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In this publication frequent reference is made to the costs of EU 
membership ‘as a % of the UK’s gross domestic product (or GDP)’.

For non-economists, GDP means the same thing as ‘the UK’s national 
output’ or ‘what we produce as a nation’. This is also the sum of all our 
incomes or ‘the UK’s national income’. (This is not the same ideas as 
‘how much we consume as a nation’, because part of our income is 
saved and part of our output is invested.) 

In 2014 the UK’s GDP is estimated by the Office for National Statistics 
to have been £1,618,346 million. (Strictly, this figure refers to ‘gross value 
added at basic prices’. The full explanation of the meaning of this phrase 
is technical. This concept of GDP has been adopted in the current issue 
of How much does the European Union cost Britain? in preference to 
‘GDP at market prices in current terms’ or ‘money GDP’. Money GDP was 
used in the 2012, 2013 and 2014 editions, but the data have been revised 
sharply. As the ‘money GDP’ figure includes indirect taxes, arguably the 
GVA concept is more appropriate anyway.) 

A ‘billion pounds’ is ‘a thousand million pounds’. 

So in 2014 

 – the UK’s GDP was just over £1,600 billion, roughly, and 
  1% of GDP was about £16 billion, and
 – a figure somewhat more than £1.5 billion was 0.1% of GDP

The numbers for 2015 will differ slightly (probably up by about 5%),  
but – if we think of ‘1% of GDP’ as ‘a bit more than £16 billion’, we are 
close enough for the purposes of public debate.  

The total cost of the UK’s EU membership is estimated in this  
publication as ‘about 12% of GDP’, which is slightly more than  
£190 billion. (The figure changes as the years go by, which explains  
why this publication needs to appear on an annual basis.)

Some basic arithmetic

4  How much does the European Union cost Britain?



Key points of the UK Independence Party’s research on 
How much does membership of the 
European Union cost Britain? 
The UK is roughly 12% of GDP – over £190 billion a year – worse-off 
because it is a member of the EU instead of a fully-independent 
sovereign nation.   
 
The main reason for this heavy cost is the damage that excessive and misguided 
regulation is doing to British business, particularly to small-and-medium-sized 
businesses that cannot cope with the paperwork and restrictions.    
  
The breakdown of the 12% of GDP is as follows,

Nature of cost      % of GDP 

Direct fiscal cost     1¼

Costs of regulation     6½

Costs of resource misallocation    3¼ 

Cost of lost jobs 

Costs of waste, fraud and corruption

Potential costs of contingent liabilities      ¼

Total cost       12

For a more detailed justification of these numbers, see the following two 
chapters and the analysis in the 2012 and 2013 editions of this publication.

The EU has free trade agreements with Canada, Mexico and Israel, and is 
seeking one with the USA and Japan. Norway, Switzerland and Turkey are  
‘in the European orbit’ and have access to the EU’s single market, but are  
not members of the EU. The UK can leave the EU, and retain strong and  
vibrant trade links with the EU. Outside the EU, we can put in place a free 
trade agreement with our European partners, which is all that most people  
in Britain wanted when we joined the then ‘Common Market’ in 1973.  

According to official data, the UK’s net deficit on payments to EU institutions  
was £9.9 billion in 2014. Although less than the £11.3 billion recorded in 
2013, the 2014 figure was more than double that (£3.8 billion) in 2009, the 
last full year of the Labour government. The Conservatives have squeezed 
most of public expenditure since they came to power in 2010, but spending 
on the EU has soared and the direct burden to the UK is higher now than 
ever before.

3 8
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The latest edition of this study by Professor Tim 
Congdon is the most important yet. Sometime in 
the next two years the British public will be asked 
to vote on the UK’s continued membership of the 
European Union.

Those who wish Britain to remain a member  
will not try to convince the public of the benefits 
of EU membership, because there are none –  
at least none that could not equally be enjoyed 
by intergovernmental agreements without  
any need for European political and monetary 
union. Instead they will invoke the ‘fear factor’  

and try and frighten us into remaining. 

