both gas and nuclear 

operators the confidence to build more power stations.  Under 

SES, new long-term indigenous sources of energy must also be 

developed as soon as ever possible.  There are only two in 

prospect: 

 

(1)  Nuclear Power, of which there is only one 

generation III plant in the UK.  The pressurised water 

reactor (PWR) at Sizewell in Suffolk (Figure 6.5 

overleaf) opened in 1995.   New nuclear plant can now 

only come on line by about 2025 at the earliest.  

Appendix 6.1 describes how these new nuclear stations 

could be designed and built under British control. 

 

 

 

 

                                                                                                         
122 Which will shortly be legal only by disapplying the EU’s Large 
Combustion Plant Directive. 
123 One, Heysham B, has in fact recently been extended to 2027. 
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Figure 6.5: Sizewell B124 Nuclear Power Station 

 

 

 

(2)  Gas from fracking (Methane/Ethane) which has the 

enormous advantage that it uses existing gas-burning 

installations and could be supplying the gas grid by 

2020.   

 

Interestingly, abandonment of specific 2020 and 2030 emissions 

targets under the SES, because of its emphasis on nuclear 

power, will actually reduce emissions further than the official 

                                                 
124 Photo by permission G M Bush 20/2/2010. 
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Green Energy target of 80% reduction by 2050, as shown in 

Figure 6.6.  Above all, what the SES will do, is remove the 

present uncertainty, currently the biggest obstacle to investment 

in new generating plant, and stop coal station closures until gas 

or nuclear stations are ready.  These steps will require 

repudiation of the EU Large Combustion Plant directive and the 

EU 2020 target of 15% total UK energy generated by 

renewables, which will require permission from the EU if 

Britain is still a member. 

 

It is worth noting that because of the relatively enormous power 

densities obtained in nuclear reactors and their steam turbines, 

compared with wind turbines, nuclear reactor sites such as the 

PWR type at Sizewell (Figure 6.5) occupy much less space than 

do wind farms for the same output.  Sizewell gives about 100 

MW per acre.  Wind farms give about 0.25 MW per acre. 

 

6.4  Environmental Strategy  

 

In a strategic approach to the environment, the three biggest 

concerns in their implication for our national future, should be 

conserving hydrocarbon resources, preventing inland flooding 
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and our inhabited coastline from erosion, and protecting our 

unique farming countryside from unnecessary development (see 

Chapter 5.5 also). 

 

In any environmental strategy, carbon dioxide emissions are a 

marker for hydrocarbon combustion. 

 

6.4.1  Carbon Dioxide Emissions 

 

The Secure Energy Strategy is compared with the National 

Grid’s “Gone Green” scenario for projected CO2 emissions over 

the period to 2035.  The results are given for emissions per TWh 

produced125 for both the “Gone Green” and SES scenarios to 

2035 in Figure 6.4. 

 

 

 

 

 

 

                                                 
125 One TWh would supply electricity to about 200,000 average 3-bed homes, 
or the heating and electricity to 40,000 for a year.  A three bedroomed semi-
detached home emits about 3 tonnes of CO2 per annum. 
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Figure 6.6: Total CO2 Emissions Compared126 

 

 
 

Sizewell B nuclear power station (Figure 6.5) delivers about 9 

TWh per year, enough electricity for 1.8 million average three-

bed houses or about 360,000 for heating and electricity. 

 

In Figure 6.6, the national emissions are computed at fixed total 

energy demand of around 2,200 TWh (all uses see Figure 6.1) of 

which electricity is about 350 TWh.  If the population increases 

                                                 
126 Gridman©, 2013, D R MacDonald, Hillcroft Projects Ltd. 
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significantly (Chapter 1.4.1) then all emissions figures will be 

higher. 

 

The projected continued fall in CO2 emissions for the SES after 

its peak in 2021-2, is based on the steady replacement of fossil 

fuel systems by new 55% efficient gas fired stations from 2019, 

and new nuclear from the mid 20s.  The Gone Green emissions 

start to go up because as wind capacity increases, so does gas – 

as back-up for half the time in the winter months (Figure 6.2). 

 

6.4.2  The Importance of Using Hydrocarbons for Materials 

 

The huge focus by EU governments on CO2 as a major product 

of burning hydrocarbons (fossil fuels) in power stations, has 

obscured the fact that hydrocarbons are a unique source of the 

synthetic materials on which the modern economies and their 

consumers depend.  In large measure these materials are 

polymers (for textiles, plastics, resins, elastomers, foams), 

chemical preparations, pharmaceuticals, detergents, adhesives, 

and transport fuels (octane and diesel).  Even if, as is likely, so-

called Anthroprogenic Global Warming (APW) turns out not to 

be the main source of the temperature rise of 0.6 oC in the 20th 
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century127, it will still be necessary for economic and supply 

reasons to reduce the burning of hydrocarbons (HC) in power-

stations, by increasing their thermal efficiency. 

 

Special Opportunities for the UK from not burning so much 

hydrocarbon 

 

While the US is heading towards hydrocarbon (HC) self-

sufficiency, the UK and EU-27 nations are already in growing 

HC deficit, with only the Netherlands’ natural gas and Poland’s 

coal as substantial reserves in the EU-27 itself.  Hopefully the 

EU will follow the UK and encourage the fracking extraction 

of methane and ethane, instead of legislating against it. 

 

Currently (2015) the UK exports 25 million tonnes (Mtoes) per 

annum of crude oil to the EU and about 5 million to the rest of 

the world, principally the USA.  She imported around 113 

Mtoes in 2015.  As crude oil these tonnes have a value of about 

£6 Billion, but as a broad range of chemicals and polymers 

                                                 
127 While not accepting the APW theory and the over complex climate 
models which attempt to match this reality, self-evidently if you burn 24,000 
million tonnes of oil per annum, there will be some heating of the sea and 
atmosphere as a result. The question is how much? 
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their value would be about £15 Billion to be further enhanced 

in UK factories as medicines, cosmetics, textiles, mechanical 

and electrical components of all kinds, adding perhaps another 

£20 Billion.  The latter two classes are exactly the things which 

car assemblers and earth moving equipment makers among 

many others, complain they can’t source in Britain. 

 

Promoting Downstream Products 

 

Such “downstream” processing is exactly what the UK-based 

international oil majors, BP and Shell, did in the early days of 

North Sea oil extraction in the 1980s.  Now this strategy has 

been all but abandoned with one striking exception in the news 

recently.  The crisis at Grangemouth, which surfaced in 

December 2013, involved the oil refinery and the downstream 

chemical plant originally built under BP and ICI ownership.   

The present owner, Ineos, has given the availability from 2016 

of cheap ethane from the USA as the reason for keeping the 

plant open, qualified by the uncompetitive price of energy in the 

UK.  Ethane is a fracked gas and the shortest chain hydrocarbon.  

As such it is the best feedstock for ethylene, the basic building 

block for chemicals and polymer manufacture. 
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The Grangemouth example could be multiplied several times: a 

million tonnes of oil not converted into 3 million tonnes of CO2 

but converted into £3 Billion of saleable product in the UK.  

Conservation and economic wisdom go together. 

 

6.5  Long-term Strategy for our Countryside 

 

The two biggest threats to our physical environment are 

flooding and major house construction claimed to be in response 

to population growth (Chapter 1.4).  Contrary to much “green” 

opinion, the English landscape is not “natural” but man-made – 

the product of 1,400 years of English settlement, cultivation, 

husbandry, drainage128.  In the eyes of many foreign visitors, the 

English countryside with its farms, villages, castles and great 

houses is the most memorable physical feature of Britain, after 

London.  Without constant attention, large parts of the 

countryside in all parts of Britain would revert to bracken, 

swamps and salt-marsh.   

 

                                                 
128 W.G. Hoskins’s book, 1977, “The Making of the English Landscape” is 
one of the most informative books in the English language, inspiring 
thousands to follow in its writer’s footsteps. 
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The two (overlapping) public bodies concerned with the 

countryside in England129 are the Environment Agency and 

Natural England, both responsible to the UK Secretary of State 

for Environment, Food and Rural Affairs (DEFRA).  Their 

overlapping roles have been recognised by DEFRA, but at the 

last triennial review (June 27th 2013) decided to keep both 

English organisations as Non-Departmental Public Bodies with 

budgets of £1.2 billion and £0.6 billion  respectively.  Both 

agencies are equipped with the full panoply of area offices and 

area committees to “contribute to corporate strategy”.  

Nowhere in either body’s objectives however, does there appear 

to be a budgeted programme for the greatest countryside need in 

England – a long-term (30 year) project for comprehensive 

coastal protection and river flooding protection.  If reports and 

consultations could do the trick, Britain would be the best 

protected country in the world. 

 

 

 

 

                                                 
129 “Countryside” is a devolved matter so that there are bodies with broadly 
similar responsibilities in Scotland, Wales and Northern Ireland. 
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6.6  Flood and Coastal Protection 

 

While the winters of 1952/53 and 2013/14 have been described 

variously as “the worst in living memory”, “the worst on 

record”, the fact is that all parts of Britain have, over the years, 

been quite unnecessarily flooded in wet and stormy weather.  

The fundamental reason in all cases has been too little run-off 

capacity in rivers.  The required river cross-sections can be 

calculated by competent hydraulic engineers.  That this has 

either not been done, or has been done and then ignored, results 

from two factors: 

 

1 The Environment Agency in its interpretation of EU 

directives has stopped dredging and pumping in parts 

(unbelievably) of major rivers130 - the Thames, Severn, Parrett, 

etc., all of which have periodically flooded adjacent houses and 

farmland.  But for the prompt action of Owen Paterson, a farmer 

                                                 
130 A previous head of the Environment Agency has reportedly been quoted 
as wishing “to attach a limpet mine to every Pumping Station”, (Sunday 
Telegraph, 13th January 2014). 
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and then head of DEFRA, the flooding of 2013/14 would have 

been repeated in 2014/15 and 2015/16131. 

2 Building houses in known flood-plains. 

The Environment Agency’s website describes many “patching” 

exercises, “soft engineering” as it is called, but nowhere is there 

evidence of a systematic, determined, “hard” engineering 

budgeted programme, such as so many miles of banks built up 

and/or rivers dredged, areas protected for years ahead. 

 

With a multitude of other objectives, it is very unlikely, given 

the senior staff’s lack of water-engineering expertise, that the 

Environment Agency will ever grip this problem with sufficient 

brains, energy and determination it deserves for the economy, 

the countryside and the security of people in their homes.  One 

result of the £11 billion freed up by Britain’s withdrawal from 

the EU, should it happen, could be precisely rectifying this 

fundamental lack of proper objectives and leadership to achieve 

them. 

                                                 
131 In acting to reverse the insane no dredging and pumping policy, Paterson 
predictably upset the Green Blob as he graphically refers to it. 
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Chapter 7: Services 

 

Table 7.1 (overleaf) shows UK services exports and imports just 

before the worst of the recent bank-triggered recession and well 

past it (2014), by type of service.  All but insurance shows an 

increase in exports (credits) right through the recession, and all 

balances except travel are now positive.  At the depth of the 

recession in 2009 (not shown) UK balances were below those of 

the preceding year like most of the world’s.  Table 1.5 

highlighted the importance of the services category to Britain’s 

current account.  Here we look to see how the services part of 

the current account may be affected by the Referendum 

decision. 

 

7.1  UK Services Trade by Type 

 

Services consist of a wide variety of activities132, of which 

“financial services” and “professional services” are by far the 

biggest in terms of both exports and net balances.  Professional 

services and royalties and licences originate all over the United 

Kingdom.  Table 7.1 shows exports and imports by type of 

                                                 
132 NSO Pink Book , tables 3.1 to 3.11. 
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service supplied.  It will be a surprise to many commentators to 

see that “financial services” are but a quarter of total services 

exports and substantially less than professional services, a trend 

which has continued through to 2015. 

 

Table 7.1: UK Services Exports and Imports in £ billion by 

Type of Service 

 

 
Type of 
Service 

2006  2014 
Credit  Debit  Balance   Credit  Debit  Balance  

 
Transportation 

 
17 

 
19 

 
-2 

  
27 

 
19 

 
+8 

 
Travel 

 
19 

 
34 

 
-15 

  
28 

 
38 

 
-10 

 
Insurance 

 
13 

 
4 

 
+9 

  
20 

 
1 

 
+19 

 
Financial 
services 

 
34 

 
10 

 
+24 

  
49 

 
10 

 
+39 

 
Professional 
services 

 
45 

 
22 

 
+23 

  
64 

 
39 

 
+25 

 
Royalties & 
licences 

 
8 

 
5 

 
+3 

  
11 

 
6 

 
+5 

 
Other services 

 
8 

 
9 

 
-1 

  
20 

 
20 

 
+0 

 
Totals (all 
types) 

 
144 

 
103 

 
+41 

  
219 

 
133 

 
+86 

 



Chapter 7 
 

151 
 

Notes on Table 7.1 

 

1 The “Professional services” category is composed of 

Engineering, Architecture, Construction, Information 

Technology, Contract Research & Development, Education, and 

trade related services such as merchanting.  Frequently these 

services will be performed in the overseas territories themselves, 

especially for the GHSS133 and BRIC134 areas, but credited to 

their UK base.  Especially is this true of Engineering, 

Construction and Architecture and now, increasingly, 

Education.  Our ability to continue to expand in these markets 

depends however to a considerable degree on producing 

products in the UK, and being free to operate in the world 

beyond the EU.  This is especially true of “Professional” 

services – a major part of which is the maintenance of 

engineering products like Rolls Royce engines in Singapore for 

instance and offshore oil installations. 

 

                                                 
133 GHSS = Gulf, Hong Kong, Singapore, South Africa – territories with an 
inheritance of British business law, institutions and the English language 
(Table 3.1). 
134 BRIC = Brazil, Russia, India, China – huge markets where UK sales are 
below 1.5% (Table 3.1). 
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2 The “Professional services” category has shown an 

extraordinarily steady increase right through the recession (2008 

to 2014), in fact since records of these activities began in 1991.  

Combined with royalties on patents and licences, its export 

value overtook the “Financial services” and “Insurance” 

categories combined in 2010.  In 2011 it accounted for 29% of 

all services exports and of the net services trading balance.  As 

can be inferred from Table 7.2 below, this category is even more 

strongly linked to the Anglophone world (AICANZ) than are 

goods exports.  As professional services are mostly technical, it 

would be logical to add in credits from royalties and licences 

with the other professional services, although to be fair this 

category includes valuable licences for film and theatre 

productions overseas. 

 

3 Financial services exports include commissions and fees 

earned by fund managers and dealers, financial intermediation 

on loans and deposits by foreigners.  The insurance category135 

covers life assurance, auto, marine, aviation, and also transport 

insurance which has latterly shown the most export growth as 

world trade has recovered its growth. 

                                                 
135 Office for National Statistics (ONS), Pink Book, Table 3.5. 
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Table 7.2: UK Services Exports (Credits) by areas of the 

world in £ billion 136 

 

Area 2006 2011 
Credits  Debits  Balance  Credits  Debits  Balance  

 
World 

 
144 

 
103 

 
+41 

 
194 

 
118 

 
+76 

 
 
EU 26 

 
58 

 
54 

 
+4 

 
75 

 
59 

 
+16 

 
 
EU 25137 

 
51 

 
51 

 
0 

 
65 

 
54 

 
+11 

 
 
AICANZ 

 
44 

 
25 

 
+19 

 
59 

 
28 

 
+31 

 
 
EFTA 

 
8 

 
4 

 
+4 

 
12138 

 
4 

 
+8 

 
 
BRIC 

 
6 

 
4 

 
+2 

 
9 

 
5 

 
+4 

 
GHSS 

 
9 

 
4 

 
+5 

 
12 

 
6 

 
+6 

 
Rest of 
world 

 
26 

 
15 

 
+11 

 
37 

 
21 

 
+16 

 
 

                                                 
136 Up to now the World Trade Organisation (WTO) has included the UK 
inside the EU figures, but the Office for National Statistics follows the same 
classifications in Chapter 3 of its Pink Book (see Chapter 5 here). 
137 EU without the Republic of Ireland. 
138 Predominantly Switzerland (£9.4 billion). 
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Notes on Table 7.2 

 

1 In 2011 Financial Services accounted for 22% of 

Services exports.  The growing importance of non-financial 

services (78%) and professional services in particular (29%) 

runs counter to the view that financial services are of 

overwhelming importance.  This is because financial services’ 

foreign income, which is mainly to do with the City of London, 

is conflated in official data with investment income, which is 

largely to do with investment by large international companies 

such as Shell and BP.  Financial services are of great 

importance to UK balance of payments, of course, but the 

professional services sector, dependent on technical expertise, is 

now larger and growing a bit faster. 

