1. What is the EU
The European Union (EU) is a political and economic union between 28 European countries
founded on November 1st, 1993. The EU was created in the aftermath of the Second World War.
The first steps were to foster economic cooperation: the idea being that countries that trade with
one another become economically interdependent and so more likely to avoid conflict. The
European Union is currently the largest economy in the world, by GDP standards, boasting a
21% share of the global economy and is also the largest exporter and importer of goods
worldwide.
Although it was initially created to sustain peace and build economic ties, the EU has evolved
into a political union as well. The EU is governed by three bodies (The European Parliament, the
EU council, the European Commission) and is based on the rule of law (its actions are founded
on treaties, and is all democratically agreed).
The advantages of belonging to the union for citizens extend to travel, living, and free trade. This
is enabled by the single market, which grants more employment and development of resources.
This single market is based around the euro, which was instated by the monetary union in 1999.
The euro is used by 19 member states of the Eurozone. The euro is intended to further promote
the single market of the European Union by eliminating exchange rate dilemmas, providing price
transparency, and creating a single financial market. The euro is also seen as a political symbol
for integration among the members of the Union. With a common currency the members can
strive to work collectively on economic issues. The
Eurozone is governed by the European Central Bank (ECB).
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2. Brexit Case Study
The world will never be the same again. In a stunning referendum, the UK voted 51.9 %-48.1%
in favour of leaving the 28-naDon European Union aGer 43 years. This sent global markets into
a tailspin. They lost $2 trillion of value worldwide and sent business leaders into crisis meeDngs.
This also triggered David Cameron's decision to exit as the Prime Minister of Britain. With
extreme right-wing politicians across Europe demanding their countries break away too, this is
seen as a Dde of rising naDonalism, economic angst, anDimmigrant senDments and
protecDonism. Brexit led to a crash in global markets, the pound fell close to 11%, down to its
31-year low against the dollar. The GBP also fell against EUR for a similar amount. FTSE 100
the leading market index in the UK fell and 4 major commercial property funds put a halt to
withdrawals. The la[er in parDcular resulted in a clear and chilling message with prime
commercial properes in London losing about 20% of market value overnight. To iniDate Brexit,
Britain is first required to trigger Section 50 which is effecDvely a noDce to the EU to exit EU.
The noDce period is two years when the UK formally exits the EU. Only then can the UK agree
on revised trade relaDonship with the EU. Some EU member countries will lobby hard to ensure
that the UK does not receive favourable trade deal. In part this will be to signal to other member
countries that exiDng the European Union carries a heavy if not crippling price. Therefore, fuller
impact of Brexit can only be assessed over a longer Dme period.
3. Trade within Europe
After the UK’s formal verdict to leave the EU is noDfied to the European body of EU leaders,
arDcle 50 of the Lisbon treaty will come into effect. ArDcle 50 sets a two-year Dme period to
renegoDate a new legal basis for Britain’s trade relaDonship with the EU. These discussions will
need to consider and outline the framework for the import and export of goods (like cars and
food) and the basis for conDnued trade services (like legal and financial services) to and from the
EU. Moreover, negoDaDons must include proposals and decisions on other important aspects
like passport controls, customs procedures and regulaDon on ma[ers such as environmental,
health and safety standards. All of these directly impact trade. Post-Brexit effects which reduce
trade or increase the cost of trade between the UK and the rest of EU will be detrimental for
both. The EU is a more important trade partner for the UK than the UK is for the EU. But UK’s
demand of goods is significant in macro terms for many EU naDons. The UK runs large bilateral
deficits against several member countries. • UK contributes about 1/6th of the total EU economy.
1/10th of EU exports go to the UK, whereas half of UK exports come to the EU. However, this
disparity in the trade relaDonship is such that the UK is a vital source of demand for the EU. The

