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I recommend our diplomats and ministers read this book: it will provide them with an intellectual backbone.

On the big calls [Bootle] has a spectacularly good record. He warned about the bubble in US real estate which led to the credit crunch. Earlier, he forecast the collapse of the dotcom boom. Most creditably of all, back in 1992 he identified that the pound would be forced out of the ERM – and that this would be a good thing for the British economy.

—Dominic Lawson, The Sunday Times

Bootle is right on every count.

—Larry Elliott, The Guardian

Bootle writes with energetic prose and makes some good points. He is an accomplished economist whose The Trouble with Markets provided a penetrating analysis of the origins of the financial crisis. In this book he maps out a fresh start for UK–EU relations.

—Financial Times

An outstanding, grown-up account of the failures of the European Union. Bootle is certainly no little Englander, but his argument is calm, conversational, rigorous and – quite remarkably for an economist – entirely free of bafflegab. Engaging and absorbing, here is an eye-opening book that will inspire you to think through the issues clearly – without starting a saloon-bar brawl.

—The Daily Telegraph

Roger Bootle perceptively analyses how we can most sensibly conduct ourselves outside the EU. It is essential background reading.

—Rt. Hon. Nigel Lawson, former Chancellor of the Exchequer

As I have come to expect from Roger Bootle, he gets to the heart of the matter with crystal-clear analysis and punchy comment.

—Jeff Randall, Sky News business presenter

Brilliant, albeit radical solutions. One of the most thoughtful accounts that I have yet read about the European question.

—Independent on Sunday

Here it is – a book for every faint-heart who thinks this country could never prosper outside the European Union. A timely and balanced analysis.

—Boris Johnson, former Mayor of London

Roger Bootle’s well-informed and rigorously-argued book brutally exposes the problems besetting Europe and Britain’s position.

—David Marsh, Co-chairman of OMFIF, and author of Europe’s Deadlock

Roger Bootle manages to weave the economic, political and diplomatic aspects into a compulsively readable analysis which should be of engrossing interest to europhiles and eurosceptics alike.

—William Keegan, Senior Economics Editor, The Observer, and author of The Prudence of Mr. Gordon Brown

This is a credible plan for life outside Europe and deserves to be widely read.

The Week – Business Books of the Year

A timely and balanced analysis, driven not by ideology but by rational economic analysis. It provides a chronological context, pursues some historic comparisons and concludes with a variety of options both for the EU generally and the UK specifically. Bootle recognises that the political will of the elites is never sufficient to overcome economic reality and the voice of the people.

—Gisela Stuart, former Labour MP for Birmingham Edgbaston – Bartley Green, Harborne and Quinton

[Roger Bootle] has a distinguished (and, for an economist, unusual) record of being right on the main issues – famously predicting in 1990 that the financial climate in Europe and North American would face ‘the death of inflation’.

—Andrew Hilton, Director, Centre for the Study of Financial Innovation

This is an important book. Anyone who wishes to debate this issue seriously will have to read it. Bootle has done the world a service.

—John Llewellyn, Llewellyn Consulting and former Chef de Cabinet to the Secretary-General, Organisation for Economic Co-operation and Development
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Preface to the Fourth Edition

Since the third edition of this book was published in 2016, several important aspects of the subject have taken a new turn – although nothing has happened to undermine the book’s main thrust. Most importantly, the UK voted to leave the European Union and up to two years of negotiations lie ahead. Those negotiations could be made all the more difficult by Mrs May’s failure to secure an overall majority in the General Election of June 2017.

Added to this, many observers reckon that because a majority of Scottish voters opted to remain in the EU, even after the Scottish Nationalists’ weakened performance in the 2017 General Election, at some point there will be a second referendum on Scottish independence. Similarly in Northern Ireland, where a referendum on leaving the UK and forming a united Ireland seems a distinct possibility. So after the Brexit vote, the UK could soon be losing Scotland, or Northern Ireland, or both. In that case, British voters would have brought about the severing of not one union but two.