 

2 In fact professional services show an extraordinarily 

steady increase right through the recession (2008 to the present 

in fact) since records of these activities began in 1991.  As can 

be seen in Table 7.2, these services are strongly linked to the 

nine countries of the Anglophone world of AICANZ and GHSS. 
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7.2  Future Prospects and Opportunities 

 

Excluding travel and transport, which are very dependent on 

mass movements of populations, rather than on individual 

company initiatives, the world’s services exports expanded by a 

factor of 3 in the decade 2001 to 2011 and have continued 

rising, albeit at a slower rate.  In the period 2006 to 2011 across 

the recession, the UK’s non-travel and transport services 

expanded from £108 billion in 2006 to £149 billion in 2011, 

giving a relatively small drop in its share of world exports of 

these services, from 8.0% to 7.5%. 

 

In Table 7.2, we can see that UK exports, averaged over the 

areas listed, increased over the period by around 35%, EFTA 

and the BRICs being out-performers at 50%.  However, absolute 

numbers are what appear in the nation’s accounts.  Considering 

the combined services imports of the BRIC economies of £346 

billion in 2011, Britain’s £9 billion or 2.6% is very small and 

way below its world average.  Given the very large construction 

and engineering programmes China and Brazil have underway, 

and the expansion of consumer demand in these countries, a 

concerted effort, possibly in parallel with the proposed Leopard 
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programmes (Chapter 5.4) is clearly warranted.  Given that 

services are fundamentally word-based, language ability in non-

Anglophone countries is even more important for service 

exports than for goods.  This applies whether Britain is in or out 

of the EU, but as noted above, a Leave decision will release 

official resources to concentrate on raising the UK’s pitiable 

market shares in non-English speaking countries. 

 

In or out, in its overseas trading activities, the UK services 

sector will be protected from unfair competition and quotas by 

the World Trade Organisation’s General Agreements on Trade 

in Services (GATS) and by the Trade-Related Aspects of 

Intellectual Property (TRAIP) which includes trade in licences 

and patents on goods.  The World Intellectual Property 

Organisation (WIPO) also conveniently headquartered in 

Switzerland, is the usual starting point for obtaining world-wide 

patent protection on novel products. 

 

Given Britain’s prominence in world services exports (second 

after the USA), if she did leave the EU and thereby resume her 

own seat in the WTO independent of the EU, she could have a 

prominent role in improving both GATS and TRAIP, and in 
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upholding patent protection through WIPO, especially in 

conjunction with the USA.  These WTO Agreements have now 

largely superseded purely regional agreements on services (like 

the EU’s).  The continual hankering in political quarters after 

“completing the Single Market in services” is now largely 

irrelevant to Britain.  

 

7.3  UK Overseas Investment and Foreign Direct Investment 

(FDI) into the UK  

 

Though often conflated with “financial services”, overseas 

investment incomes (credits and debits) are treated quite 

separately in every country’s current accounts.  Table 1.5 sets 

out the UK’s services exports and its investment income 

separately for two years either side of the recession in 2006 and 

2011.  The main financial investment sectors – portfolio 

investment and bank deposit income – both showed negative 

balances in both years, and this has continued through to 2015. 
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7.3.1  Non-financial assets chief generators of overseas 

income 

 

What has given investment income overall positive balances are 

non-financial investment returns from overseas subsidiaries of 

UK businesses such as oil and mining.  These latter show 

returns on investment of 8.9% to 11.5% compared with 2.5 to 

3.6% on portfolio investment in 2006 and 2011.  Given that UK 

financial companies at £2,000 billion account for around twice 

the invested assets of non-financial companies (£1,100 billion) 

there is an urgent need to improve the returns of the financial 

companies.  A 1% average rise on portfolio returns would add 

£20 billion to the current account and redress portfolio 

investment’s negative balance. 

 

7.3.2  FDI not always productive 

 

What also needs to be noted is that the principal reason why net 

income from investments has gone negative in recent years is 

because cash flows out of Britain from the FDI of past years 

have gone up, while UK returns on their FDI abroad have been 

static or falling.  British governments who continually trumpet 
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Britain’s “success” in attracting foreign investment, need to be 

reminded that people invest in order to make a profit on their 

investment, and that means cash flows out of the UK, i.e. a 

negative on the current account.  In any case, figures for FDI in 

the UK are exaggerated in their effect.  Much of FDI is property 

acquisition, including the acquisition of successful British 

companies, not investment in productive assets per se. 
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Chapter 8:  Britain’s non-Trade Relationships 

 

This chapter covers some of Britain’s important non-Trade 

relationships as they might or might not be changed by a vote to 

leave the EU: 

 

 Foreign Aid 

 The Commonwealth 

 The United Nations 

 UK-EU Non-trade Relations 

 

8.1  A New Realism in Britain’s Foreign Aid Programme 

 

At present Britain’s foreign aid commitment is the very large 

sum of 0.7% of GDP which is by far the largest percentage of 

the G7 countries, or even the 28 countries of the OECD.  In cash 

terms it amounted to around £11.4 billion in 2014, cash which 

comes straight on to the government’s deficit, Table 1.4(b), and 

the nation’s current account deficit with the rest of the world 

(Table 1.5).  This sum may be compared with the row over 

benefits cuts of £4.2 billion and the costs of UK fees paid to the 

EU of £11.7 billion. 
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The foreign aid programme is planned and administered by the 

Department of International Development (DfID).  What is not 

widely known is that only about one-third is spent directly by 

DfID: roughly one-third is paid directly to EU aid agencies, and 

the other third goes to United Nations Agencies.  A look at the 

DfID website in 2010, when for a few months it published its 

grants139, revealed a surprising number of payments to foreign 

banks, consultancies, usually on aid “policy”, and to its own 

Institute of International Development.  Its 28 person board 

contained only one – a lone veterinary scientist - with the 

experience and skills which the British public would expect 

third world “development” to need, such as civil, electrical, and 

hydraulic engineers, farmers and agriculturalists, and people 

with medical qualifications and experience, of disease control 

for instance. 

 

Were Britain to vote to leave the EU, the opportunity will arise 

to completely reappraise the DfID budget and objectives with a 

greater focus on the smaller states in the Commonwealth, in 

Africa, Asia, the West Indies and Polynesia. 

                                                 
139 This was when Andrew Mitchell was DfID Minister.  Every grant of over 
£25,000 was published monthly.  His successor quickly shut down this 
reporting facility. 
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Disaster Relief 

 

Many, perhaps the majority, of the British public would be 

pleased to see a specific focus on disaster relief – whether in the 

wake of tsunamis, earthquakes or war – obviously in 2016-2020 

at least on relieving the effects of the appalling tragedy in Syria. 

 

To do this it should be recognised that items which are usually 

needed as the basis of living are sanitation equipment, mobile-

home type accommodation, temporary roads, power generators, 

water purifiers and so on.  Some of the aid agencies contain 

some of this expertise, but it should be recognised that the only 

British agencies with the skills, equipment, and means of getting 

them quickly to disaster areas, are the British armed forces. 

 

8.1.1  Disaster Relief by the Armed Forces 

 

The forces always help where they can, but the Ministry of 

Defence will need a substantial addition to its £40 billion budget 

to go on permanent stand-by say, or help in a really massive 

longish term task such as the Syrian crisis. 
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Besides its war-fighting role, which would always take priority, 

the MOD would need to be specifically tasked with disaster 

relief in any part of the world.  Around £4 billion of the DfID 

£11 billion budget could be added to the MOD annual budget to 

enable it to do this: reversing the planned 30,000 cuts in military 

manpower140, equipping the two new carriers with aircraft and 

helicopters, and building up reserves of stores – specifically 

rapid-assembly housing units, sanitation and water supply 

systems, manufactured in the UK, and personnel to install these.  

There is no better means of doing good in the world, and 

projecting our nation at the same time, which can come close to 

this practical scheme of disaster relief.  All the evidence is that 

the Armed Forces enjoy these sort of operations, the Navy in 

particular, which could station one of the new carriers nearer to 

the Pacific/Indian Ocean part of the world, where most of the 

vulnerable people actually live, along with its attendant frigates.  

If the Australians were to agree, the BAe Systems dockyard at 

Williamstown, Victoria suggests itself: indeed a joint UK-

Australia-New Zealand force would be even better, giving real 

                                                 
140 Restoring the Army’s 2020 numbers to 102,000, the Navy’s to around 
60,000 and the RAF to 50,000. 
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substance to the desire among many for a revitalising of old 

relationships. 

 

8.2  The Commonwealth 

 

The Commonwealth, of which the Queen is the symbolic Head, 

is an association of 53 independent countries, all but two of 

which (Mozambique and Cameroon) were members of the 

British Empire, and whose official languages always include 

English, while English-based common and commercial law 

mostly applies.  As remarked in Chapter 3, this helps trading 

relationships.  As explained there, in today’s world, with the 

WTO and a plethora of international trade agreements, there is 

no need for a specifically Commonwealth-wide trade agreement. 

 

Foreign Aid is a different matter though.  Helping the poor 

countries of the Commonwealth to develop, under the new 

realism, the foreign aid programme would become a specific 

Foreign and Commonwealth Office (FCO) responsibility.  This 

would sit comfortably alongside the other new responsibility 

envisaged for the FCO, namely to provide commercial services, 

including helping SMEs in Leopards (Chapter 5) into overseas 
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markets.  If Britain were to leave the EU, the FCO would be 

able to refocus its resources away from Europe, not to ignore it 

of course, but to recognise the priority which exports must have 

for the foreseeable future across the world. 

 

In both new areas of responsibility types of staff new to the FCO 

will need to be engaged – principally civil, mechanical and 

electrical engineers, agronomists, marketing, medical and 

finance professionals141.  Dependent on performance, an 

additional budget of £2-3 billion could be eventually envisaged 

for these new responsibilities, taken from the present £11 billion 

DfID budget.  After the £5 billion reassigned to the Defence 

budget, this would still leave £3-£4 billion from the DfID 

budget to be returned to the Treasury, more than enough to fund 

redundancies from DfID staff.   

 

Besides trade and defence, there are important Crown 

Commonwealth ties of family and ancestry like ABCANZ 

which could do with some nourishing.  It shouldn’t all be left to 

the Royal Family. 

 

                                                 
141 I.e. precisely the categories not engaged by DfID. 
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Commonwealth Scholarships 

 

To help these objectives along, it is proposed that new awards – 

“Commonwealth Scholarships” be established from the DfID 

budget or EU savings.  These would be generously funded at 

£25,000-£30,000 per annum for a maximum of 3 years, tenable 

in any other Commonwealth country for degree level study as a 

“thick sandwich” course in both a commercial industrial 

business and a university.  Given the net funds available from 

not paying the EU subscription of £11 billion per annum or 

savings from the DfID budget of a similar amount, it is 

envisaged that over time the number of scholars would build up 

to about 1,000, an average of 20 per Commonwealth country, 

ranging from one from the smallest to (say) 100 for the largest. 

 

If Her Majesty were willing to let her name be attached to the 

Commonwealth scholarship, the establishment of this award 

would constitute a lasting memorial in the 65th year of her 

reign142, to the Monarch who has done more than any other 

                                                 
142 2017, (62nd in 2014). 
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individual in the aftermath of Empire to keep the 

Commonwealth ideal alive143. 

 

8.3  Britain and the United Nations 

 

As a founder member of the United Nations Organisation and 

prime author of the UN Charter at Dumbarton Oaks 

(Washington, USA) in August 1944, the UK is one of five 

permanent members of the UN Security Council (i.e. the three 

victors in the Second World War, plus China144 and France, 

which was added in September 1945 at San Francisco). 

 

While the UN has irritated Britain from time to time, with its 

inevitable Third World bias against Western countries in the 

General Assembly, this aspect is diminishing as Third World 

                                                 
143 Ben Pimlott (1996) “The Queen”.  In her broadcast from Cape Town on 
her 21st birthday, the Queen, as Princess Elizabeth declared, “Through the 
inventions of science, I can make my solemn act of dedication with the whole 
Empire listening.  It is very simple.  I declare before you all that my whole 
life, whether it be long or short, shall be devoted to your service and the 
service of our great Imperial family to which we all belong”.  Who could 
deny that the Queen has fulfilled her vow. 
144 China was present at Dumbarton Oaks as Nationalist China, while the war 
against the Mao Tse-Tung communists was raging.  In 1972 the People’s 
Republic of China took Nationalist China’s place in the UN Assembly and 
Security Council. 
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countries have concentrated more and more on their domestic 

economies, which the Commonwealth policy above is designed 

to reinforce. 

 

In the Falklands conflict, the UN Security Council was the 

major diplomatic cockpit.  The passing of resolution 502 calling 

on Argentina to withdraw, was a major coup by Britain’s 

diplomats145. 

 

If Britain had not been a member of the Security Council, it 

seems very unlikely that Resolution 502 would ever have been 

passed, or even tabled, and American opinion become at best 

neutral or even hostile to Britain over the Falklands.  As now 

only the fifth or sixth largest economy and likely through 

growth of population in emerging economies to slip lower in the 

next 15 years, even with the expansion of manufacturing 

projected in this book, what will keep Britain as a permanent 

member of the Security Council with the all-important veto? 

 

The answer is that Britain is still one of the five powers with 

strategic nuclear ballistic weapons (submarines).  This is the 

                                                 
145 Sir Anthony Parsons, our permanent representative, in particular. 



Chapter 8 
 

169 
 

major justification for maintenance of the nuclear deterrent 

costing on average about £2 billion per annum146. 

 

Over time, Britain may emerge as the de facto representative of 

the Commonwealth on some United Nations issues147 (as France 

may emerge as the EU’s) – while the Disaster Relief Role, 

perhaps in conjunction with France as we saw recently in Chad, 

would further solidify both long-term positions in the Security 

Council. 

 

8.4  UK-EU Non-Trade Relations 

 

Whether Britain votes to leave the EU or remain a member it 

will wish to maintain good relations with our nearest 

geographical neighbours.  Much of our cultural inheritance of 

science, history, art, literature, music, is closely interwoven with 

that of Western and Central Europe, all of which, with the 

exceptions of Switzerland and Norway, is in the EU. 

                                                 
146 Allowing for re-equipment at 30 year intervals. 
147 Guyana and Uganda played important roles in getting Resolution 502 
through. 
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If she left the EU, Britain would surely wish and be able to 

maintain her membership of a number of European institutions 

and programmes148.  The chief among these are the following: 

 

8.4.1  European Space Agency (ESA) 

 

This has its HQ in Paris (of course) and includes 19 EU member 

states, plus Switzerland, with Canada participating in specific 

programmes.  The UK Space Agency with a budget of £233 

million, much of which goes to the ESA, does not seem to have 

developed much of a programme of its own yet. 

 

8.4.2  Centre Européen pour la Recherche Nucléaire 

(CERN) 

 

This has its HQ in Geneva and is not an EU institution, but an 

organisation paid for by 20 member countries, including the 

United Kingdom and Switzerland.  It has major assets 

                                                 
148 Some are controversial however, the most controversial being the 
European Convention on Human Rights (ECHR).  Until the Lisbon Treaty, 
membership of the EU was quite separate from the Council of Europe and its 
main convention, the ECHR.  However while Britain thought it had gained 
exemption from the EU Court of Justice’s power over British judicial affairs, 
since the incorporation of the Charter of Rights in the Treaty, this is not clear. 



Chapter 8 
 

171 
 

underneath the Swiss-French border.  Some 6,500 particle 

physicists from around the world have used its facilities so far, 

giving some at least the opportunity of winning a Nobel Prize 

for Physics. 

 

8.4.3  European Bank for Reconstruction and Development 

(EBRD) 

 

This has its HQ in London since 1993 and has 61 subscribing 

countries, plus the EU itself and the European Investment Bank. 

Set up to help Eastern Europe after the Soviet collapse, it is 

doubtful if Britain derives much benefit from it. 