One of their key ‘arguments’ (if it deserves the name), will be the threat 
that BREXIT will be economically damaging and will imperil trade and 
jobs. Professor Congdon again demonstrates the enormous cost of EU 
membership, not just in our financial contributions to the EU budget, but 
in the indirect costs on the economy, which are not so easily seen but 
which dwarf the membership fee.  

The total cost of EU membership, in direct and indirect costs, has now 
risen to a staggering 12% of GDP or £190 billion per annum! This short 
work is vital reading for every voter who has yet to make up their mind 
in the referendum, and for everyone who wants to convince others of
the need to leave.  

The coming Referendum is not just about continued membership of the  
EU but whether our country has a future as an independent, democratic 
nation or not. If we stay in the EU then we don’t – we will simply be a 
region of an economically declining and undemocratic United States of 
Europe, in fact if not yet in name.

The choice is yours. Read the facts and be prepared.

Gerard Batten MEP
26th November, 2015

Foreword by Gerard Batten MEP

Gerard Batten MEP
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Author’s introduction

In the 2012, 2013 and 2014 editions of How Much 
Does the European Union Cost Britain? I set out 
the analysis behind the conclusion that our EU 
membership cost Britain about a tenth of its 
national output, with the cost rising steadily year 
by year. 2015 has been a busy year for me. I was 
economics spokesman for the UK Independence 
Party from 2010 to 2014, and regarded updating 
How Much Does the European Union Cost Britain? 
as one of the most important parts of my role.  
In May last year I stood down from my position  
as spokesman, partly because I wanted to  
concentrate on setting up a new research 

institute at the University of Buckingham. I still wanted to maintain the 
research work and writing behind How Much Does the European Union 
Cost Britain?, but it has been difficult to find time. 

Anyhow the research institute – the Institute of International Monetary 
Research (www.mv-pt.org) – is now up and running. Its particular concern 
is the place of the banking system and the quantity of money in a modern 
economy, and the implications of monetary instability for inflation and 
deflation, and boom and bust. I have been interested in these subjects for 
over 40 years, and they were made newly relevant and important by the 
Great Recession of 2008 – 10. 

Fortunately, there has been a little time left at the end of 2015 for me  
to put together a meaningful couple of chapters that allow a publication 
with the title How Much Does the European Union Cost Britain? to appear 
with this year’s date on it. I am very conscious that the present exercise 
is much shorter than that in 2012 and 2013, even though the referendum 
debate is imminent. I apologize, but would like to make a commitment  
to try harder in 2016. 

I have approached a couple of literary agents to see if there is any interest 
in a full-length book based on my work on the cost of EU membership,  
but I have not so far had much success. There has been interest in the 
How Much Does the European Union Cost Britain? publication of course 
from party members, but much from outside UKIP too. At this stage the  
timing of the referendum and the course of the debate about it are  
unclear. I may be wrong, but find it very unlikely that Cameron’s plan for  

Tim Congdon CBE
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an early referendum in June 2016 will work. My surmise is that the  
referendum will in fact be held in 2017. So there will be plenty of time  
next year to put together another substantial study – like that in 2012  
and 2013 – as a UKIP-branded statement on the economic damage that  
EU membership has done to the UK. 

The first chapter below has a discussion of the context of the referendum  
debate, given Cameron’s so-called ‘renegotiation’ and the prospect 
that, if the referendum result is in favour of withdrawal from the  
EU, another two years of negotiation are scheduled under the  
terms of article 50 of the 2009 Lisbon Treaty. The almost universal 
tendency for the media to overlook article 50 is astonishing. It perhaps 
reflects politicians’ reluctance to make statements unless they can be 
summarized in the headline to a press release, and then translated into 
soundbite and spin. The truth is that – if the referendum result is ‘no’ –  
the UK cannot leave until at least another two years have passed.  
(Or, at least, it cannot leave without breaching the terms of the Lisbon 
Treaty.) I know that many UKIP members believe that the UK should  
ignore the Lisbon Treaty, and reassert its sovereignty and independence 
without further ado. Yes, but UKIP is not the party in government.  
The Conservative Party is the party in government, and – as I point out 
below – the Conservative Party is the party of Neville Chamberlain, Lord 
Halifax and Ted Heath. My guess is that Cameron will resign if the UK  
votes to leave the EU. My further guess is that, whoever then becomes  
Conservative Party leader and prime minister, he or she will adhere to  
the wording of the Lisbon Treaty. It will be a dreadful mess. UKIP must 
stand firm. (And I will my bit on the economics front!) 