Yet that is not all. Europe was in turmoil before the UK’s referendum on 23 June 2016. The Brexit vote merely intensified the crisis. The UK’s exit brings to an end over sixty years of one-directional travel in which the EU became bigger and more powerful, while the role and importance of nation states receded. With the Brexit vote, nationalism has come roaring back, like an incoming tide.

Until fairly recently it was widely assumed that euroscepticism – at least the red-meat variety – was largely a British phenomenon. But that is clearly no longer true. Eurosceptic parties have substantially increased their popularity in France, Italy, the Netherlands, Austria, Spain, Portugal and Greece. Even in Germany, the anti-euro party, the Alternative für Deutschland (AFD), has risen from nowhere to be on the brink of gaining some seats in the Bundestag.

Over and above the litany of stories about EU incompetence, corruption and bossiness that have been bubbling up for years now, as envisaged by earlier editions of this book, there have been two main factors that have given euroscepticism a strong boost: the evident failure of the euro and intensified concern about inward migration and the free movement of labour within the Union. 

The euro did not follow the path to self-destruction that seemed scripted for it in 2012, when Greece was very nearly forced out. But thereafter the eurozone, if not dead, was in the category of the walking wounded. An economic upturn in 2016/17 brought some respite but there was no real recovery in Italy or Greece, with the result that their financial problems continued to grow. 

Meanwhile, France continued to lose ground relative to Germany and other core countries. Increasingly, the markets came to wonder whether France should be regarded as part of the soft, Latin underbelly of the euro, rather than part of the Teutonic, northern, hard core. And in that core – in the Netherlands, Germany, Austria and Finland – there was growing anxiety that they were severely at risk from the southern countries’ weakness, as their financial exposure to them continued to build. 

To survive, the euro needs more integration and the further pooling of risk and financial resources. This is perfectly understood by the new French President, Emmanuel Macron. But whether the electorates of Northern Europe are prepared to accept further integration is a different matter. Germany is the main stumbling block. 

Heightened anxiety about freedom of movement for citizens of the EU is a fairly recent phenomenon. That freedom is deeply embedded in the EU and goes back to the Treaty of Rome. For the first few decades electorates did not turn a hair about free movement. 

Two things changed this – one self-inflicted and the other deriving from powerful forces outside the Union. The self-inflicted change was the extension of the Union to the east to include former members of the Soviet bloc, in two main waves in 2004 and 2007, with Croatia also joining in 2013. Because these countries were much poorer than the existing members of the Union, it was likely than there would be a large one-way flow of people from east to west. This is indeed what happened.

The powerful force from outside was the collapse of several states in the Middle East that led to tragic waves of refugees trying to enter the EU. Many entered the Union illegally but the German Chancellor, Angela Merkel, welcomed 1 million refugees. Meanwhile, a series of terrorist outrages across Europe prompted an upsurge of anti-Islamic sentiment that grew to encompass all immigrants of whatever religion or ethnic background. 

These two problems go right to the heart of the EU’s identity crisis. Is the EU on course to become a United States of Europe? And what is Europe anyway? Given its Judaeo-Christian heritage, can Europe be Europe if it includes a large number of Muslims? Already the resulting strains have been so great that the Schengen Agreement on passport-free travel across much of Europe has come close to collapse. This is potentially the second major reverse for the European project.

So you could say that the EU now faces its most serious crisis ever as four challenges come together at the same time: the prospective exit of one of its largest members, the breakdown of the Schengen Agreement, the continued fragility of the euro and the gathering unpopularity of the Union among European electorates. Furthermore, these threats are related; a shock emanating in any of these four spheres risks setting off a chain reaction involving the other three. Truly, we are living through The Trouble with Europe. 

In this fourth edition, I have not only updated facts and figures where necessary but also brought in a large amount of new material in six new chapters in two new Parts, III and IV. Part III is devoted to Brexit. Part IV is about the future of the EU. 