 

8.4.4   European Medicines Agency (EMA) 

 

This is an EU agency with its HQ in London since 1995 and 

whose prime function is to issue marketing approval (MA) 

certificates to companies wishing to sell medicines in the EEA 

and EFTA.  The MAs are based on clinical tests carried out 

across Europe.  In the UK they are complementary to the 

certificates issued by the NHS agency NICE149 which decides 

                                                 
149 National Institute of Health and Care Excellence. 
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whether or not a medicine should be paid for by the NHS.   

Were Britain to leave, doubtless the EU would expect that the 

UK pay a contribution to running EMA, especially as its HQ is 

in London. The subscriptions are not large, and membership 

chimes with Britain’s outstanding achievements in medicine. 

 

8.4.5  Effect of leave/stay on Scientific Research in the UK 

 

In the 2012-14 period, around £27 billion per annum was spent 

on Research and Development in the UK.  Of this total, each 

year around £7,200 million (27%) was spent in universities.  Of  

the £7.2 billion spent in universities, £720 million (or 10%) 

came from the EU Framework programmes and the EU growth 

funds (formerly European Regional Development funds) – in all 

amounting to 2.8% of the total UK Research & Development 

expenditure. 

 

The fear expressed in some British scientific circles is that 

Brexit would mean that the 10% EU contribution to university 

research expenditure will somehow be “lost”.  But there are no 

guarantees that EU funding to British universities will be 

maintained at the current level or in the current form. 



Chapter 8 
 

173 
 

Given that the UK Treasury after Brexit would be around £10 

billion better off even after replacing EU grants to science, 

agriculture, and the regions, there would be plenty of scope, 

uniquely among Western governments, for the UK government 

to increase its contribution to UK science to more than replace 

the EU grants, contributions to EU-led programmes, 

studentships for EU nationals, as well as for our close friends 

from Australia, Canada, India, New Zealand and the USA, to 

work in British science. 

 

Moreover, there will also be a net gain in reduction of 

bureaucracy, if only because nowadays the EU Commission 

insists that grants have to involve more than one EU member 

state, and especially to use grants to build up their Eastern 

European science base.  Under a post-Brexit government 

however, UK researchers could be totally free of this 

complication and be free to establish new research links with the 

scientists of any country in the world. 
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8.4.6  Interrailing 

 

The interrailing idea was introduced in 1972 for travel in Europe 

using a single ticket (Pass).  This allowed people under 21 to 

travel anywhere on participating countries’ railways for a fee 

dependent on the number of days, e.g. 7, 14, 28, chosen.  

Twenty-one countries signed up to the scheme which included 

several behind the Iron Curtain and the six states of the former 

Yugoslavia.  The “Pass” has nothing to do with the European 

Union which then had but six members of what was called the 

European Economic Community.  The scheme was made 

possible in its original one-fee form because all the participating 

railways were state owned. 

 

In the intervening 44 years, some rail networks have been 

privatised and supplements are payable on premium railways 

like Eurostar and France’s TGV.  Young travellers now may be 

better off flying to a country on a budget150 airline and buying 

local railway tickets. 

 

                                                 
150 The Education Secretary, Nikki Morgan says (March 29th) she fears that 
interrailers may be endangered, should Britain leave the EU.  This is just 
absurd.  Railway safety in European networks has nothing to do with Britain. 
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8.4.7  United Kingdom-European Union Council 

 

Should Britain vote to leave the EU, UK Members of the 

European Parliament (MEPs) will withdraw, and UK nationals 

in at least senior positions in the EU Council and EU 

Commission will be replaced.  The British government would 

obviously make redundancy and pension arrangements to see 

that these individuals are reasonably provided for in relation to 

their age and service.  However there will be an on-going need 

for a forum to discuss and decide matters of common interest.  

Especially will this be needed to monitor the arrangements for 

the run-down of Britain’s contribution to the EU budget using 

the “taper” principle (Chapter 2.2).  Discussion of participation 

in EU programmes would also be a sensible thing to do in such 

a forum.  A small permanent secretariat of a hundred or so 

would be sufficient, comparable to the number (84) which 

handles EFTA’s relations with the EU in fact. 

 

Should Britain vote to remain in the EU, there is an argument 

for increasing our representation in EU institutions where it 

currently stands below 5%, when our GDP and Fees paid are 

more like 12% of the totals for the EU. 
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Chapter 9: Defence and Security 

 

“We have no eternal allies and we have no perpetual 

enemies. Our interests are eternal and perpetual, and 

those interests it is our duty to follow”.151 

 

From the peak of its economic and naval power, in the 50 years 

following that declaration by Lord Palmerston in 1848, Britain’s 

Army engaged in no fewer than 22 major campaigns from the 

Second Sikh War to the Second Boer War (1899-1902) all in the 

defence of the Empire, while the Royal Navy maintained its 

worldwide naval dominance and its 100 year anti-slavery patrols 

in the Atlantic and Indian oceans. 

 

The commitment of the Royal Navy to the suppression of the 

Slave Trade over the 107 years from the passing of the 1807 

Anti-Slave Trading Act to the outbreak of the First World War 

in 1914152, when the Navy became otherwise engaged, reminds 

us that since the Victorian age, mixed in with “interest” in the 
                                                 
151 Lord Palmerston as Foreign Secretary in the House of Commons 1st 
March 1848. 
152 Arguably the suppression of the oceanic slave trades is the greatest 
sustained effort in history for the relief of human suffering by one country on 
behalf of all. 
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Palmerstonian sense, there has been an important moral strain in 

British foreign policy supported by quite large sections of the 

British public153, and widely appreciated across Asia and 

Africa154. 

 

9.1  British Intervention in Other Countries’ Affai rs 

 

While Britain’s power to affect matters remote from its shores is 

hugely reduced from its peak in the 1850s, in today’s world it 

still has a powerful military reach.  The dilemma of interference 

in other countries’ affairs to protect sections of their people from 

slaughter or ill-treatment, while respecting their government’s 

sovereignty, is exactly the same one that Gladstone attempted to 

resolve155. 

 

                                                 
153 This has never been a question solely or even principally for politicians.  
The decision of the Lancashire mill workers, who refused in 1863 to spin 
cotton from the slave states in the American Civil War, is an outstanding 
example of direct action and sacrifice by members of the general public. 
154 Far from engaging in a splurge of conquest and acquisition of colonies, 
the chief preoccupation of the Colonial Office was to reduce or at least not 
increase the number of our colonies.  Fiji for instance applied 3 times to join 
the Empire until she was admitted in 1874. 
155 E.g. Gladstone’s public agonising in his 1879 Midlothian campaign over 
whether Britain should do something to stop the Ottoman massacres of its 
Bulgarian subjects. 
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One of the main lessons of Anglo-American intervention in Iraq 

and Afghanistan, countries with more than 20 million people 

each, is to see how long and how many boots on the ground it 

takes to make a real difference.  The jury is still out on 

operations in these two countries where the USA committed 

nearly half a million and the UK 40,000 troops at their peak in 

Iraq, and 130,000 and 10,000 over a ten year period in 

Afghanistan156. 

 

The outstandingly successful British intervention in the last 20 

years has been the ‘policing’ action in 2004 by British troops in 

2000 in Sierra Leone (population 8 million) which had fallen 

into gangster-type hands over a period of 10 years, ultimately 

causing about 50,000 deaths.  Since then a semi-stable form of 

multiparty democracy seems to have taken root.  As with the 

action in East Africa in 1964, this action was successful in a 

former colony and Commonwealth member because it was 

actively wanted by the people and their legal government.  This 

                                                 
156 For comparison, at the peak of its effort, there were 20,000 military and 
30,000 armed police fighting perhaps 500 active terrorists within a 
sympathetic population of perhaps 100,000 in Northern Ireland during the 30 
year period 1969-1998. 
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active wish should be a sine qua non of any commitment of 

British forces, whether Britain is in or out of the EU. 

 

Besides these interventions over the last 30 years, Britain has 

fought Argentina, at a distance of 8,000 miles, to liberate the 

Falklands (1982) and repulsed the Iraq invasion of Kuwait 

(1990).   As the second largest contributor, it has maintained its 

commitment to NATO and the out-of-area actions referred to 

above.  On a thirty year plus perspective to 2050 both NATO 

and the UK need to agree what threats there will be to counter 

outside NATO’s North Atlantic bailiwick.  The UK defence 

review (2011) seems to reflect the view that British forces 

should be equipped to act, with the USA, out of NATO’s area.  

The objective seems primarily therefore to design and 

commission the most up-to-date weapons, weapons guidance 

systems and weapons platforms (ships, planes, mobile gun 

platforms) including the four submarine ballistic missile 

system157 within an equipment budget of around £20 billion per 

annum.  The bigger our manufacturing industry is, the more 

                                                 
157 Those who query the point of maintaining the Nuclear Deterrent should 
recognise that this guarantees Britain’s place as a permanent veto-wielding 
member of the UN Security Council, a position of immense influence in 
critical times, e.g. during the Falklands War.  
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likely we shall be able to do this, while making an important 

contribution to the credit side of our goods trade (Table 1.5). 

 

9.2  Trident and Defence Policy 

 

In the whole field of defence expenditure, Trident provides by 

far the greatest value for money in terms of the physical safety 

and international interests of the United Kingdom. 

 

Some thoughtful people have been known to query the purpose 

and cost of the Trident ballistic missile system.  The relevant 

facts are as follows: 

 

1 Five countries have thermonuclear weapons and ballistic 

missile delivery systems to deliver them.  These five are Britain, 

France, China, Russia and the USA. 

 

2 These five states are permanent, veto wielding, members 

of the United Nations Security Council.  The USA, Britain and 

Russia (as successor to the Soviet Union), as the three victors in 

the Second World War in 1945, are the original three members, 



Chapter 9 
 

181 
 

to whom were later added France and the People’s Republic of 

China as successor to Nationalist China. 

 

3 The Security Council of 15 members is the only 

executive arm of the United Nations and it is therefore of the 

utmost importance that the UK should retain its permanent seat. 

 

4 A veto from any of the five permanent members is 

decisive in stopping any resolution and action by the United 

Nations.  Resolution 502, requiring Argentina to withdraw from 

the Falklands, passed because the Soviet Union did not exercise 

its veto.  Had it done so, it would have been impossible for 

Britain to muster support for international sanctions against 

Argentina. 

 

5 Once launched, after a few minutes, ballistic missiles are 

impossible to stop because of their speed and upper atmosphere 

trajectories.  They can be tracked by a complex system of 

satellite and radar communications, all of which are 

programmed into the missiles themselves and earth stationed 

tracking stations.  The USA and the UK systems are essentially 
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interconnected.  Of special importance are the systems for 

identifying friend from foe and from rogue signals. 

 

6 Other Nuclear Powers 

 

Besides the five ballistic nuclear powers there are four countries 

– India, Pakistan, North Korea and Israel with the power to 

deliver (smallish) nuclear weapons from land-based aircraft 

and/or from sub-ballistic missiles such as cruise.  These missiles 

are inherently vulnerable to a defender’s own missiles and in 

any case require constant updating of both missile guidance and 

tracking systems. 

 

7 There is simply no comparison between these weapons 

and Trident in terms of delivery, destructive power and 

invulnerability to detection before launch. 

 

8 Trident missiles do not have to have all nuclear bomb 

warheads.  The missiles already have separately targetable 

warheads – some of which are decoys.  Clearly an HE158 

warhead could be delivered against an enemy for demonstration 

                                                 
158 HE = High Explosive, i.e. non-nuclear. 
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purposes as a low risk response to someone threatening UK 

national interests. 

 

9 If the UK were to give up or fail to replace its Trident 

submarine-launched ballistic missile system, it would forfeit its 

UN Security Council Permanent Seat, leaving France as the sole 

permanent European power in the Security Council and the 

dominant military power in Europe.  To all intents and purposes 

Britain would have surrendered any claim to a significant 

influence on other nations in the world and exposed itself to 

coercive force by some of these powers – even nominally 

friendly ones. 

 

9.2.1  Cost of Updating Trident 

 

1 The chief cost is replacing, because of old-age, the four 

nuclear submarines which carry the ballistic nuclear missiles. 

 

2 Wild claims for the cost are bandied about by SNP 

leader Nicola Sturgeon and other CND159 people - £100 billion 

                                                 
159 CND = Campaign for Nuclear Disarmament. 
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is the latest figure, increased in her head from £50 billion since 

just before the Scottish Referendum last September. 

3 In so far as there is any reality to these wild claims, they 

are for maintenance over the whole 40-50 year life of the new 

submarines, i.e. until 2060.  On the same basis, the defence 

budget would come out at £1,800 billion, i.e. the whole of the 

UK’s current Gross Domestic Product (GDP). 

 

4 The likely equipment costs are around £20 billion for 4 

new submarines and some updating of the D5 missiles.  These 

costs will be incurred over a ten year building period - £2 billion 

per annum or 5% of the likely defence budget – by BAe 

Systems at Barrow and Faslane and thousands of firms in the 

supply chain.  Maintenance, refitting, and refuelling costs will 

be about £1 billion a year thereafter for a 45 year life.  This 

gives the £50+ billion being bandied about – about one tenth of 

the cost of the British Army in the period. 

 

5 Should the SNP160 push the Scottish people to a vote in 

favour of separation, it should be made clear that the submarine 

base at Faslane and the bomb store at Coalport would have to be 

                                                 
160 SNP = Scottish National Party. 
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UK Sovereign Base areas like Akrotiri in Cyprus, as a condition 

for a friendly separation. 

 

9.3  The EU Dimension 

 

Although the EU’s Common Foreign and Security Policy 

(CFSP), set up as an EU competence under the Lisbon Treaty, 

has not affected the British public, it has affected the British 

Army.  The policy dates from the 1997 Amsterdam Treaty, 

whence it has migrated in the usual EU fashion from being a 

separate “pillar” of intra-EU collaboration, to being an EU 

competence, where it comes under qualified majority voting 

rules.  The EU is currently (March 2016) using this competence 

to push Britain into providing 1,000 troops in a force of 6,000 to 

support the government in Libya in some way, another Iraq in 

the making. 

 

9.4  Defence Against Terrorism 

 

The principal means of defeating terrorists is to gain advanced 

warning of their intentions.  In the past (e.g. IRA) this has come 

from informants in the communities from which the terrorists 
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were known, or were judged most likely to come.  This source 

of information has included moles or plants within the terrorist 

organisations themselves.  The terrorists’ own countermeasures 

have been (a) to operate in small cells with numerous  cut-outs; 

(b) execute informants after torture. 

 

9.4.1  Monitoring Movement of Potential Terrorists 

 

In the security forces the main concern is to identify those cells 

so they can be monitored closely.  The more terrorists and cells 

there are, the more difficult they are to identify and monitor.  

The fewer the number of geographical areas where terrorists are 

thought likely to be, the easier it is to monitor and catch them. 

 

The Schengen Treaty of 1985 removed all checks on all borders 

between the 26 participating countries – 22 EU and 4 EFTA.  

(Originally there were 5 EU countries.)  This was before the 

global terrorist threat became a reality, first through al-Qaeda, 

today (2016) through the even more extreme and far-reaching 

groups known as ISIL – Islamic State of Iraq and the Levant.  

Recent terror attacks in Paris and Brussels were their handiwork.  
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The terrorists’ ability to move between these cities has made 

their tracking down all the more difficult. 

 

It is a measure of the ideological belief in “free movement” 

between EU countries, that EU politicians and senior 

bureaucrats resist the re-introduction of border controls between 

their countries to reduce the scale of the problem at the present 

time, in the face of the terrorist threat.  It matches the tenacity 

with which they hold on to the euro as Greece’s currency while 

so many of its people, particularly young people, are put out of 

work or are forced to emigrate, due to not being able to devalue 

their currency. 

 

9.4.2  Britain’s Current Position 

 

Britain is not part of the Schengen Treaty and has maintained 

some checks on EU nationals.  However the checks are minimal.  

Identity cards are accepted by the British Border force in place 

of passports.  Proper checking for forgeries from some EU 

countries is next to impossible.  Under EU rules, EU nationals, 

unlike non-EU people may not be refused admission to Britain 

because of suspicion of terrorist associations or offences.  Many 



Chapter 9 
 

188 
 

potential terrorist suspects are actual Belgian, French or German 

nationals, having stayed with their original Muslim communities 

long enough to achieve citizenship, so are virtually unstoppable. 