We must continue to press the argument for full and unconditional  
withdrawal from the EU, and avoid compromises with any of the other 
political parties. None of them can be trusted to restore and maintain  
Britain’s independence in the 21st century. Only the UK Independence 
Party believes that Britain’s distinctive political and legal institutions,  
along with its culture, traditions and heritage, must be protected for  
the indefinite future in a sovereign nation state. 

Professor Tim Congdon CBE
26th November, 2015
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Do the British people want their country to be a sovereign, independent and 
self-governing nation? Do they want their own Parliament to have the power –  
the exclusive power – to pass the legislation that affects them? And do they  
want their government to be both responsible for all key public policy 
decisions in their nation, and answerable to them in regular democratic 
elections? 

Or do they instead want their country to be part of a federal European union,  
a United States of Europe no less, comparable to a state (like Illinois or  
Delaware) in the United States of America? Do they want their Parliament  
to be unable to question the enforcement, in their own country, of Directives  
and Regulations passed by qualified majority voting at the European  
Union’s Council of Ministers? Do they, in other words, want their Parliament 
to be unable to reject legislation imposed on them by foreigners? And do they 
want the main source of executive power and legal authority in their land  
to be such bodies as the European Commission, the European Parliament,  
the European Court of Justice and the European Court of Human Rights?  
Do they want that situation, when under the terms of binding international  
treaties these bodies are certainly not answerable to them in regular  
democratic elections? 

The questions above define the most important constitutional debate in  
modern British history. Between now and the end of 2017 a referendum  
is to be held on the UK’s membership of the EU. Of course, the referendum 
question has to be much shorter than either of the last two paragraphs.  
It will in fact be a mere 11 words, ‘Should the United Kingdom remain a  
member of the European Union?’. But these brief words will provoke a  
massive outpouring of phrases and statistics, rhetoric and bombast, ranting 
and raving, and even some close reasoning. The debate will be about the 
very meaning of the expression ‘the United Kingdom of Great Britain and 
Northern Ireland’. 

If the referendum result is no, Britain can again become a sovereign, indepen- 
dent and self-governing nation. The highest power in the land would be the  
Queen in Parliament, and Parliament itself would function in an undoubtedly  
democratic context, as it has done for hundreds of years. If the referendum  
result is yes, the one-way transfer of power, of so-called ‘competences’, to  
the EU institutions will continue and probably accelerate. The unelected  
bureaucrats in these institutions, with careers that often last a working  
lifetime, will try to accrete to themselves the powers to tax and to spend, 

1. The coming referendum:  
    what is at stake? 
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and to finance and perhaps even to command a European army, navy and 
air force. They will orchestrate the rewriting of history books so that ‘Europe’ 
defines citizens’ identity and is the focus of their loyalty. Britain, like the other 
member states of the EU, would cease to be recognized as a sovereign entity.  
Atlases would no longer mention Britain as a meaningful nation state,  
and would instead treat it as they now treat Illinois and Delaware in a map  
of the USA. 