UK’s trade deficit with the rest of the EU has grown considerably in recent years. In value terms
the trade surpluses with the UK are concentrated in a small number of countries, notably
Germany, which exported €78bn to the UK and imported €50bn. However, the trade surplus
with the UK is significant to many countries. This surpasses 1% of GDP in Belgium, Hungary,
Netherlands, Poland, Czech Republic, Latvia, Lithuania and Slovakia. • The importance of the
UK in internaDonal supply chains is parDcularly concentrated in a small number of sectors. In
2009, the UK exported almost $54bn of business and financial services into the supply chains of
other countries, with companies in other EU countries accounDng for a large proporDon. At the
same Dme the UK exported over $30bn of mining and chemical products and $20bn in the
transport, telecom, and wholesale and retail sectors in internaDonal supply chains.
4. Trade Policy of EU with the Rest of the World
The European Union has a liberalising approach to trade policy, reforming labour market,
standardising and simplifying tax codes due to UK’s influence. The UK has put top-level
poliDcal weight behind trade negoDaDons. Top ranking Ministers are ones that headed the
Brexit campaign. BriDsh people, European ciDzens and the world in general is going to keep a
close eye on progress in this regard. The onus is on the government to obtain a favourable deal
for the UK but for Europe to ensure that UK gets no more than a fair deal. • The EU’s topmost
trade primacies are the TransatlanDc Trade and Investment Partnership (TTIP) with the US and
the Economic Partnership Agreement (EPA) with Japan. But the EU is not the top trade priority
for either the US or Japan, who are preoccupied with negoDaDng the Trans-Pacific Partnership
(TPP). The future of TTIP looks increasingly in doubt with growing protests across the EU. • EU
GDP would fall by 15% without the UK. While the EU shall remain an a[racDve trade partner,
its a[racDveness will be greatly reduced as a trade desDnaDon. The external trade of the EU 27
would be 15% of the global trade compared to 4.3% of the UK. • With China, the EU may turn
out to be a tougher negoDaDng partner. It may be able to extract a good deal without the UK, as
UK would condemn rushing to negoDate, without obtaining prior commitments. • The UK
leaving the EU may change the balance of trade in favour of more acDve use of trade remedies.
Some industries welcome this and regard trade remedies as a legiDmate means to counter unfair
compeDDon; this would disadvantage consumers and firms that rely on imported intermediates,
mostly from emerging markets.

5. Current key socio-economic goals of Germany
The current ruling party, CDU, led by Angela Merkel is a centre-right party. One of its
trademarks is its pro-European position. Merkel is a strong supporter of the EU and the collective
potential of Europe.
Keeping up with the theme of international cooperation, Germany has been trying to increase
Foreign Direct Investment and generally trying to improve domestic demand through building
local industries. To achieve this, Germany has been trying to improve infrastructure and
education and using these supply-side policies to improve potential for growth.

In contrast with most right wing parties, the CDU is surprisingly helpful to workers and trade
unions, even encouraging them. This is because of the centrist aspect of CDU, the general leftwing nature of German voters and the relatively improving state of the SPD.
As can be seen, German’s current goals are a mix of both left wing and right wing policies and is
based around egalitarianism but also economic growth of not only Germany but Europe.
6. Maintaining and Building Economic structures
The largest gap after a German Exit would be the aforementioned currency. The Bundestag
would have to figure out how the Mark would work, especially in relation to Euros. They’ll have
to build systems to make sure that the money flow builds up fast otherwise their economic
growth will crash. They also have to make sure that people are not inconvenienced and the
change in currency happens quickly and swiftly.
Germany would also try to fix its trade structures and foreign investments. Exiting the common
market, if the Bundestag decides to do so, would mean that Germany would have to incentivise
investment which would be difficult with the uncertainty and the lack of the Common Market.
To keep in sync with its long term goals, Germany would have to maintain its more local
structures of healthcare and trade unions which is more impactful to common people. However,
this could be difficult because of the lack of support from the EU. The EU also provides plenty
of support int terms of technology and development, along with things like consumer safety.
These structures will have to built up, some from the beginning which is another large challenge
because a lack of these could cause a destabilisation of the nation.
7. The Economic Effects of the EU
1.
EU is one of strongest economic areas in the world. With 500 million people, it
has 7.3% of the world's population, but accounts for 23% of nominal global GDP.
2.
Free trade and removal of non-tariff barriers have helped reduce costs and prices
for consumers. Increased trade to the EU creates jobs and higher income. Over 52% of
UK exports are to the EU. Trade within the EU has increased 30% since 1992.
3.
Over ten years (1993-2003), the Single Market has boosted the EU’s GDP by
€877 billion.
4.
The red dotted line shows estimated GDP if the country had not been a member of
the EU. This shows that even more prosperous EU countries, such as the UK have
benefited from higher GDP as a result of being in the EU.