The biggest terrorist outrage on mainland Britain on 7th July 

2005 was the work of home-grown suicide bombers from 

Bradford, a city with a large Muslim immigrant population.  The 

authorities have since learned a lot of lessons – one of them to 

avoid increasing the problem by letting in foreign terrorists as 

far as they are able under current EU laws. 

 

9.4.3  Border Controls with Britain outside the EU 

 

The proposals made in Chapter 4.4 where EU nationals would 

be treated no more favourably than non-patrial citizens of the 

ACANZ161 countries, would greatly increase the power of 

Border force officers to exclude undesirables from the UK by 

not having to meet the EU standard of proof of actual past 

terrorist criminality.  Moreover, the requirement to fill up the 

visa-waiver forms would itself deter people with terrorist 

contacts from trying.  There is always the possibility of names’ 

mix-ups – but here a system of appeals from their countries of 

                                                 
161 America, Canada, Australia and New Zealand. 
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last residence, as applies currently to non-EU people, would 

surely be a sufficient safeguard for bona-fide travellers and 

visitors. 

The work permit system (Chapter 4.4 (3)) extended to EU 

nationals would prevent all but the most elaborate entries for 

terrorist purposes. 

 

No practicable system of movement checks will entirely 

eliminate the on-the-ground terrorist threat, but the measures 

above, for a Britain not subject to EU border control restrictions, 

would do a lot to reduce it. 

 

9.4.4  Wireless Intelligence: Echelon 

 

Wire-tapping has its place for keeping track of terrorists already 

in a country, but for Britain and the other ABCANZ countries, 

the chief weapon in the world by far for monitoring the 

movements of suspects between countries is the Echelon system 

(colloquially known as “Five Eyes”). 

 

By reason of their listening stations around the globe in Britain, 

Cyprus (Akrotiri), Australia, New Zealand, Canada and the 
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USA, the five countries provide round-the-clock and round the 

globe intelligence to their governments.  Not the least important 

are the powerful multi-language decryption facilities which are 

needed to read terrorist instructions sent across continents using 

encrypted broadband facilities, which are readily available to 

terrorist networks. 

 

Of course the Echelon countries will alert other friendly 

countries – European, Middle Eastern, the Indian sub-continent 

and so on – of terrorist movements and plots – but the five 

countries will exclusively continue to operate the system itself, 

which is based not only on technology, but the common 

language and kinship relationships built up as close allies in the 

Second World War. 

 

None of this will change as a result of the British referendum, 

but there could be subtle pressure on Britain, if it were to remain 

in the EU to somehow “share” this priceless jewel in the 

intelligence crown – a pressure which would be strongly resisted 

by the other four partners. 
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9.5  The Leave/Remain options 

 

Under the Leave scenario Britain would withdraw from the 

CFSP162 and its battle groups.  UK international defence 

collaboration would continue to be grounded in the NATO 

Treaty, the Echelon163 intelligence gathering system, and 

ABCANZ Army Cooperation Agreements.  If Britain voted to 

remain in the EU, she would inevitably be involved to some 

extent in the CFSP. 

 

Britain and France have recently signed a Defence Cooperation 

Treaty (2nd November 2015)164.  The objective of the Treaty is 

to extend the scope for help with missions undertaken by one of 

the partners and to extend collaboration on Defence research, 

particularly non-ballistic missiles. 

 

It should be noted that this agreement which complements the 

ABCANZ  Armies Agreement (above) and to which the French 

                                                 
162 CFSP = Common Foreign & Security Policy. 
163 This is a joint endeavour by the ABCANZ countries and is probably, in 
today’s world, the most important international alliance for all its members. 
164 A Government pdf can be found by Googling “Lancaster House 
Agreement”. 
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in particular attach great importance, is completely separate 

from the European Union, just as the Le Touquet Treaty of 2003 

(Chapter 4.4.1) is. 
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Chapter 10: Taking Stock: 

A BREXIT BLUEPRINT and a Strategy for Remain  

 

Recalling Chapter 1, the Referendum decision for the British 

people is between a future as a fully independent country, as it 

was up to 1973, and a future as part of a larger unit (a new state 

in the making) in which Britain would retain powers to decide 

only part of its laws. 

 

The reason given in 1973 by the vast majority of British 

politicians of all parties for joining the then European Economic 

Community (EEC) was to participate in a “Common Market” of 

9 countries – the original 6 plus the UK, Denmark, and the 

Republic of Ireland – in which tariffs on industrial goods would 

rapidly be abolished, in order to create a Free Trade zone. 

 

In other words the ostensible reason, endlessly repeated to the 

British public ever since was for economic benefit.  Indeed at 

the 1975 referendum on membership the Prime Minister of the 

day, Harold Wilson, went out of his way in broadcasts and in his 

government’s pamphlet to stress that “all decisions made by the 
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EEC would be subject to a British veto and (therefore) there 

would be “no loss of essential sovereignty”. 

 

But, as was explicitly clear from the founding Treaty of Rome 

(1957), 18 years earlier, the objectives of the EEC were not 

limited to the economic objective of free trade, but were also 

political – to lay the basis for, and subsequently form the EEC 

into the United State of Europe, or Union.  The phrase “ever 

closer union” was article 1 of the 288 articles of the Treaty of 

Rome and has been re-iterated in all subsequent 7 treaties. 

 

Prime Minister Wilson was wont to dismiss the worries of his 

ministerial colleagues, like the late Peter Shore MP, as 

unfounded.  “Ever closer union” was so much Continental 

“flimflam” – verbal decoration, a motto, like “honi soit qui mal 

y pense”.  But this attitude was and continues to be an enduring, 

disastrous mistake.  This writer has yet to meet a single educated 

Continental who does not hold a United State of Europe to be 

the fundamental goal of the EEC/EC/EU, to be achieved – not 

tomorrow, but always with the same direction of travel.   As its 

principal inspirer, the Frenchman Jean Monnet, said in 1958, 
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 “Little by little the work of the Community will be felt – so that 

it makes possible the political union which is the goal of our 

Community and establishes the United States of Europe”165. 

 

As the title of this book puts it – the decision is to choose 

whether to continue along the road to absorption in another 

country – the European Union – or resume being an independent 

country, the sole source of the laws which its citizens have to 

live by and seek protection under – at home and abroad. 

 

10.1  The UK-EU economic trade position summarised 

 

Chapter 3 showed beyond question that the United Kingdom 

over the last several years pays an effective tariff on its sales of 

goods to the other EU countries, which at 7.7%  in 2014 was 

greater than the EU imposes on non-EU goods and more than 

twice what Germany pays on its export sales to other EU 

countries.  Moreover, again beyond dispute, in 2014 Chapter 3 

shows that the UK’s goods obtained only 3.8% of the imports of 

the core EU countries – the EEC-6 – which figure is actually 

                                                 
165 1978 Jean Monnet, Memoirs, publ. Collins London, page 431. 
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less than the 4% they obtained in 1967 before the UK joined the 

EEC-6 in 1973, and before oil exports. 

 

Are these 2014 figures merely a downward blip – or part of a 

trend?  The answer is they are part of a trend which has been on-

going since 1985 – as Figure 3.1 shows for EU countries alone, 

and as Tables 10.1(a) and (b) show for the EU and non-EU 

compared in the present century. 

 

10.2  The EU : non-EU Trade Balance 

 

Table 10.1(a): UK Exports & Imports from EU and Non-EU 
Sources in 2001, excluding Rotterdam effect 

2001 

 EU 

 

£ Bn 

Non-EU 

£ Bn 

World 

 

£ Bn 

EU % of 

world 

figures 

Goods Exports 115 75 190 60 

 Imports 128 104 232 55 

Services Exports 37 51 88 42 

 Imports 40 32 72 55 

Goods Balances
166

 -13 -29 -42
167

 31 

Services Balances -3 +19 +16 -18 

Overall Balances -16 -10 -26  

                                                 
166 Balance: (Exports minus Imports). 
167 Of which Oil and Fuels balance in 2001 was +£5 billion: in 2014 it was  
- £18.4 billion. 
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Table 10.1(b): UK Exports & Imports from EU and Non-EU 
Sources in 2014, excluding Rotterdam effect168 
 

2014 

 EU 

 

£ Bn 

Non-EU 

£ Bn 

World 

 

£Bn 

EU % of 

world 

figures 

Goods Exports 148 146 294 50 

 Imports 225 188 413 54 

Services Exports 79 141 220 36 

 Imports 63 68 131 51 

Goods Balances -77 -42 -119 65 

Services Balances +16 +73 +89 18 

Overall Balances -61 +31 -30  

 

Messages from Tables 10.1(a) and (b) and Chapter 3 

 

1 A major factor in the increase in the goods deficit from 

2001 to 2014 is the £23 billion swing from positive to negative 

in the oil and fuels balance.  This is not only due to the oil price 

drop and the North Sea oil output decline.  Nearly half of this 

negative swing is due to large increases in the fuels element 

which is traceable to the closure of two out of seven UK oil 

refineries over the period. 

 

                                                 
168 Rotterdam effect (ONS 2015 Q1) reduces UK exports to the EU. 
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2 Although world prices for manufactures were more or 

less constant, and goods exports have overall managed a 

respectable increase of 54% over the period, this result has been 

swamped by the 81% increase in imports, among which finished 

consumer goods figure very prominently169. 

 

3 According to preliminary figures for 2015, the goods and 

overall deficits have worsened so much that the UK has, at 7% 

GDP, the worst goods deficit of any of the 34 OECD 

members170.  Important as some of them are to the balance of 

payments, it is no good relying on “services” alone to plug the 

gap: world trade is 80% goods, 9% travel and transport, 11% 

commercial services, of which financial services are about 

15%171, (30% in the UK).  If Britain is to survive, let alone 

prosper economically, it must go where the action is, and that is 

overwhelmingly manufactures in the world’s goods markets, of 

which 87% are identified in Table 3.1 above. 

 

                                                 
169 Not shown in Tables 10.1(a) and (b). 
170 OECD = Organisation for Economic Cooperation and Development – 
based in Paris is probably the most authoritative source of international 
economic data, but like the WTO, the World Bank is dependent on the data 
produced by individual countries. 
171 WTO 2014 data. 
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4 Although the attitude of the official classes is lukewarm 

at best, it is now desperately important that, in or out of the EU, 

Britain must tackle the joint import replacement and export of 

goods challenge as its first economic priority. 

 

The effects on Britain’s manufacturing capacity must therefore 

be one of the prime criteria for judging the effects of the in/out 

choice. 

 

5 In both categories of exports - goods and services – over 

the 13 year period from before the boom and bust of the Labour 

years, through the “austerity” period of the Conservative-

LibDem coalition, the increase in Britain’s exports to markets 

outside the Single Market considerably exceeded the increase in 

exports to the Single Market in both absolute and percentage 

terms, so that (2015) UK goods exports to non-EU countries 

exceeded those to EU countries. 

 

Goods imports, on the other hand, increased significantly more 

from the EU than from non-EU in absolute terms and only 

slightly less in percentage terms.  These results are reflected in 

the relative goods balances from the two areas: the EU goods 
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trade deficit increased almost six times, while the non-EU 

deficit increased by 48% - in absolute terms £14 billion, entirely 

accounted for by increased oil imports from Norway as Britain’s 

own supplies have run down172. 

 

10.2.1  Inescapable Conclusion 

 

The conclusion is really inescapable: since the year 2000, non-

EU has been a much more encouraging market for Britain than 

the EU Single Market and is now about the same size for goods 

and nearly twice as big for services.  So far as Britain is 

concerned, the Single Market now works very much in favour of 

the other EU countries, rather than Britain.  Germany, for 

instance, has increased its share of the British imports from 5% 

in 1967 to 15% in 2014.  Certainly there is absolutely no 

commercial reason for Britain actually to pay so much to have 

“access” to the Single Market as shown in Chapter 3. 

 

                                                 
172 But for Britain’s own very generous Continental Shelf Act, Norwegian 
supplies would, according to International law, have almost all been in the 
British sector, as Norway’s Continental Shelf actually extends only a few 
miles from its coast. 
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10.2.2  All Countries in the World have “access” to the 

Single Market 

 

It is worth repeating once again that all 164 member countries of 

the World Trade Organisation, without exception, have “access” 

to the EU Single Market, provided their goods conform to health 

and safety standards set by the EU and deposited at the WTO 

where they can easily be found.  The only difference for EU and 

non-EU countries is the fee paid for “access” as set out in 

Chapter 3. 

 

10.3  A BREXIT BLUEPRINT 

 

This and the next section consider what should or must happen 

if the British people decided that Britain should leave the 

European Union.  Section 10.8 will propose a strategy for the 

government to pursue in the event of a vote to remain in the EU. 

 

There is a considerable overlap between the two programmes in 

the economics sphere, but massive differences of course in 

finance, in immigration policy, in security measures, Britain’s 

relationship with EU institutions, in areas of the criminal justice 
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system, and our relations with the all-important World Trading 

Organisation. 

 

There should be no direct effects of the Referendum decision on 

defence, health, education and taxation, which are not areas of 

EU “competence”.  However, the EU could attempt to develop 

“competences” in all four of these areas in due course173. 

 

10.3.1  Timescales 

 

How quickly changes can be made will vary from field to field, 

dependent on negotiations with the EU (Chapter 11) and on 

existing contracts for individuals and businesses, all against the 

general background of minimising the dislocations to trade.  An 

important principle is that negotiations and changes do not have 

all to be decided and wrapped up in a single package.  Step by 

step in order of importance and immediacy should be the 

                                                 
173 The EU has long harboured ambitions to have a military force of its own 
in the form of an EU army, navy, and aircraft.  Up to now it has had to make 
do with member countries assigning units to an ad hoc EU force for specific 
operations.  Currently it is trying to assemble a 1,000 strong “training 
assistance” force for Libya, and a coastguard to stop immigrants from 
landing on the EU’s Mediterranean shores.  The mooted “financial 
transaction tax” is designed to give the EU direct taxation powers, but has 
been “parked” for the time being. 
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watchword, as happened with the 16 EU-Swiss agreements at 

intervals over 30 years. 

 

10.3.2  Notification to leave the European Union 

 

This is the very first step in the process of leaving the EU under 

the 2007 Lisbon Treaty – Chapter I, Article 50 and Chapter V, 

Article 218 of the parallel Treaty on the Functioning of the EU 

(TFEU) and should be done within days of the Referendum 

date.  Two years are allowed for the withdrawal agreement to be 

made, or for whatever further time is agreed unanimously by the 

European Council and the withdrawing country. 

 

Article 7a of the Lisbon Treaty states that,  

 

“The Union shall develop a special relationship with 

neighbouring countries, aiming to establish an area of 

prosperity and good neighbourliness, founded on the values of 

the Union and characterised by close and peaceful relations 

based on cooperation.” 
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This statement and others made by the EU Trade Commissioner 

Karel de Gucht174 in the same vein, should once and for all 

dispose of the nonsensical fears, ventilated by some 

commentators, that the EU would somehow seek “to punish” 

Britain for leaving, or otherwise seek to obstruct a harmonious 

separation with many links maintained, as is normal between 

neighbours and allies in many organisations for the common 

good: NATO, UN, WTO, OECD and so on. 

 

10.3.3  Repeal of the European Communities Act (ECA) 

1972 

 

This should be introduced into Parliament at the first 

opportunity after Article 50 notification (above) so that British 

courts begin to function again without the constraints imposed 

by the European Court of Justice.  This will remove any excuse 

                                                 
174 E.g. 2013 at the St Petersburg meeting of the G20, de Gucht inveighed 
against Brazil, India, Russia for raising tariffs.  At the conclusion of the 
WTO Doha Conference, de Gucht confirmed publicly the EU’s commitment 
to achieving free trade and the elimination of tariffs. 
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for the courts disallowing Parliamentary legislation, as they did 

in the case of the Merchant Shipping Act (MSA)175. 

 

10.3.4  Repeal of the Human Rights Act (HRA) 1998 

 

This 1998 Act of the Blair government incorporates the 15 main 

rights of the 1951 European Convention on Human Rights 

which Britain ratified in 1957.  These rights are included in the 

Charter of Fundamental Rights of the EU which Britain is 

subject to through signing the Lisbon Treaty.  Although the 

HRA was claimed to enable UK human rights cases to be 

judged exclusively in the British courts, it has not prevented a 

succession of appeals against British parliamentary decisions 

being heard in the European Court of Human Rights in 

Strasbourg. 