Given the significance of the coming debate on the EU referendum, the  
superficiality, triviality and haste of Prime Minister Cameron’s renego- 
tiation of UK membership are almost beyond belief. In his much-praised  
Bloomberg speech on 23rd January 2013 – the speech in which he promised  
a referendum on EU membership – Cameron did say that ‘a gap between  
the EU and its citizens…has grown dramatically in recent years’. The gap  
was the ‘lack of democratic accountability and consent that is…felt particu- 
larly acutely in Britain’. He went on to suggest that, ‘power must be able  
to flow back to member states, not just away from them’. Further, and  
perhaps most fundamentally, he claimed, ‘It is national parliaments,  
which are, and will remain, the true source of real democratic legitimacy  
and accountability in the EU.’ 

But, with the day of reckoning imminent, what is Cameron asking from 
the EU in the renegotiation process? The newspapers mention four sets of  
demands, which belong to different ‘buckets’. (Yes, buckets. The author is 
not making this up.) The buckets are sovereignty, competitiveness, fairness 
and welfare. On sovereignty, Cameron proposes that a number of EU national  
parliaments work together according to what The Guardian described 
as ‘an unspecified numerical formulation’ and have the power to block EU  
legislation1; on competitiveness, the British government requires that the 
European Commission sets up a target for cutting red tape; on fairness, a 
safeguard (a so-called ‘emergency brake’) is needed, according to Cameron,  
so that in financial matters the 19 Eurozone members cannot outvote  
and browbeat the UK, which is keeping its own currency; and, finally, on 
welfare, immigrants to the UK from the rest of the EU are not to qualify for 
in-work benefits and child benefits until they have been here for four years. 

And that, apparently, is that. Bernard Jenkin, a Eurosceptic Conservative 
MP, was strongly supportive of Cameron when he made his bid to become 
party leader in 2005. Now thoroughly disillusioned, he asked in the House of  
Commons, ‘Is that it? Is that the sum total of the government’s position in 
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the renegotiation? Isn’t the onus on those who advocate we stay in the 
European Union to explain why we should put up with being a second tier 
country in an increasingly centralized European Union, paying more and 
more and losing more and more control?’.  

Cameron is to present his ‘demands’ at the next European Council – the 
six-monthly EU meeting at which heads of government meet to resolve key  
issues – on 17th and 18th December. The assumption must be that the event 
will be stage-managed. There will be hand-shaking and back-slapping, much 
of it conspicuous and in front of cameras, while behind the scenes civil  
servants orchestrate bland, uncontroversial and conciliatory press releases. 
EU leaders will give the impression that – reluctantly, as a special favour, out 
of the goodness of their souls and the kindness of their hearts – they have  
surrendered vital powers to Cameron and the British government. In reality  
the four buckets have holes in them and contain nothing of fundamental  
value. If even backbenchers in Cameron’s own party can see through them, 
a fair deduction is that the buckets are empty. Crucially, Cameron is not 
seeking to reverse the transfer of competences to EU institutions and to 
recover the UK Parliament’s exclusive sovereignty to pass the laws that 
prevail in Britain. The reverence for national parliaments expressed in the 
Bloomberg speech was a sham. 

According to opinion polls, a high proportion of the British public wants either  
to stay in the EU without condition or to stay in the EU only after major  
changes in its scope, procedures and objectives. The attitude of this  
second group has been summed up pithily as, ‘change or go’. (This phrase has 
been adopted by the Business for Britain pressure group, to characterize its  
position.) Cameron’s behaviour in the last few months and the response of 
his EU counterparts have given a clear message. The British prime minister 
is not going to secure any substantive movement on the terms of our EU 
membership, while he personally doesn’t care much one way or the other. 
(Early in his leadership he objected to his parliamentary colleagues ‘banging 
on about Europe’, a subject he did not see as central to British politics. He 
complained in October that the renegotiation had been ‘bloody hard work’.2 

Some people would regard the ability to be involved in such work as a  
privilege and honour, but not apparently our current prime minister. To him 
the work is evidently quite a bore.) 