I was fortunate to receive a good deal of praise for earlier editions – as well as a few well-argued, and well-deserved, critiques, from which I have tried to learn. But three criticisms have riled me. One is that I am wishy-washy in my conclusions. Apparently, I seem to think that there are both advantages and disadvantages to leaving the EU. Not only that, but when it comes to quantifying various costs and benefits, although I quote a lot of numbers, I am reluctant to come down on a hard-and-fast figure for the net result. Indeed, I stress that so many of the factors that bear on these issues are uncertain. Heaven forfend. And to think I considered my balanced approach a virtue!

At the polar opposite, another critic complained that although I acknowledge these uncertainties, I nevertheless conclude that the UK can make a success of life outside the EU. Without certainty and precision, they say, this is a leap in the dark and they are aghast that I could possibly endorse such a thing. Well I never! As though uncertainty does not bedevil our choices and actions if we decide to stay in. I never cease to be amazed by the difficulties people get into over uncertainty. I wonder how they cope with everyday life. I make no apologies for my attempt to be even-handed and to acknowledge the difficulties, dangers and uncertainties – nor for my decided position, despite the impression about key magnitudes, on what is the best way forward. 

The third strand of criticism I could find hurtful if it were not so ridiculous – and also so revealing. In debates and discussions about the EU, many times I have been opposed by people who begin by asserting their difference from me by saying they are ‘pro-European’. By extension, I suppose, I am ‘anti-European’. That is news to me. On one occasion when I was extolling the virtues of British political institutions and criticizing the EU’s equivalents as being essentially undemocratic and brittle, I was even accused of being a racist!

It is extraordinary that people have become so brainwashed by the current pro-EU consensus that they cannot distinguish between an identity, culture and civilization on the one hand, and a particular set of political arrangements and institutions on the other. If I needed something to goad me into renewing my critical assessment of the EU and all its works, this has provided it.

As it happens, I didn’t need it. The issues that form the subject matter of this book are, if anything, more alive than when I wrote the first edition. In short, Europe is in turmoil and its future lies in the balance. What is more, you, the reader, in whatever country you reside, may have a key role to play in shaping that future. My purpose in writing this is to help you play that part to the fullest extent – as someone who is well informed on key issues and aware of the consequences of the EU’s future going one way or the other. An author could not wish for a better incentive. 

Roger Bootle

London, August 2017 


Introduction: The Trouble with Europe

The European Union is at a decision point. The objectives with which it was launched and the logic of existing relationships are pushing it towards full political union – some sort of United States of Europe, or at least of the eurozone. In other words more Europe; deeper integration. This is in tune with the thrust of the EU’s historical development and with the EU’s past success. 

But the EU is a malfunctioning construct for today’s world – and even more so for tomorrow’s. It needs either to undergo fundamental reform or to break up. It was conceived in a world of large blocs, dominated by the Cold War rivalry between the United States and the Soviet Union and before globalization and the rise of the emerging markets. Its agenda of harmonization and integration inevitably leads to excessive regulation and the smothering of competition. This is largely why, in contrast to the prevailing view that the EU has been an economic success, its economic performance has in fact been relatively poor. 

What is more, if nothing changes, the EU’s share of world GDP is set to fall sharply and with it Europe’s influence in the world. Yet to the European establishment that is exactly what integration is supposed to prevent. Meanwhile, the EU is becoming more unpopular; most people do not want to press on to a full political union; and increasing numbers of its citizens want to leave the EU altogether. One way or another, Europe faces some extraordinary challenges. It seems clear to me that European integration is the great issue of our day and that so many other issues hang on its outcome. That is why I felt I had to write this book. 

My perspective is that of an economist, and a British one at that. As such, I could be criticized for under-emphasizing political aspects. Yet I recognize that in this instance politics and economics are closely related, as they often are. In this book I put politics at the forefront. My argument is that the EU’s tortured politics produce poor economic performance. The best example is the formation of the euro, which was undertaken for political reasons intrinsic to the European project. It has turned out to be an economic disaster. 