 

It is clear that Britain will only be truly independent when it is 

free of the judgements, not only of the European Court of 

Justice in Luxembourg (which adjudicates on EU matters), but 

also the European Court of Human Rights and its extraterritorial 

                                                 
175 Despite its enormous implications, the ECA was kept deliberately short by 
Edward Heath to minimise the scope for parliamentary rebels to hold it up 
with amendments. 
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claims.  One authority, Foster (2009), notes that there has been 

an “explosion” of human rights courses in British universities 

since 1998 as students and lecturers exploit the employment 

opportunities the HRA provides. 

 

In due course the Extradition Act 2003, which is the legal basis 

for the European Arrest Warrant, and the US-UK extradition 

treaty, will need to be replaced by a new statute (or drastic 

amendment of the Act) so that the extradition of British citizens 

will require authorization on specific prima facia evidence of 

crime, by a British High Court Judge. 

 

10.3.5  New Act of Supremacy 

 

Repeal of the Human Rights Act would not of itself prevent the 

courts from treating the European Court of Human Rights 

(ECHR) and case law pertaining, as if it still applied in British 

law.  There must therefore be a corresponding “Act of 

Supremacy” making it clear to the courts that the ECHR has no 

authority in Britain, its dependent territories, the Isle of Man, the 

Channel Islands, and the UK bases in Cyprus.  Nor can future 

cases be appealed from past judgements of the ECHR. 
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This repeal of the Human Rights Act and passing of a new Act 

of Supremacy needs to be carried out soon after the Referendum 

decision is known, to prevent a flood of cases.  However there is 

a strong case for a British Rights and Duties Act, similar to the 

Canadian Charter of Rights and Freedoms, which is entrenched 

in the Canada Constitution Act.  This Act removed the last 

vestige of British legislative authority in Canada and was signed 

into Canadian law by the Queen on 17th April 1982.  By making 

these changes, Britain as mother country will have caught up 

with her daughter. 

 

10.3.6  Application of Immigration Controls to EU nationals 

 

Anxiety about the overall levels of immigration, and EU 

immigration in particular since the gradual tightening of controls 

on non-EU immigration, has been widespread among the British 

public.  While in theory the European Court of Justice could act 

against Britain while the negotiations were on-going, the British 

people will expect immediate action on the problem.  Repeal of 

the Human Rights Act will help prevent appeals on behalf of EU 

nationals from obstructing the new controls described in Chapter 

4.4. 
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Chapter 4.4 outlines a scheme for bringing EU nationals within 

the scope of the rules which apply to non-EU nationals – 

Australians, Canadians, New Zealanders, Japanese, Americans – 

and so on.  There is nothing to prevent this from happening 

immediately: only the sign “UK citizens/EU nationals” at points 

of entry needs to be replaced by “UK Citizens”.  In due course, 

the application of the visa-waiver scheme can easily be agreed 

between the EU and the UK176.  Then a second queue – “Visa-

waivers” – would be quite normal at UK ports and airports, 

particularly as all citizens of the visa waiver countries will have 

machine-readable passports. 

 

10.3.7  Restoration of the British blue Passport 

 

A passport is regarded by the authorities as a travel document.  

However, the vast majority of people regard it as a symbol of 

national identity – newly naturalised Britons certainly do.  That 

being so, it will be important for many people to replace a 

maroon EU passport by a blue one with “British Passport” 
                                                 
176 The Visa-waiver scheme for travel between the US, UK, Australia, New 
Zealand, Canada and Western European countries such as France and 
Germany, was agreed 20 years ago.  When the 8 ex-communist countries 
joined the EU in 2004, despite US opposition, the EU insisted that all of 
these should be included in the scheme. 
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displayed, without reference to the European Union, straight 

away rather than wait for the renewal date.  Of course nobody 

would be forced to replace an existing valid passport, but 

renewed or first application passports would be of the traditional 

blue character (Figure 12.1(a). 

 

10.3.8  Security Checks at British Ports and Airports 

 

As stated in Chapter 4, you cannot control anything unless you 

measure it, so the first principle of the Brexit border controls 

must be to use the new electronic sensitive passports to record 

everyone coming in and leaving the UK, excluding for the time 

being the common travel zone (CTZ)  jurisdictions of the 

Republic of Ireland, the Channel Islands and the Isle of Man. 

 

In essence today, the CTZ jurisdictions implement UK Visa 

controls.  This might prove to be a symbolic problem for the 

Republic of Ireland if, after Brexit, it had to apply these controls 

to substantial numbers of EU nationals trying to evade UK entry 

controls.  But it need not be a problem unless the European 

Court of Justice decided to make an issue of it. 
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10.4  Future Trade Relationship with the EU in the event of 

Brexit  

 

The UK’s ideal arrangement would be simply to continue with 

the present tariff-free flow of goods in both directions. 

 

As described in Chapter 3.1 and 3.2, all countries expect 

something to be paid towards the costs of regulating imports into 

their economies and impose quality standards in particular.  This 

is true of the North America Free Trade Area (NAFTA), South 

American MERCOSUR, and the 10 member South East Asian 

grouping ASEAN. 

 

10.4.1  What should Britain Pay?   

 

A useful starting point would be a tariff paid annually at 50% of 

the EU external tariff.  As applied on Britain’s range of goods 

actually sold in 2014 to the EU, this is 2.4%177.  So our fee at 

50% of this would have been (for 2014) £1.76 billion.  This is of 

course a huge reduction on the net fee we actually paid of £11.4 

                                                 
177 Ronald Stewart-Brown 10/11/14, Trade Policy Research Centre, 29 Great 
Smith Street, London, SW1P 3BL. 
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billion (Chapter 3.2) equivalent to a tariff of 7.7%.  It would 

leave us with £9.6 billion178 even after continuing to pay for 

farming subsidies, science grants and structural funds for some 

local authority areas, as we must until we have redesigned the 

support systems to suit British, rather than EU, conditions. 

 

10.4.2  UK-EU Free Trade Area? 

 

Many people on both sides of the argument over Brexit see the 

alternative to the present Single Market access for Britain, as 

either a Free Trade Area agreement like say Korea-EU FTA, but 

starting from the word go with zero tariffs179 or the UK’s simple 

withdrawal from the EU Single Market provision and adopting 

the various external tariffs the EU applies to the USA and 

China, say. 

 

The Free Trade Agreement (FTA) option could take a lot of 

time to negotiate because of the question of “Rules of Origin” 

(Chapter 11.3.1).  Simply stated, how do you tell if a product 

                                                 
178 Including the £2.9 billion of customs duties on non-EU goods currently 
paid directly to Brussels. 
179 The Korea-EU 2013 FTA includes a 5 year schedule for the abolition of 
existing tariffs and quotas. 



Chapter 10 
 

212 
 

ostensibly made in a country in the FTA wasn’t in fact imported 

at zero tariff from a country outside the FTA and sold on to 

another country in the FTA tariff free.  Or, more likely, how do 

you treat a product which has say 50% components sourced 

from outside the FTA.  The EU has 9,000 product lines for 

which its tariffs are defined and potentially would need rules of 

origin treatment. 

 

Because of globalisation, and especially for manufactures, 

which are often highly differentiated, this is immensely more 

time-consuming to deal with now than even 20 years ago, still 

less 40 years ago when the defining Swiss-EU zero tariff 

agreement for industrial goods came into force in 1977.  This 

adopted a range of 35% as the maximum allowable non-EU, 

non-Swiss content to qualify for tariff-free circulation in the 

FTA, but each distinct product line has to be certified as meeting 

this condition. 
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10.4.3  UK-EU Free Trade-Common External Tariff (CET) 

Zone? 

 

The present trade-weighted average EU tariff on goods which 

the UK exports to the EU now, is only 2.4% 180(above) and 

about 3.0% on those she imports from outside the EU.  It makes 

a lot of sense to bypass all these rules of origin difficulties by 

simply applying the current EU external tariff to goods imported 

into the present EU-UK tariff-free area.  In effect,  Britain’s 

offer of a UK-EU common external tariff (CET) zone would be 

difficult for the EU to resist and would also please British firms 

doing business with the EU, since no paperwork would change.  

However nothing is for ever.  Some UK tariffs could diverge in 

time from the EU’s by agreement where no EU interest was 

involved181.   

 

In effect Britain would fulfil the objective at the beginning of 

this section (10.4) of no interruption to the flow of goods.  All 

the paperwork would remain the same and both parties, EU and 
                                                 
180 To put this figure in proportion, the £ : $ and £ : € exchange rates have 
changed by at least 5% in the last few months. 
181 E.g. the UK and Republic of Ireland are the only significant buyers of 
Canadian and US wheat, so the tariff on these could be lowered or abolished 
without significant worries for the Continental EU. 
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UK would be able to propose downward adjustments to the CET 

over time, or even, after a few years’ experience, negotiate an 

entirely new arrangement. 

 

The major differences from the present arrangement would be: 

 

(1) The customs duties on non-EU imports to the UK (about 

£2.1 billion net) would go to HMRC, not Brussels. 

 

(2) Britain’s net contribution to the EU budget (excluding 

the customs duties) would fall by about £6.7 billion after 

paying the £1.8 billion access fee (Section 10.4.1). 

 

(3) This would be a UK government to EU government deal.  

Britain’s renewed WTO membership would be asserted, 

and subsequent agreed changes reported to the WTO.  

Temporary anti-dumping measures (e.g. steel) could be 

enacted by either party, separately if desired. 

 

(4) It would not disturb existing EU arrangements with the 

Channel Islands and the Isle of Man. 
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(5) Any UK trade deals with third parties would have to 

respect the CET tariffs, but as we have seen, these are 

now mostly very low, and will become lower in future.  

In any case the third party would not be worse off.  The 

main issues in FTA agreements nowadays relate to non-

tariff barriers which are unaffected by tariffs themselves. 

 

Apart from some EU quibbling about the fee basis (they are 

bound to ask for the full external tariff to be paid, i.e. £3.6 

billion) this deal could be done very rapidly to everybody’s 

enormous relief and satisfaction. 

 

10.4.4  Monitoring the Deal 

 

A forum for monitoring this deal, and any changes in the light of 

future developments, e.g. TTIP, completion of WTO Doha 

Round of tariff reductions, examining specific exemptions to the 

common external tariff, would be for the trade section of the 

mooted EU-UK Council (below) to consider. 
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Unlike the EU Council, the EU-UK Council would not be a 

legislative body, but a deliberating body, reporting back to the 

European Commission and the UK Parliament. 

 

10.5  UK-EU Council 

 

There would have to be a forum for both partners – the United 

Kingdom and the European Union – to be able to meet on an on-

going basis to consider both trade and non-trade issues. 

 

As noted in above, the Council would be a deliberative, not 

legislative, body reporting back to the British Parliament and the 

European Commission.  Undoubtedly over time it would give 

rise to a large number of subcommittees examining the specific 

effects of changes in trade policy elsewhere in the world.  A 

major concern would also be monitoring specific aspects of the 

UK-EU Trade Agreement (UETA).  These should include 

among other things, common banking governance and 

supervision rules182 and an agreement to allow the continuation 

                                                 
182 As set out for example in the EU-Korea Trade Agreement, Article 7.24. 



Chapter 10 
 

217 
 

of the banking “passport” system throughout the UK-EU 

common economic zone (CEZ)183. 

 

The Council may also wish to examine matters arising from a 

Brexit government’s undoubted intention to revise the short-

term emission reduction targets embodied in the UK’s Climate 

Change Act (2008) and its Renewable Energy Strategy (RES 

2009).  The revision would replace the RES with a Secure 

Energy Strategy (SES) to maintain our electricity supplies and 

achieve long-term reductions in fossil fuel consumption (Section 

10.6). 

 

10.6  Energy Objectives: Replacement of the Climate 

Change Act (2008) 

 

Chapter 6 sets out reasons for the UK’s Energy Crisis which has 

its roots in: 

 

(a)  the 1990s’ “Dash for Gas” by the newly privatised 

electricity companies; 

                                                 
183 This currently allows one country’s banks to effect trade in another EU 
country without establishing a business there. 
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(b)  the attempt (2009) to force an “emissions reduction plan” on 

to an electricity supply system with no adequate alternatives to 

fossil fuels. 

 

In its 1990s’ pursuit of short-term returns on investment, the two 

newly privatised electricity generating companies made no 

investment provision for long-term replacement of the gas 

plants, when (predictably) UK gas supplies dwindled and prices 

rose sharply in the 2000s.  The government of the day showed 

no interest in the long-term either, shutting down the Dounreay 

Fast Breeder reactor184 on the grounds that uranium was (then) 

very cheap, so that nuclear investment in general and the Fast 

Breeder reactor technology in particular were not needed.  That 

is still the official position as far as can be discerned. 

 

It is therefore a major objective of a Brexit Energy Policy to 

replace the EU inspired Climate Change Act (2008) and its 

contingent Renewable Energy Strategy (2009) with a Secure 

                                                 
184 Fast Breeder Reactors– as their name suggests, make more uranium fuel 
than they consume if plutonium, of which Britain has some 120 tonnes, is 
introduced into the fuel cycle. 
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Energy Strategy185 based on a gas-nuclear combination of 

electricity supplies (including Fast Breeder systems, plus 

existing wind and solar) as described in Chapter 6. 

 

Britain will have to build a secure energy system whether in or 

out of the EU.  This will be much easier to achieve though, free 

of specific EU emissions targets and state aid rules. 

 

10.7  Industry Objectives 

 

As has been stressed throughout this book, for all the argument 

about trade “deals” with this country or that, if you don’t have 

enough different types of goods to sell, all that a trade deal with 

another country will do is open up your market to theirs. 

 

German products are everywhere in Britain from complex 

trucks, cars, and machine tools, to pencils and brushes.  In many 

years of visiting Germany for business or holiday, this writer 

cannot recall a single TV advert or hoarding for a British 

                                                 
185 S F Bush & D R MacDonald, 2009, Secure Energy Strategy to 2050, 
National Grid Consultation Paper 23. 
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product.  Only the occasional Range Rover reminds the visitor 

that Britain actually exists! 

 

There are a number of reasons for this truly tragic state of affairs 

laid out in Chapter 5.  These we must address as a long-term act 

of national will as soon as ever possible. 

 

10.7.1  Range, Quality, Market-Readiness are the chief 

factors in growing exports 

 

Of these, lack of products to offer in major market categories is 

the chief consequence of the almost unending sequence of 

factory closures illustrated by Britain’s loss of world and EU 

market share over the last 30 years (Figure 3.1).  Other data186 

show that on the usual measures – price and performance, 

research and design – British products are nowadays pretty 

competitive: the national product range is just too small. 

 

Britain’s loss of Manufacturing Market Share is uniquely 

severe 

                                                 
186 E.g. S F Bush, June 2005, “Britain’s industrial army has too few 
soldiers”, UK Parliamentary Monitor. 
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All Western countries have seen a decline in their market share 

of the world’s manufactures, but Britain’s is uniquely severe, 

dropping from about 8% in 1985 to about 3.6% today.  It is 

surely clear, not just from 30 years, but as far back as the 1880s 

(Pollard, 1982) that Britain’s economic system will not, on its 

own, reverse this trend and we will continue to mortgage our 

future and sell off our present. 

 

10.7.2  A new form of manufacturing organisation 

 

The key requirements for an industrial company to succeed in 

the export market are commitment by the management and staff 

to keeping going; long-term patient finance; a clear-sighted view 

of what skills are needed, especially language skills187 and 

cultural awareness of markets overseas. 

 

If we take Table 3.1 as setting a realistic, though demanding, 

sales objective over 10 years188, it comes to £8 billion increase 

per annum in constant £s of exports from new products in the 

                                                 
187 English is not enough.  A German acquaintance explained, “I sell in 
English, but I buy in German”. 
188 Enough to reduce the goods deficit by about half. 
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six markets listed there.  This £8 billion p.a. corresponds to 

about 6,000 additional trained staff in the UK annually, in 

possibly 20 new firms each year.  This will not arise 

spontaneously from the present financial system and 

government support for innovation. 

 

Two new forms of organisation are envisaged as described in 

Chapter 5.4.  These are: 

 

(1)  The “Leopard Clusters” of SMEs 

Fully paid for by the state in the two areas where most SMEs are 

lacking: overseas marketing, and research and design189 - only 

the actual manufacturing operations and raw materials would 

initially be covered by sales income. 