5.
Removal of customs barriers mean 60 million customs clearance documents per
year no longer need to be completed, cutting bureaucracy and reducing costs and delivery
times

6.
Countries in the EU, are amongst the highest positions in the Human
Development Index (HDI)
7.
Poorer counties, such as the PIIGS region, have made significant degrees of
economic development since they joined the European Union. Some reports claim there
has been a gain in per capita GDP of approximately 12% for poorer countries.
8.
The European Union has attracted greater inward investment from outside the EU.
Inward investment grew from €23 in 1992 to €159 in 2005.

8. Disadvantages of EU membership to UK include:
1. Cost UKIP claim that the cost of EU membership in total amounts to £83bn gross if you
include all possible costs, such as an ‘estimated’ £48bn of regulation costs – or £1,380 per
head.
2. Inefficient policies. A large percentage (40%) of EU spending goes on the Common
Agricultural Policy. For many years this distorted agricultural markets by placing minimum
prices on food. This lead to higher prices for consumers and encouraging over-supply.
3. Problems of the Euro. Membership of the EU doesn’t necessarily mean membership of the
Euro. But, the EU has placed great emphasis on the single currency. However, it has proved
to have many problems and contributed to low rates of economic growth and high
unemployment across the EU.
4. Pressure towards austerity. Since 2008, many southern European countries have faced
pressure from the EU to pursue austerity – spending cuts to meet budget deficit targets, but in

the middle of a recession these austerity measures have contributed to prolonged economic
stagnation. In particular, Greece was forced by its creditors to accept austerity, when some
economists have argued this is counter-productive.
5. Net migration. Immigration has helped to push up house prices and led to congestion on
roads.
6. More bureaucracy less democracy. It is argued that the EU has created extra layers of
bureaucracy whilst taking away decision making process further from local communities. For
example, the British Chambers of Commerce has estimated that the annual cost to the UK of
EU regulation is £7.4bn.

9. Process of Leaving the EU

Member states have the power to withdraw from the EU under Article 50 of the Treaty of the
European Union, which states that:

1.

“Any Member State may decide to withdraw from the Union in accordance with its own
constitutional requirements.

2. A Member State which decides to withdraw shall notify the European Council of its
intention. In the light of the guidelines provided by the European Council, the Union shall
negotiate and conclude an agreement with that State, setting out the arrangements for its
withdrawal, taking account of the framework for its future relationship with the Union.
3. The Treaties shall cease to apply to the State in question from the date of entry into force
of the withdrawal agreement or, failing that, two years after the notification referred to in
paragraph 2, unless the European Council, in agreement with the Member State
concerned, unanimously decides to extend this period.
4. For the purposes of paragraphs 2 and 3, the member of the European Council or of the
Council representing the withdrawing Member State shall not participate in the
discussions of the European Council or Council or in decisions concerning it.
This system gives a negotiated withdrawal, due to the complexities of leaving the
EU(particularly concerning the euro). However, it does include in it a strong implication of an
independent right to withdraw. This is shown by the fact that the state would decide "in
accordance with its own constitutional requirements" and that the end of the treaties' application
in said state is not dependent on any agreement being reached (it would occur after two years
regardless). The remaining members of the EU would also need to undertake negotiations on
how to make the necessary changes to the EU's budgets, voting allocations and policies.