As a British citizen, I am bound to be attacked in Europe as being yet another little Englander, harking back to the past and railing against developments on the continent, congenitally predisposed against them – while failing to understand them properly. However, this book is not motivated by any sort of animus against Europe; quite the opposite. Like many British people, I feel both British and European. Indeed, despite the close links between Britain and America, whenever I go to the US I feel more European. The culture I love is European – its food and its wine, its history and its buildings, its literature and its art and, for me, especially its music. It is precisely because I am so much of a European, and because I desperately want Europe to succeed in the world, that I take issue with the EU as it is currently constituted. For me, the EU is the most important thing that stands between Europe and success. 

Naturally, I have written this book hoping that many of my fellow citizens will read it. Nevertheless, it is not written especially for British readers. It tries to take a European perspective and in the process reveals some of the mistakes and foibles of the typical British eurosceptic position. 

Different audiences may be shocked by some of what I have to say: eurosceptics in Britain and elsewhere may be appalled by my sympathy and admiration for some of what the EU has achieved; continentals of all persuasions may be surprised and appalled to learn of the EU’s relatively poor economic performance and disappointing prospects; continental readers especially may also be intrigued by my verdict that the EU’s prospects would be better if the euro were disbanded; and readers everywhere should be surprised by the emphasis I place on the importance of competition between governments in generating successful political and economic outcomes. 

Although, as an economist, I give economic factors full weight, I do not write for professional economists but rather for the general reader. To this end, I have tried to keep the use of technical terms to a minimum. For the reader’s convenience, I have included a glossary of terms and acronyms at the back of the book. I have also kept notes on the text to a minimum and confined these to the back. 

The aim of the book is to inform all those who may be called on to contribute to a decision about Europe’s future, or their country’s part in it, about how Europe stands in the world, how the EU’s institutions contribute to that standing and what Europe’s prospects are, with or without the EU. When looking for material to help them come to a view, many people find only the ravings of extremists on both sides of the debate, wads of incomprehensible statistics, or oodles of impenetrable euro-speak.

In contrast, my aim is to give a balanced and comprehensible account of the EU’s development and of the issues now facing it. So this is not a polemic. 

Readers may be interested to know that in the 1975 referendum I voted to Remain. Moreover, I continued to support EU membership until comparatively recently. Indeed, when I started work on the first edition of this book in 2013, I was still in favour. During the course of my research, however, I became steadily more eurosceptic. And in the 2016 referendum I campaigned for ‘Leave’. This book traces the intellectual journey that I made over these years. Perhaps many of my readers will find themselves taking a similar journey as they move through the chapters towards my conclusion in Chapter 11. 

Part I of the book is about political, institutional and ideological issues. Chapter 1 explains how the EU came to be what it is, the guiding beliefs of those who forged it and the motives of countries that have wanted, or still want, to join it. Chapter 2 explains, however, that what the EU has become makes it ill-suited to current economic and political realities and shows how this tends to lead to bad decisions, which produce poor economic performance. 

Part II is devoted to economics. Chapter 3 analyses the EU’s economic record and shows how and why it has been disappointing, while Chapter 4 analyses one of the EU’s worst decisions, namely to launch the euro, and discusses what policies could relieve the EU’s economic predicament. In contrasting vein, Chapter 5 looks at the EU’s economic prospects if nothing changes and argues that the outlook is for continued relative European decline. 

Part III is devoted to Brexit. Chapter 6 discusses the principles governing the negotiations; Chapter 7 analyses the Single Market, the Customs Union and Free Trade Agreements (FTAs); Chapter 8 examines the effect on particular industries and assesses the overall impact on the UK economy.

Part IV is devoted to the political future of the EU. Chapter 9 asks whether the EU could successfully reform itself, whereas Chapter 10 discusses whether ‘more Europe’ is the answer to its problems. Chapter 11 discusses the consequences for Europe and the world if the EU were to break up. 

But the place to start is surely with the origins of the EU – and the ideas that underpinned its development. 
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