 

(2)  The Mondragon Cooperative Principle 

Wholly owned by their employees190, the Mondragon project 

started in 1956 in the Basque region of Spain to answer a need 

                                                 
189 State support of this kind would fall easily under the WTO’s “Trade-
related Technical Assistance (TRTA)” programme of permitted state aid 
(though not permitted by the EU). 
190 The John Lewis Partnership is a British example of co-ownership in the 
retail business, or another model is the mooted government supported 
employee buy-out of the Tata Port Talbot steel works. 
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for cost effective white goods at a time when Spain, under 

Franco, was cut off from the consumer boom in Western 

Europe.  Mondragon now turns over £10 billion per annum, with 

150,000 employees and is 97% employee-owned still.  New 

recruits can borrow to buy their share of the business. 

 

It would be a major Brexit objective to promote both (1) and (2) 

as the practical means of achieving the £50 billion expansion of 

British manufacturing exports laid out in Table 3.1. 

 

10.8  STRATEGY FOR REMAIN 

 

Compared with the Brexit Sections 10.3-10.7, this is necessarily 

much shorter because the “Remain” strategy is basically to leave 

things as they are, with the exception of minor revisions to the 

EU access to the UK benefit system (Chapter 1.3.1) 

 

10.8.1  Strategies for Industry and Energy 

 

However, the immense problems of the goods deficit and the 

looming energy crisis are still there, whether Britain is in or out 

of the EU.  The strategy for any British government must be to 



Chapter 10 
 

224 
 

seek remedies for these as laid out in Sections 10.6 and 10.7 

(above) as far as EU rules on state aid will permit, and to seek a 

derogation from the 2020 emissions targets to allow coal-fired 

electricity stations to continue until gas-fired stations and new 

nuclear can take their place.  As shown in Chapter 6, this will 

not meet the 2020 targets, but will, if enough nuclear is built, 

meet the 2050 80% emissions reduction target. 

 

10.8.2  Immigration 

 

The multiple crises in schools, the NHS, congestion, housing, 

can only get worse with continued EU migration on anything 

like its present scale (170-180,000 in 2014 and 2015).  Schools 

report a shortfall of 700,000 places for the September 2016 

entry in England.  This is one year’s births for the whole of 

England and must therefore be ascribed to the immigration of 

the last five years. A hundred and seventy thousand people in 

one year, in family units, correspond to 71,000 new homes 

(about 60% of all new homes built in 2014. 

 

Prime Minister Cameron’s 6-9 months of negotiation has shown 

(Chapter 1.3.1) that the EU will not budge on the free movement 
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of people principle.  As the EU’s very own Europop forecasts 

show (Chapter 4), this will mean drastic falls in the populations 

of Eastern Europe (already noticeable by the number of deserted 

villages) and corresponding increases in North West Europe, 

Britain in particular being forecast to reach 85 million 

inhabitants by 2080.  Any British government will be bound to 

try to avert this huge exodus by for example advocating tying 

EU aid to Eastern Europe to specific population retention 

measures. 

 

Revisiting the Treaty of Rome, with its emphasis on the free 

movement of labour (not simply people), could be a means for 

Britain to tighten its requirements for EU nationals to have a job 

as a condition of residency.  This approach might obtain support 

from other Northern countries: Sweden, Denmark, and the 

Netherlands, possibly France and Belgium too.  But Britain will 

remain the chief attractor because of the English language. 

 

 

 

 



Chapter 10 
 

226 
 

10.8.3  Measures to reduce Immigration from the EU will be 

of little use while the UK remains in the EU 

 

However, it is unlikely that such measures will affect more than 

a 5-10% drop in net EU immigration while Britain remains a 

member.  Certainly the British government’s own Office for 

Budget Responsibility (OBR) doesn’t think so.  Its deputy chief 

executive is on public record as saying that the effect of 

Cameron’s negotiations (above) on EU immigration is “not 

much”.  The OBR projects an increase of 3 million in the EU 

population in Britain, i.e. a continuation of the 170,000 in 2015 

for another 15 years if Britain remains in the EU (see Tables 1.1, 

4.1), allowing for the additional children of immigrants born 

over this period.  These figures are in line with the EU’s own 

prediction of East to West population movements (Table 4.2). 

 

10.8.4  EU Defence Policy 

 

As noted in Chapter 9.3, the EU’s Common Foreign and 

Security Policy has already impinged on the British Army, both 

in having to help rescue EU troops in Bosnia, and now being 

pushed into providing thousands of troops for the EU’s 
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proposed venture into Libya.  What is even more serious is the 

push by the Germans particularly, for a fully-fledged “European 

Army”, complete with planning staff, generals and troops in EU 

uniforms191.  This will be yet another back-to-the-wall battle 

Britain will have to fight. 

 

                                                 
191 Joseph Daul, leader of the European Peoples’ Party in the European 
Parliament, 9th May 2016. 



Chapter 11 

228 
 

Chapter 11: Conduct of the UK-EU Negotiations after the 

Referendum 

 

In either event, the British people voting to leave or voting to 

remain in the EU, the British and EU governments will need to 

enter into negotiations following the Referendum. 

 

11.1  Case of “Remain” decision 

 

In the case of a vote to remain, the Cameron government will be 

anxious to see ratification of its February 2016 agreement 

(Chapter 1.3) by formal agreement to incorporate it into the next 

EU Treaty.  The major business of this Treaty though, which is 

being prepared for in Brussels, will be to agree among the 19 

members of the Eurozone, the new EU institutions for control 

over members’ budgets, issuance of state loans (debt), and new 

EU tax raising, probably through a Eurozone-wide financial 

transaction tax.  Britain will not be included in this programme 

unless it is unable to exclude itself from the financial transaction 

tax. 
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Such a programme which the Germans are likely to press very 

hard for, will be a test of the Cameron agreement’s (Chapter 

1.3.3) ability to insulate the UK from the effects of this and 

other measures.  If implemented, these will destroy any pretence 

that 19 Eurozone countries are independent countries any more. 

 

Also coming down the road is the Transatlantic Trade and 

Investment Partnership (TTIP).  Coincidentally as the British 

delegation were leaving Brussels after the marathon sessions to 

conclude the Cameron agreement, delegates from the USA were 

assembling for the 12th round of talks on this Partnership.  

Negotiations with the USA are handled exclusively by the 

European Commission under Article 207 of the Treaty on the 

Functioning of the European Union (2007).  Britain has no say 

whatsoever in the decisions affecting the largest single market 

for both its goods exports and services exports.  In 2013 these 

amounted to pennies short of £100 billion, with a rare positive 

balance of trade in both categories separately.  Together the UK 

positive balance with the USA amounted to £41 billion, far and 

away the biggest positive balance for Britain in the entire world.  

By contrast Britain’s trade balance with the EU in 2013 was 

negative at £56 billion. 
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The TTIP negotiations are the responsibility of Cecilia 

Malmström, a 47 year-old Swedish lady who holds a doctorate 

in Political Science from Gothenburg and, apart from 2 years as 

a psychiatric nurse, has spent her entire life in political posts 

connected with the EU.  Before her appointment as EU 

Commissioner for Trade, she had had no obvious trade 

negotiation experience, even as a junior official. 

 

In the TTIP negotiations the EU side is faced by highly 

experienced US trade lawyers, as sharp as needles.  Although 

the actual negotiations are being carried out by two lawyers, one 

Italian and one Spanish, it must be worrying to those inclined to 

vote to remain in the EU, that such key British interests should 

be being handled this way192. 

 

11.2  Case of the “Leave” decision 

 

In the case of a vote to Leave the EU – the so-called Brexit 

option – the negotiations between the UK and the EU could take 

years unless the parties agree to a fundamental principle: take 

                                                 
192 Ms Malmström herself has commented that TTIP has engendered more 
ill-will in the EU than anything she has had knowledge of before. 
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issues one at a time, in order of immediacy and gravity, agree a 

settlement, and then move on to the next most pressing issues.  

This is exactly what happened between the EEC/EU and 

Switzerland.  Tariff free trade for industrial goods was settled as 

far back as 1972 as Britain was leaving EFTA and joining the 

EEC193, while Switzerland remained in EFTA.  Since 1972 a 

further 15 agreements on trade and immigration have been 

negotiated between Switzerland and the EEC/EU. 

 

11.2.1  Negotiating Team 

 

A negotiating team should be set up by the House of Commons 

and a declaration made by it that any Agreement with the EU 

will have to be embodied in an Act of Parliament, essentially 

replacing the European Communities Act (1972).  The 

negotiations must be, and seen to be, Parliament recovering its 

supreme law-making powers, not leading just to a trading 

relationship.  For this purpose, an EU negotiations select 

committee will need to be set up with its first task appointing the 

head of the British negotiating team, following an open 

                                                 
193 Britain too could have had a tariff-free trade agreement with the EEC-6, 
but it (or rather the Heath government) wanted to join in the EEC political 
project as well. 
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invitation.  The appointed individual will need to have 

demonstrated: a commitment to an independent Britain; brains; 

and determination – which on the first criterion at least will rule 

out the Foreign Office and the Treasury.  If someone from 

business is appointed, they will of course be supported by 

individuals who have current or recent experience of the EU 

institutions, especially COREPER194. 

 

The negotiations would need to be supervised by the select 

committee with a report to Parliament each month. 

 

11.2.2  Purpose of Brexit negotiations 

 

The purpose of the negotiations would be to conclude a new 

Treaty between the UK and the EU, herein called the Brexit 

Treaty.  The practical working of the Brexit Treaty would need 

to be monitored by a new body, which we can call the UK-EU 

Council, with a formal constitutional status both in the UK and 

the EU, and with both sides equally represented (Chapter 10.5). 
                                                 
194 COREPER I and II are made up of the permanent representatives of the 
EU states.  They work for the European Commission on proposals for 
legislation.  In the event of a Brexit decision it is expected that the British 
appointees will withdraw and thus be available to the British withdrawal 
team. 
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Britain starts from a position of strength, not weakness (Chapter 

3.2).  At £223 billion imports from the EU in 2015, the UK was 

the largest goods market for the EU27195, ahead of the USA at 

£200 billion.  The UK is also a market for the EU-27 services of 

about £60 billion.  At £134 billion (2015) the UK was the third 

largest supplier of goods to the EU27 after China196 and the 

USA.   

 

11.2.3  Status of Treaties 

 

While the Brexit negotiation will have been triggered under 

Article 50 of the Lisbon Treaty on European Union (TEU) and 

Article 218 of the Treaty for the Functioning of the EU (TFEU), 

in international law the TEU and TFEU are simply Treaties 

between 28 countries.  That being so, they are subject to the 

Vienna Convention on the Law of Treaties (VCLT), which came 

into force on 27th January 1980 (Appendix 11.1).  All EU 

member states are signatories except France.  Articles 65-68 of 

the Convention set out the procedures for withdrawal, which in 

                                                 
195 Croatia joined the EU on July 1st 2013, as its 28th member.   EU-27 is the 
EU-28 without the UK. 
196 Calculations in this paper are from World Trade Organisation (2014) and 
the ONS Pink Book 2015. 
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many respects are simpler than those of Articles 50 and 218 of 

the Lisbon Treaty.   This has significance in the case of failure 

to complete negotiations under Article 50 within the two-year 

time-scale set by the Lisbon Treaty itself (see below). 

 

11.2.4  Britain’s Objectives 

 

• The first basic objective for our negotiators should be no 

change in the conditions attaching to the flows of goods 

and services between the UK and the EU. 

 

• A second basic UK objective must be to agree on the 

length of taper over which the UK’s payments to the EU 

budget (Chapter 2) should be phased out, along with 

customs duties collected by Britain on EU goods 

imports.  A three-year taper could be offered at the 

outset, recognising that most if not all EU contracts to 

suppliers under the Growth and Social Funds will end 

naturally in 2-3 years’ time 

 

• The third basic British objective must be to insist that 

control of EU immigration begins immediately by being 
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backdated to June 24th, to stop a rush when the 

Referendum result is declared.  As discussed in Chapter 

4, control on EU immigration would be applied through 

work permits applied for by their employer to those here 

already for less than (say) 3 years, or would-be 

employers for those arriving after 24th June.  It will take 

time to extend to EU nationals the existing system of 

Tier 1 permits for non-EU, but no one is going to be 

hustled out of the country. 

 

11.3  Future UK-EU and UK-bilateral Trade Agreements 

 

Given the size of the UK-US, UK-EU and EU-US trade 

flows197, the pending EU-USA agreement (TTIP),  and the 

commitment of the three parties to freeing up trade198, it is likely 

that the tariff-free trade principle will be agreed to at the outset 

of the negotiations, subject to detailed negotiations round 

particular points199, especially Rules of Origin (below).  Since 

                                                 
197 Imports plus Exports: UK-US: £206 bn; UK-EU: £495 bn; EU-US: £403 
bn (goods only). 
198 The EU Trade Commissioner, Karl de Gught, inveighed recently (2nd 
Sept. 2013) against Brazil, India and Russia raising tariffs. 
199 The EU has long had a tariff-free goods trade agreement with EFTA 
which under this blueprint the UK will seek to rejoin (see below). 
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the UK has no plan to abandon the Value-Added Tax system, 

there would then be no change to the basic customs declaration 

forms.   

 

Just as each EU-bilateral agreement (e.g. Korea-EU) has 

provision for complaints by the parties to be adjudicated, so 

each UK-bilateral trading agreement will have to provide the 

same, as clearly the EU trade offices will no longer apply to the 

UK agreements with third parties. 

 

Carry-over of Existing EU Bilateral Trade Agreements 

 

Questions have been raised about the difficulty Britain might 

have in re-negotiating the various EU-bilateral agreements such 

as the Korea-EU one, referred to above.  Many of the 27 

operating EU trade agreements are with micro-states like 

Andorra: Korea is far and away the most important (British 

exports in 2013-15 were around £5 billion per annum)200. 

 

                                                 
200 A Canada-EU agreement came into effect on January 1st 2016, and this 
could be important to Britain in due course (goods exports 2013-15 were 
around £4 billion per annum). 
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When you actually look at the EU-Korea agreement201, you find 

that it is between “the European Union and its Member States of 

the one part, and the Republic of Korea, of the other part”.  

There are 29 signatories, including the United Kingdom.  Thus 

there is no need for any “re-negotiation” between the UK and 

Korea unless both parties wish it.  The only thing Britain will 

have to do in respect of this or any of the other EU bilateral 

agreements is to establish a Committee on Trade in Goods (EU-

Korea Agreement Article 2.16) with the other party for disputes 

resolution and other matters of common trade concern202. 

 

11.3.1  Rules of Origin: The Swiss way forward 

 

As the UK will operate its own customs system, rules of origin, 

currently managed entirely by the EU on our behalf, will be of 

prime importance to all parties after Brexit.  Even though tariffs 

outside the EU and EFTA have been substantially lowered by 

the successive Kennedy and Uruguay rounds, they are still 

above 10-15% on agriculture and some textile products for non-

                                                 
201 Official Journal of  the European Union, 14th May 2011. 
202 The organisation “Lawyers for Britain” have recently published a paper 
“Brexit and International Trade Treaties” which also discusses this point at 
www.lawyersforbritain.org/   
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EU, non-EFTA goods.  One way forward for the UK negotiators 

is to employ the Swiss-EU criteria on origins of goods.  These 

are aimed at ensuring that imports into one partner from a third 

partner cannot be traded on to the second partner at a lower 

tariff than would apply if imported directly to the second 

partner.  This has particular significance for US-UK trade.  

Where a product has more than one country of origin, the Swiss-

EU 1972 agreement provides a minimum Swiss plus EU content 

(usually 65%) to be allowed into the EU on a zero tariff basis203.  

However, as explained in Chapter 10.4, this is likely to be a 

long-drawn-out process, in its entirety, simply because of the 

sheer number of products (the EU has 9,000 separate product 

lines to which tariffs can be applied). 

 

11.3.2  A Common UK-EU external tariff: as alternative to 

Rules of Origin 

 

An alternative to negotiating rules of origin covering 9,000 

products is for the UK’s customs system to operate the same 

external tariffs for non-UK non-EU imports, starting with the 

current values of the EU external tariffs.  That is to establish a 

                                                 
203 Typically 65%. 
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common UK-EU external tariff (CET) plus continuing tariff-

free trade in the UK-EU itself. 

