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The economic advantages of EU member ship

A question comes in through the website: “Genuinlelyant to embrace the EU, but | don't
trust it. I'm a capitalist, I'm proud of the UKmI'not a socialist and | think that far too much
money is wasted on the agricultural CAP in the Blhat's in it for me?”

There is lots of material available that discugshesange of benefits that Britain gets from
membership of the EU. These include peace, enviental protection, and cooperation in
the fight against organised crime and internatio@abrism, for example. This article looks
specifically at the economic benefits of EU membgrsincluding the role of the EU in
world trade, and the role of the EU budget in biogsthe economy.

The benefits of the single market

A central feature of the European Union is its Engarket. The forerunner of the EU, the
European Coal and Steel Community, was explicify@ect of economic integration, and
economic issues have remained at the heart ofthevEr since. The single market, which is
intended to ensure that a company in one membter cta trade with a company in any other
member state without the interference of natiowatiers, is now the world’s largest trading
area, with a population of 500 million people an@@P of over€1? trillion. Being part of

the European single market has brought great lienefthe British economy and to anyone
who works, shops or trades in it.

The effect of EU membership can be seen in thetstatistics. Britain joined the then EEC
in 1973, since when its trade with the other menskaties has grown at an annual rate of 3.3
per cent (after adjusting for inflation). Its teadith countries outside the EU has, by
contrast, grown at an annual rate of only 1.3 pet.c

A recent study published by the European Commis®ported the following benefits as a
result:

Increased prosperity: over the last 15 years the single market hagasad the EU's GDP
by 2.15 per cent. In 2006 alone this meant anatveicrease in GDP &240 billion - or
€518 for every EU citizen - compared to a situattinout the single market. Between
300,000 and 900,000 jobs have been created thartke single market.

Wider choice of products and services: 73 per cent of EU citizens think the single nesrk
has contributed positively to the range of product®ffer, while the establishment of
common standards has led to safer and environnhefrtahdlier products, such as food, cars
and medicines.



Lower prices. the opening up of national markets and the rastiihcrease in competition
has driven down prices of, for example, interneeas, air travel and telephone calls (the
latter having been reduced on average by 40 pé¢roven the period 2000-2006). Delivery
costs have been reduced by 15 per cent.

Lessred tape: rather than adding to red tape, single marketsroften replace a large
number of complex and different national laws vatkingle framework, reducing
bureaucracy for citizens, and compliance costddisinesses, who pass those savings on to
consumers. It has also become easier to startyoa business: the average cost for setting
up a new company in the former EU-15 has fallemfé813 in 2002 t€554 in 2007, and

the time needed to register a company administigtivas reduced from 24 days in 2002 to
about 12 days today. 60 million customs forms Haeen scrapped as they are no longer
applied to cross-border trade within the singlekatar

It is worth a couple of paragraphs to explain hbis has happened. A central objective of
the EU, and in fact what turns 27 national markets the European single market, is the
abolition of tariff and non-tariff barriers. A #iris a tax on trade, levied on goods or services
that cross a border, while a non-tariff barrieamy other kind of law or rule that, in practice,
makes cross-border trade harder. This can tak®theof a quota, or a complex and
cumbersome customs procedure, or a domestic lavihnéisathe effect of discriminating
against imports. For example, the German lawrd@tired beer to be made solely of three
specified ingredients — water, barley, and hopad-the effect of excluding from the German
market foreign beers made with other ingrediemmseffect, this was protectionism. A ruling
of the European Court of Justice forced a changearaw so that consumers in Germany
can have a wider choice of beers, including ona® fabroad. The traditional beers are still
available, of course, for those people that prifem.

Some non-tariff barriers can still be retained vehtéiere is an overriding reason of some
other kind, such as public health. A major taskii@ European Commission and the
European Court is to distinguish between the geadans for retaining non-tariff barriers
and the bad. Industry lobby groups often try tt¢ct their own interests by arguing in
favour of retaining particular non-tariff barrigrem which they benefit, but the overall trend
in Europe has been to reduce and eliminate theime. r@sult of reducing and eliminating
these non-tariff barriers has been to increase tbativeen the different European countries,
creating jobs and increasing prosperity.

It is often the case that, while also serving as-tawiff barriers, national rules also perform a
valuable function, for example protecting healtd aafety or consumer rights. The answer
in these cases is to replace the myriad sets mfiratrules with a single set of European rules
instead. That way, the EU can get the benefitistheanational rules provided — consumers
remain protected, for example — but without thetrofzsions to trade that non-tariff barriers
might provide.

In fact, because the EU is the world’s largest eann block and the world’s largest trader,
the rules that the EU adopts for its own singlekeatend to be copied by other countries
around the world. Partly this is because compah@swish to export into the EU market
have to conform to EU rules for their export prattut, and partly this is because other
countries, when drawing up rules of their own, mfthoose to copy EU standards because
they are already the most widely used and so leely/lto pose the fewest difficulties in being



adopted. To be a member of the EU, therefore sgaveountry influence over the setting of
commercial rules that it would, in any case, belliko follow even if not in the EU.

Theroleof the EU budget

Discussion of the EU budget often centres on this Ekpenditure on the Common
Agricultural Policy. However, the latest figures the budget show this to be a declining
aspect of EU activity and expenditure.

Every recent reform of the EU budget has reducegthportion of the EU’s expenditure that
is spent on agriculture, and in 2008, CAP spentiiigo only 37% of the total. 25 years
ago, that proportion was 70%. One might say thatstill too high, perhaps, but it is clearly
incorrect to treat the EU as though it were th@gceptic caricature of greedy farmers, idle
bureaucrats and corrupt politicians.

Furthermore, in the same year, EU spending on mesdinked directly to jobs, growth and
competitiveness rose to a record 40% of the budg€y6.6 billion, including a 9% increase
in spending on research. Note that this is maxa th spent on agriculture.

The EU budget increasingly reflects the priorinésin organisation determined to boost its
competitiveness and productivity in the modern eocoy, rather than the agriculture-
dominated priorities of the past. If you thinkttkampetitiveness and growth should the
priorities in the future, then you can be confidirat the EU is representing your interests

properly.
Conclusion

Even eurosceptic free market economists agreatbiagle market of 500 million consumers
is likely to offer lower prices, more choice, andn@ prosperity than a single market of only
60 million. The European single market has singdifules and cut red tape, to the benefit
of companies, employees and consumers alike.

Furthermore, the EU’s commercial agenda is incnggygimatched by its budgetary priorities.
It is moving towards the agenda of competitiveraass$ growth, and away from the agenda of
agricultural protection. This means that more teeer the EU is echoing the economic
priorities that most people in Britain wish to seéeis a pity if a lack of information about
Europe means that they do not know this, for Eurspehere their prosperity lies.
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