 

Product exceptions can be easily identified and negotiated where 

only one party has a significant interest in the imports 

concerned.  Overall changes to the CET could be discussed via 

the UK-EU Council (Chapter 10.5).   

 

Some free trade purists greatly overestimate both the value and 

the ease of moving immediately to a zero tariff system for both 

UK-EU and UK-non-EU trade.  Tariffs on industrial goods into 

the UK are now very low (around 3%) with the one outstanding 

exception of US cars (9.9%).  This in any case is very likely to 

be sharply reduced under any successful EU-US trade 

agreement (TTIP) and Britain would be free to follow suit. 

 

11.3.3  CEZ = FTA plus CET: the most practical way 

forward  

 

A simple continuation of the current tariff-free trade between the 

UK and the EU-27 plus a common external tariff zone based on 

the existing EU external tariffs could be agreed in an afternoon, 
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avoiding lengthy trade uncertainty and much potential 

paperwork for business at a stroke, all for the price of some loss 

of freedom in lowering UK external tariffs.  In essence a 

common economic zone (CEZ) would replace the Single 

Market. 

 

Those leaders of foreign-owned businesses who regularly 

declare that Britain is “their” bridgehead into “Europe”, with the 

implication that our becoming an independent country once 

more will compromise their “bridgeheads” somehow, will see 

absolutely no change. 

 

As remarked above, since the EU has publicly committed itself 

to advancing free trade by tariff reductions at the concluding 

session of the WTO Doha204 Round in 2012 and is also 

committed to developing “special relationships with 

neighbouring countries” (Article 1-57 of the Lisbon Treaty), we 

should expect the principle of a UK-EU zero tariff FTA to be 

agreed at the outset of negotiations. 

 

                                                 
204 Karl de Gught, EU trade commission, at the conclusion of the last session 
of the Doha round of tariff negotiations declared, “The EU is committed (sic) 
to lowering tariffs between it and its trading partners”. 
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UK-EU Common External Tariff no real barrier  

to other trade agreements: case of Turkey 

 

The basic reason for UK withdrawal from the existing EU 

customs union is that it will enable Britain to make its own trade 

agreements once again, particularly with the individual countries 

grouped in Table 3.1 under the headings AICANZ205, BRIC and 

GHSS as well as some important Spanish speaking countries in 

Latin America, such as Mexico. 

 

This is a very important freedom.  The EU has been extremely 

slow to conclude FTAs (only one in operation up to 2013) 

compared with 19 concluded by EFTA.  New Zealand 

concluded a trade agreement with China in 2012.  It’s good 

common sense that agreements between two independent 

countries or four are easier than between one and twenty-eight.   

 

                                                 
205 In Table 3.1 the Republic of Ireland is grouped with the other Anglophone 
countries because of its common law and language which makes it much 
more familiar to British exporters than say Denmark. 
AICANZ – America (USA), Ireland (Republic), Canada, Australia, New 
Zealand; BRIC – Brazil, Russia, India, China; GHSS – Gulf Cooperation 
Treaty States, Hong Kong, Singapore, South Africa; ABCANZ – with Britain 
replacing Ireland is the Anglophone grouping outside the EU. 
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While for the time being, the common external tariff (CET) 

based on the current EU external tariff as proposed above, 

would have to be respected in any UK Trading Agreements, 

they would give Britain and its foreign partners scope for tuning 

their exports to each other’s economies, and reducing non-tariff 

barriers by offering them knowledge of, and facilities in, each 

other’s markets.  The UK-EU CEZ would put Britain in the 

same relationship with the EU as Turkey had been in since 

1996.  Turkey has made numerous trade agreements with other 

countries, including the EFTA bloc. 

 

11.4  Britain’s Future Relationship with the European Free 

Trade Association (EFTA) 

 

Britain was a founding member of  EFTA in 1961, along with 

Austria, Denmark, Norway, Portugal, Sweden and Switzerland.  

Finland, Iceland and Lichtenstein joined subsequently.  Britain 

and Denmark left to join the EU in 1972, Portugal in 1985, and 

Austria, Finland and Sweden in 1995, leaving only Norway, 

Lichtenstein, Iceland and Switzerland. 
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The Convention establishing EFTA amended slightly on 1st July 

2013 is 30 A4 pages long, containing 59 Articles (Appendix 

11.2).  On the assumption that objective (c) – to “ progressively 

liberalise the free movement of persons” refers to citizens of the 

signatory states only, Britain could sign up to all 59 articles, 

virtually without reservation tomorrow206.  

The EU Lisbon treaties are several hundred A4 pages long, with 

some thousands of “acquis communautaire” regulations besides.  

The question of our rejoining EFTA is separate of course from 

any Brexit negotiations with the EU.  However it will need to be 

born in mind since three of the four EFTA states are connected 

to the EU as members of the European Economic Area (EEA), 

while the fourth member, Switzerland, has 16 separate bilateral 

agreements with the EU, the most important being the free trade 

agreement (1972) which eliminated tariffs on industrial goods.   

 

EFTA makes bilateral trade agreements (TAs) on behalf of its 4 

member countries.  Unlike EU agreements, EFTA members are 

not obliged to accept every provision of a TA and in any case 

with such a small number of members, each can, within broad 

                                                 
206 Not surprising really since Britain was the prime mover in establishing the 
Association in 1960. 



Chapter 11 

244 
 

limits, see that an EFTA TA is tailored to their requirements, 

and this would apply to Britain were it to join.  At present there 

are 26 EFTA TAs, notably with Canada, Mexico, Korea and the 

GHSS group, with all of whom this paper sets targets for trade 

expansion (Table 3.1). 

 

With the reservation on people movement entered above, EFTA 

is close to ideal for Britain to join and she should apply to 

negotiate this in parallel with the EU negotiations.  There is 

every reason to believe that our rejoining EFTA would be 

welcomed by the four existing members. 

 

11.5  Britain and the European Economic Area (EEA) 

 

Britain is currently a member of the EEA through its 

membership of the EU (Article 128 of the EEA agreement 

which entered into force on 1st January 1994).  The EEA 

agreement with the three EFTA members (Norway, Lichtenstein 

and Iceland) provides for their acceptance of the EU’s “acquis 

communautaire207 and the Single Market’s four freedoms – of 

                                                 
207 The whole body of EU law stretching back to the original European 
Economic Community (EEC) founded in 1957.  The number of pages of 
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movement of people, capital, goods and services, subject to the 

exclusion of agriculture, fisheries, coal and steel in the case of 

the EFTA three.  These four freedoms are seen by the EU as 

quite fundamental to the whole EEC/EC/EU project ever since 

the signing of the Treaty of Rome in 1957. 

 

Unfettered movement of people to settle is completely 

unacceptable to the British people, most of those planning to 

vote for Brexit in the referendum, will do so on the assumption 

that unfettered movement of EU nationals into Britain will cease 

thereby once and for all. 

 

Furthermore, the character of the EEA runs directly contrary to a 

basic principle of a UK-EU Brexit Treaty we would wish to 

negotiate, namely that like any other bilateral international 

treaty, it will only be altered by the agreement of both parties 

(possibly after arbitration). 

 

                                                                                                         
articles and chapters covering the “acquis communautaire”, which all new 
EU members have to sign up to, now runs to thousands of pages, excluding 
Regulations and Directives.  There are probably over 20,000 regulations 
which have direct application to the UK. 
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The EFTA members of the EEA, Norway, Iceland and 

Lichtenstein, are per contra subject to a constantly increasing 

“acquis communautaire” as more regulations are promulgated 

with only minimal consultation and prior notice208. 

 

As a result of the two parallel negotiations, UK-EU and UK-

EFTA, Britain will stand in the same bilateral relationship to the 

EU as Switzerland, and like her will be completely separate 

politically from the EU but be a partner with her in the European 

Free Trade Association. No membership of the EEA is wanted 

or needed: only complete political separation from the EU will 

do after a vote to leave. 

 

11.6  Farming Subsidies 

 

Under Brexit our negotiators should aim for individual farmers 

to continue to receive farming subsidy payments from the EU 

over a three year taper209.  At the end of three years the Treasury 

will be paying all of the £3 billion subsidy out of the £18 billion 

                                                 
208 Norwegian commentators refer to this as “government by email” as they 
are informed of the latest changes in the Single Market. 
209 Prime Minister Cameron (20th March 2016) has assured farmers that these 
payments would continue whatever the Referendum decision. 
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savings not being paid to Brussels.  The Treasury should 

continue to pay the subsidy on present terms, for 3 years, during 

which time the form of the subsidy could be reshaped to suit the 

British farming industry as discussed in Chapter 5.5. 

 

11.7  Fisheries: Recovery of International Rights 

 

Since 1973 Britain’s fish has been regarded as an EU resource 

and treated accordingly.  Leaving the EU will allow Britain to 

re-establish its fishing as a major industry again.  The Merchant 

Shipping Act 1988 would need to be reinstated immediately in 

law as part of a new British Fisheries Act to be deposited at the 

UN.  This Act would reassert Britain’s international right to 

fishing out to the 200 miles limit, or up to the boundary claims 

of other countries bordering the North Sea, as has been done for 

oil and mineral rights, and would be non-negotiable. 

 

In its negotiations Britain could however offer the EU, whose 

North Sea and Irish Sea border states are the Republic of 

Ireland, France, Belgium, Holland and Germany, fishing 

licences broadly consistent with their current catches, and 

subject to UK-EU conservation measures, for a period of 3 
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years.  After this all licences would be reviewed in the light of 

the prior claims of British-owned and crewed vessels.  The 

custom of selling unused quotas to the highest bidder would 

cease.  Unused quotas will be returned to a British fisheries 

authority to be redistributed to British fishermen210 on a first 

refusal basis.   

 

Spanish fishing presents a special case.  Spain has no actual 

right to fish in British waters as defined internationally.  One 

proposal is that three-year licences be offered to Spanish 

fishermen, after which time they should receive licences from 

the EU to fish in the French-Belgian-Irish-Dutch-German 

sections of the English Channel and the North and Irish Seas in 

accordance with their EU Common Fisheries Policy. 

 

11.8  Range of Outcomes: Success and Failure 

 

Given goodwill and a lively sense of economic reality, the 

agreed framework for the Brexit Treaty should be attainable 

within twelve months.  Some more detailed issues may need to 

                                                 
210 I.e. to individual British citizens or businesses with a majority of active 
British employees. 
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be parked with the new UK-EU Council.  Much will depend on 

the skill and preparation of the British negotiators and here a 

significant limitation has to be recognised and addressed. 

 

The British officials with the best knowledge of the EU Council 

(which ultimately, without Britain, will have to approve the 

draft Brexit Treaty prior to its going to the 27 EU member states 

for their approval) will have served in COREPER – the 

Committee of the Permanent Representatives, whose members 

are the ambassadors of the member states and their deputies.  In 

Britain’s case these are appointees of the Foreign and 

Commonwealth Office (FCO).  Besides the FCO staff, there are 

many in the Home Office, the Departments of Agriculture, 

Business, Work & Pensions, and Energy & Climate Change 

who have been continuously engaged on EU Council business 

for many years. 

 

There has however been a long-term view in the FCO that any 

agreement with the EU is better than none, and that conciliating 

opposing viewpoints is all-important.  This must not be the 

guiding view of our negotiators.  There are a number of red 

lines: immigration, regulations, fishing rights, emissions targets, 
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budget contributions, chief among them, which will at most 

allow only negotiation around the length of a taper period (see 

above).  Besides this, the negotiators must recognise that their 

mandate is essentially a democratic one, unlike that of their EU 

counterparts, and the direct interests of the British nation must 

be foremost in their minds. 

 

This being so, it is proposed that the chief British negotiators 

should be appointed by a Parliamentary Committee from an 

open list of applicants – which could of course include members 

of the Civil Service, as well as those from business for 

instance211.  The negotiating team will need to be supported on 

specific issues by officials and others with expert knowledge of 

the issue at hand or the way the EU works – such as COREPER.   

 

The team would report directly to a specially constituted 

Parliamentary European Negotiation Select Committee.  The 

present Parliamentary European Scrutiny Committee would be 

dissolved as it would now have no special function.  Some of its 

                                                 
211 For such key roles of enormous interest to the general public, there is 
much to be said for the final two or three candidates to be examined in public 
as in the US Senate. 
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members could however be on the European Negotiation Select 

Committee. 

 

What will Constitute Failure of the Negotiations? 

 

Imposing tariffs on goods flows from the UK and the EU and 

then vice versa could be tantamount to being illegal under WTO 

rules (Chapter 3.3.1), given the zero tariffs which apply now.  In 

any case, raising tariffs is against the declared views of both 

parties212. 

The difficult points are likely to be over continued EU 

(particularly Spanish) access to UK fishing waters (Chapter 5.6), 

and Britain’s future payments to the EU.  Were these to cease 

altogether and immediately, it would reduce the overall EU 

budget by about 12%.  This would cause major ructions in the 

Eastern European countries, especially Poland and Hungary, 

which are the largest Structural Fund recipients, and in France 

of course through the Agricultural budget. 
                                                 
212 The EU fully signed up to the 2001 WTO Doha 4th Ministerial 
Declaration, Clause 16, on reduction/elimination of tariffs.  In his concluding 
statement to the WTO Conference in Doha (2012), EU Trade Commissioner 
de Gucht confirmed the EU’s commitment to Free Trade, including the 
elimination of tariffs.  For the UK, its stance on tariffs is obvious and 
consistent.  It was after all the founder of EFTA which operates a tariff-free 
area with the EU. 
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The proposed fee of 50% of the EU external tariff notionally 

applied to UK goods (Chapter 10.4.1) plus a three year taper 

down from the present net fee, would go some way towards 

mollifying them. 

 

Britain would of course adhere to the common EU standard for 

British goods sold in the EU, but might wish to tighten standards 

imposed on goods originating outside the EU sold in Britain213.  

We would probably like to impose stricter rules on the treatment 

of livestock being exported  from the UK to the EU or coming 

from the EU to the UK. 

 

Sanctions in the event of looming failure 

 

The chief sanction which can be brought from the EU side is 

delay, through a refusal by one or more member states to ratify 

the Brexit Treaty.  This is at worst likely to be a delaying tactic 

to extract a better deal from the reduced EU Growth Funds or a 

much longer taper than 3 years on say, fishing rights.  It could 

                                                 
213 Of particular significance would be a move to include labelling goods for 
performance, not just with a CE mark, but also wear tests for textiles and 
furniture. 
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though hold up agreement beyond the 2 years which the EU’s 

own rules stipulate. 

 

The British counter sanctions would be to invoke the Vienna 

Convention to remove itself from the EU (Appendix 11.1) after 

three months’ notice, to stop its £16-18 billion gross payment to 

the EU budget214, carry on completing the negotiations to rejoin 

EFTA, and carry on trading with the EU like any other country 

of the world with which the EU does not have a specific trade 

agreement, under WTO rules, with whatever tariffs and quotas 

are applied to other non-EU countries and those they apply to 

EU exports to their countries, which would in this event include 

Britain. 

 

It is difficult to imagine however that negotiations would fail to 

the extent of either side invoking their sanctions.  The WTO’s 

arbitration facilities (Chapter 3.3.1) can always be invoked, as 

they were in the EU-US steel tariffs and the EU-Norwegian anti-

dumping disputes.  Overall though, market imperatives are most 

                                                 
214 Out of which non-payment, it would compensate UK farmers (£3 billion) 
and the existing UK Growth Fund beneficiaries (about £1.5 billion). 
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likely to prevail.  Both the EU and the UK need their trade flows 

with as little hindrance as possible. 



Chapter 12 

255 
 

Chapter 12: Belonging and Democracy 

 

The preface to this book declares that at the Referendum the 

British people will decide between two futures for their 

country215. 

 

One is as a fully independent country Britain, as it had been for 

over 1,000 years up to 1973 when it joined the European 

Economic Community (EEC). 

 

The other is as part of a 28 member European Union of which 

19 of its members in the Euro currency zone are about to 

embark on the final stage of complete monetary and economic 

union, which will mark their next step on to the world stage as a 

single state. 

 

12.1  Will the EU become an independent country? 

 

The definition of an independent country is for its government 

to be the overall decider of all the laws which are applied to its 

                                                 
215 Nothing has really changed in 30 years: see the essay “No Middle Way”, 
1989,  Prosyma Research Ltd, available at www.stephenbush.net or 
www.britain-watch.com. 
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citizens.  This is the criterion used by the United Nations for 

admission to the General Assembly of its 194 states.  No matter 

whether the government is a dictatorship, or a democracy, or 

something in between, and no matter how big or small: the 

deciding question is does it have a government in charge of its 

laws?216 

 

At the present time the European Union is the sole decider of the 

laws of the United Kingdom (and the other 27 member states) in 

all matters of commerce (internal and external); immigration of 

506 million EU nationals; the asylum of non-EU nationals; the 

environment; industry (including health and safety and working 

hours); farming; fisheries; and some criminal matters including 

the European Arrest Warrant.  The (European) Court of Justice 

is supreme over all national courts in these areas of EU 

“competence”. 

 

As noted in Chapters 6 and 9, the EU Commission is currently 

attempting to extend its “competence” into the fields of energy, 

defence and internal security.  If the EU were successful in these 

                                                 
216 See also Article 1 of the Montevideo Convention (1933) on the Rights and 
Duties of States, which codified existing international practice.  Last used in 
the Yugoslavian crisis. 
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three areas, it would undoubtedly claim that being in sole charge 

of all the essential matters that the governments of the 194 

members of the UN deem necessary to be in charge of, qualified 

it for full membership of the United Nations General Assembly.  

It could at some future date even require all 28 EU states to 

combine their present individual UN memberships into one EU 

block membership, as it has already done with their 

memberships of the World Trade Organisation217.  This is the 

practical meaning of the EU’s founding motto “Ever Closer 

Union” – not whimsical, or theoretical as British politicians 

from Edward Heath, Harold Wilson, Margaret Thatcher (even) 

have been variously wont to describe it, but a hard, real fact of 

life, to which in this writer’s 40 year long association with the 

Continental EU countries, every single professional person there 

is signed up. 

 

12.2  Belonging is the essential requirement for Democracy 

 

As Winston Churchill allegedly said, “Democracy is a pretty 

poor system of government, but everything else is worse”.  Most 

                                                 
217 The EU would probably not do this – too much national amour propre 
would be involved.  Instead it would follow the precedent of the Soviet 
Union which had three seats, all voting the same way on every issue. 
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British people would instinctively agree with this sentiment, 

though what they might mean by “democracy” would vary from 

person to person.  Certainly they would include three things: an 

elected government, freedom under the laws passed exclusively 

by their elected representatives, and an independent judiciary; 

independent that is of politicians.  Freedom of expression, and in 

particular of the media (the fourth estate) would be seen by 

many, if not most, as a necessary, imperfect check on the 

potential misdoings of the state. 

 

In a voting-based democracy there is bound to be disagreement 

among its citizens about almost any decision made by the 

elected government.  Democracy can only work, from decision 

to decision, if all its citizens accept those decisions.  For this to 

be true they have to feel they belong in the state, among people 

who feel like themselves on this most fundamental of all 

questions.  The state has to be seen as continuing, not transient, 

like governments of politicians.  A state’s symbols express this 

continuity through its flag and anthem most obviously.  The 

ultimate justification for an hereditary head of state like the 

Queen in Britain, Canada, Australia and New Zealand, is that he 

or she is the living symbol of the continuity of the state, past and 
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present.  Of course, states can evolve and some of its citizens 

can come to feel that, without disavowing their sense of 

belonging and democracy, some of the symbols do not include 

enough of the present and future as compared with the past.  But 

continuity is vital to an individual citizen’s acceptance of the 

decisions of his or her fellow citizens.  Each individual citizen 

must believe deep down that they belong in the continuing state 

before they can easily accept the decisions of other citizens.  

This is the fundamental condition for a functioning democracy. 

 

12.3  Britain’s Democracy 

 

Britain is one such state – one of the oldest in the world, with a 

proven history of conferring its institutions and laws on 51 

members of the United Nations, all former countries of the 

British Empire.  At the end of the Second World War, Britain 

and its principal ally, the United States of America, set up 

governments (AMGOTs) in each of the territories which they 

had liberated from the Germans and the Italians218.  Their sole 

purpose was the restoration of democratic government in those 

territories.  Truly, within the boundaries of humility and 

                                                 
218 AMGOT = Allied Military Government of Occupied Territories. 
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willingness to correct mistakes, Britain and its offspring in 

North America and Australasia (ABCANZ for short) need no 

lessons in the practice of democracy from those they liberated. 

 

12.4  Identity 

 

The essence of identity is where you belong, or believe you will 

belong in the future.  In the Referendum, the British people have 

to make this choice between Britain and the European Union.  

Interestingly, many immigrants to ABCANZ countries from 

outside them are clearer about this choice of identity than the 

people already there.  To be fair though, as the right-hand 

passport shows below, you can apparently at this moment be 

both a British citizen and a European national. 
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Figure 12.1: Passports219 

 

But this is deceptive.  As shown above, in a wide range of 

important matters British people in their legal duties are 

essentially European nationals now, in others, chiefly military 

and judicial, they are still fully British – for now.  Ultimately the 

EU will claim the exclusive loyalty of its nationals as it does 

now for its appointed officials. 

 

That the vast majority of British people don’t feel they are 

European nationals in any serious way, has been shown time 

and time again by polling and, in contrast with our EU 

neighbours, symbolically by the complete absence of the EU 

flag at times of national celebrations organised by the public. 

                                                 
219 Photos by permission of G M Bush 7/3/16 and 31/3/16. 
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While this writer has tried in Chapters 1-10 to present the 

various practical matters of greatest concern to the British 

people as objectively as possible, it is now time to present his 

own deepest convictions on the matter. 

 

Through direct experience of life and attitudes on the Continent 

during 40 years of living and conducting business there, 

including eight happy years bringing up a family in Holland and 

Belgium, whilst working as Research Manager with Imperial 

Chemicals Industries (ICI), I retain many friendly links. 

 

But as the European Union has expanded its role in our nation, I 

am more than ever convinced that whatever our Continental 

neighbours choose to do with their futures, Britain must recover 

the freedom it has enjoyed for over 1,000 years to determine its 

own separate destiny. 

 

We who have conferred self-government 

on so many countries, 

must now by leaving the European Union, 

confer it on ourselves. 
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Epilogue 

 

Up to Chapter 12 this book has been about hard-headed realities 

which may incline the reader to vote to leave the EU or remain 

in it.  Chapter 12 is different: it is about belonging – where do 

individual British people feel they belong?  Who claims their 

loyalty – their present country, the United Kingdom, an ancient 

state, or another country, the European Union, which is 

becoming a state, and when it becomes a state will claim their 

loyalty. 

 

In the debates about this choice, it is clear to all commentators 

that there is an even more passionate feeling abroad, even than 

belonging and this is “freedom”.  Freedom from fear of arbitrary 

arrest and imprisonment and the other protections in the various 

declarations of human rights for sure – but above all freedom to 

govern ourselves, by laws passed exclusively by those elected to 

Parliament. 

 

Self-government has been an instinct among the Anglo-Saxon 

peoples for a long time.  After the brutal rupture in 1776 with 

most of her American colonists, the English resolved never to 
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try to impose on her own people overseas a form of government 

they didn’t want.  As a result, the scattered communities of the 

British Empire in North America and Australasia have 

gradually, under the Union Jack - the flag of freedom, moved 

with little or no strain to become the great independent 

countries, Canada, Australia and New Zealand we see today. 

 

But freedom has its enemies and it is decidedly not a gift from 

nature220. 

 

At the age of 39, Major Frederick Tilston of the Essex-Scottish 

Regiment of Canada, was awarded the Victoria Cross for the 

utmost valour and devotion in the bitter battles in the 

Reichswald of March 1945, where he lost both legs barely two 

months before the end of the war in Europe.  Like all the 

soldiers from the Empire, Fred Tilston was a volunteer 

determined to defeat the threat to freedom by fighting for it. 

 

                                                 
220 Per contra J J Rousseau said “Man was born free but everywhere he is in 
chains”. 
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In later life, Major Tilston commented that Freedom “must be 

earned by a whole people and fought for by all who share in its 

glorious benefits”221. 

 

The objective of this book is to set Britain on a course that will, 

as he says, engage our whole people in the battles of the future, 

not military, one devoutly hopes – though we are a martial 

people - but economic, social and cultural.  Especially must we 

imbue the rising generation with the hope and determination 

which Major Tilston showed so movingly in the 47 years of his 

life after he lost his legs. 

 

As another warrior put it222, no longer young, but with his 

greatest days ahead of him, the world was “made to be wooed 

and won by the young”. 

 

 

 

-oo000oo-

                                                 
221 Kingsley Ward and Edwin Gibson, (1988) “Courage Remembered”, 
HMSO, ISBN 011 772684 Z 
222 Winston S Churchill (1931) in “My Early Life” ISBN 0 7493 0202X. 
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Appendix 3.1:  

 

 

 

 

The Role of public procurement in securing markets 

for British goods  

 

There are many goods from the seemingly simple, like pencils, 

to the complex like steam turbines, which Britain doesn’t make 

in quantity any more (but Germany does – Staedtler, Siemens).  

Awarding long-term contracts to one or more education 

Leopards, say, for things regularly bought for a particular 

market, will allow the required manufacturing investment to be 

made, secure in the knowledge that the market will be there in 

20 years’ time.  Likewise the long-term programme for nuclear 

power in Appendix 6.1 will encourage the needed long-term 

investment in a new British Nuclear Construction Company and 

a new British Steam Turbine Company. 
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Appendix 6.1: Building Nuclear Power Stations 

 

Few British people, and not a few foreigners can be anything but 

amazed at the efforts deployed by the British government to find 

someone to build its wished-for nuclear power stations. 

 

As described above (Chapter 6), British energy “policy” has 

been in thrall to the green lobby, who have until very recently 

been opposed to nuclear power on principle, many being CND 

supporters, wilfully confusing nuclear bombs with nuclear 

power, and in any event having more or less zero interest in 

Britain’s economic future and the welfare of its people.  All the 

English-speaking countries are infested with green groups, but 

while there are sensible measures of conservation and recycle to 

be taken, only in Britain has the green lobby managed to get 

passed into Law a Climate Change Act which has such hobbling 

and costly effects on the nation. 

 

What is truly amazing is that British politicians are so incapable 

of a robust repudiation of the green blob (as Owen Paterson, 

former Secretary of State, describes it – see Chapter 6 above) 



Appendix 6.1 

268 
 

and the short-sighted views of the City223.  One lobby says we 

shouldn’t build nuclear reactors; the other says we can’t build 

them at a profit.  Successive governments of all political hues, 

but of essentially the same group think, have turned in despair to 

the French, in the form of state-owned Electricité de France 

(EDF) who acquired our 8 nuclear stations at a long-term knock-

down price, to build two 1.6 GW reactors at Hinkley Point in 

Somerset on the site of one of the closed-down Magnox stations. 

 

Now that the price has gone up to £18 billion (or £5.6 million 

per MW), largely because EDF have no real controls over the 

building of the unproven Areva EPR reactor (also French)224, 

the Chinese are being brought in to provide undisclosed sums of 

money to rescue the project, their reward being the right to build 

an entirely Chinese nuclear plant at Bradwell in Essex, the site 

of another closed Magnox power station. 

 

As envisaged, the Secure Energy Strategy (SES) requires about 

25 GW of new nuclear capacity (around 22 reactors of the 
                                                 
223 Some are changing though, the insurance company Legal & General led 
by Dr Nigel Wilson for one. 
224 The EDF/Areva project in Finland is now 3 years behind and costs have 
risen to 2.5 times the original budget.  There is a similar story for the Areva 
reactor in France.  Areva went bust at the end of 2014. 
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Westinghouse AP 1000 Type225) to be built over the next 30 

years out to 2045.  Such a programme needs to be undertaken by 

a permanent British company, British Nuclear Energy 

Corporation (BNEC), set up for the purpose and underwritten by 

the British government.  Pension Funds and Insurance 

companies like Legal & General, who have recently expressed 

an interest in long-term infrastructure projects, would be invited 

to subscribe to the equity, power station-by-station over the 30 

years.  Perhaps only £3-4 billion will be needed to build the first 

AP 1000 type, two of which are up and running in the USA.  So 

the sensible financial structure is to have a nominal capital of 

£50 billion, only £4 billion of which is issued at the start. 

 

The huge and decisive advantage of such a long-term 

programme is that of learning by improvement (Chapter 5).  

Korea has demonstrated that the fourth of its series of nuclear 

power stations is 25% cheaper than the first, which is a well-

understood feature of sequential building of the same design, 

completely at odds with the British habit of building one-offs at 

                                                 
225 The Pressurised Water Reactor (PWR) at Sizewell B is the grandfather of 
the present AP 1000. 
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lengthening intervals of time, so the prices per MegaWatt go up 

by 25%, not down. 

 

Could such a desirable arrangement be undertaken, under EU 

state-aid and competition rules?  Possibly, but only after time-

consuming negotiations, as with Hinckley Point only more so. 

 

Small Reactors 

 

By “small” is meant 200-400 MW reactors, i.e. about one-third 

of the AP 1000 design.  Rolls Royce has built 30-50 MW 

reactors for the Royal Navy’s nuclear submarine fleet from the 

beginning, starting with Polaris missiles in 1969.  These are of 

course built inside factories.  Rolls Royce has now apparently 

looked into building rather larger reactors for civil use in power 

stations, but retaining the advantages of in-house manufacture 

and assembly.  Actually at say 300 MW, it may not be so 

different from what happens now.  Rolls may find the safety 

requirements for civil reactors are greater than for military ones 

and the planning issues likely to be much more onerous.  As 

with the protection of coasts and rivers (Chapter 6.4) the key 

will be the long-term programme concept, enabling companies 
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such as Rolls and Westinghouse to “learn” and retain design 

staff over a career-long period. 
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Appendix 11.1 

 

Vienna Convention 

 

The Vienna Convention on the Law of Treaties [VCLT] was 

adopted by the United Nations on May 22nd 1969, and came into 

force on 27th January 1980.   

 

Article 62 of the VCLT provides for withdrawal from a treaty if 

there has been a ‘fundamental change of the circumstances 

which constitute an essential basis for the consent of the parties 

to be bound by the treaty’.  Clearly a national referendum which 

repudiates Britain’s membership of the EU and the obligations 

attaching to membership is just such a ‘fundamental change’. 

 

Articles 65-68 of the Convention set out the procedures for 

withdrawal.  Of particular note is Article 65 which specifies a 

minimum of only three months’ notice of withdrawal.  

 

The VCLT makes clear that the negotiations are to be concluded 

between the signatory states, not derivative bodies set up or 
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endorsed by the treaty like the EU Commission and the 

European Parliament. 

 

The preamble to the EU Lisbon Treaty clearly states that it is a 

treaty between states and not a constitution as asserted by some.  

Under the VCLT there is an implied provision for the case 

where some signatories won’t agree.  This provision could be of 

great significance should some EU member states refuse to sign 

a new UK-EU Treaty or cause delay by referring it to the 

European Court of Justice under Article 218 (11) of the TFEU. 
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Appendix 11.2 

 

The EFTA Convention as at 1st July 2013 

 

There are 30 A4 pages containing 59 Articles with 34 Annexes.  

In addition there are 28 Trade Agreements with third parties, 

including the EU.  The two leading members of EFTA – 

Norway and Switzerland – have individual agreements with the 

EU, including their individual financial contributions to the EU 

budget.  Article 2 below gives the Association’s Objectives. 

 

CHAPTER 1: OBJECTIVES 

 

ARTICLE 1    

 

The Association 

 

An international organisation to be known as the European Free 

Trade Association, hereinafter referred to as “the Association”, 

is hereby established. 
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ARTICLE 2 

 

Objectives 

 

The objectives of the Association shall be 

 

(a) to promote a continued and balanced strengthening of 

trade and economic relations between the Member States 

with fair conditions of competition, and the respect of 

equivalent rules, within the area of the Association; 

 

(b) the free trade in goods; 

 

(c) to progressively liberalise the free movement of persons; 

 

(d) the progressive liberalisation of trade in services and of 

investment; 

 

(e) to provide fair conditions of competition affecting trade 

between the Member States; 
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(f) to open the public procurement markets of the Member 

States; 

 

(g) to provide appropriate protection of intellectual property 

rights, in accordance with the highest international 

standards. 
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