It must be hoped that the group in the middle of the British public debate 
– the group that would stay in only if the EU were to be more modest in  
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its governmental and geopolitical ambitions – now realizes what the  
referendum will be about. The choice will be between leaving an EU 
that Britain cannot change or staying in an EU that Britain cannot  
change. The slogan ‘change or go’ depended on serious renegotiation 
being a possibility, but it was always fantasy. When this becomes evident,  
many active members of the Conservative Party, and probably also  
some in the Labour Party and the Liberal Democrats, will campaign for  
withdrawal. They will of course be welcome to participate in the ‘out’ side,  
not least because their involvement will increase the likelihood of a vote  
to leave. 

But it cannot be emphasized too strongly that the only reason a referendum 
is being held is the pressure of the UK Independence Party since its creation 
in 1993. Cameron, who clearly regards Britain’s relationship with the EU as  
a tedious subject, would not have committed his party to a referendum 
without a good reason. The reason he made the referendum promise is that, 
in the years leading up to the Bloomberg speech, the Conservative Party  
was losing both party members and votes to UKIP. For much of 2013 and  
2014 UKIP scored vote shares in English local elections that were similar to  
the Conservatives’, an astonishing performance for a party that had been  
in existence for a mere two decades. Cameron knew about these devel- 
opments at the grassroots, even if the mainstream media (much of it  
controlled by Conservative-supporting ‘media barons’) gave them no  
publicity. The decision to announce an in-out referendum was reached  
reluctantly. Cameron and his close associates did not want to be where  
they are today. If it had not been for UKIP’s dramatic rise, Cameron would  
not have conceded a referendum on EU membership. 

Suppose that the referendum result is ‘no’. The British people would then 
have expressed a majority verdict, that they want their nation out of the 
EU. Would it then be certain that the UK leaves the EU? It might seem a silly  
question, but the outcome is not at all certain. So far almost every-
one prominent in the public debate has overlooked the wording of  
article 50 of the 2009 Lisbon Treaty. Article 50 says that a member state 
that wants to quit the union must negotiate the terms of its withdrawal 
over a two-year period, with detailed discussions between the member  
state and the Council of Ministers. In other words, a majority of the British  
people may want their nation again to be independent and sovereign, but 
the precise conditions of their independence and sovereignty must be  
acceptable to the EU and its institutions. So the referendum debate will  
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not be final. If the UK votes to leave, another set of negotiations would  
follow the bogus Cameron ‘renegotiation’. It is all too plausible that the  
Conservative government will be squabbling, all through 2018 and 2019, 
with both other EU governments and its own backbenchers about the  
future of Britain in Europe. 

UKIP must not give an inch. The EU bureaucracy has much to lose from 
the UK’s departure from the EU and will resist it. Many of the Conservative  
Party’s voters and supporters are 100% committed to unconditional with- 
drawal from the EU. That is fine, but this group has never been a majority  
of the party membership and certainly not of the parliamentary represen- 
tation. The Conservative Party cannot be trusted on Europe. (It is the party of 
Sir Winston Churchill and Margaret Thatcher; it is also the party of Neville  
Chamberlain, Lord Halifax and Ted Heath.) UKIP must not compromise with 
the Conservatives on the European issue. UKIP must insist that, while we 
in Britain want to be friends with our European neighbours, to trade with 
them freely, and to visit them often, we want to govern ourselves. Of course, 
many bilateral matters of great mutual importance need to be discussed 
and agreed between Britain and the rest of Europe. But the discussions  
and agreements should result in international treaties between sovereign 
powers. Most of the world’s countries have not given up their political  
independence in order to benefit from international trade and cooperation, 
and there is no good reason why Britain should have done so since 1973.

This report is the eighth in a UK Independence Party research series started  
by Gerard Batten in 2006, all concerned to answer the question, ‘How much  
does the European Union cost Britain?’. The reports have been more or 
less annual, but of varying length and detail. The current report is one of 
the shortest, mainly because its author has been busy for much of 2015 
in setting up a new monetary research institute at the University of  
Buckingham. A recurrent theme in all the reports is that the indirect 
costs of EU membership are now much larger than the direct costs. The 
direct costs are understood to be the direct payments from the UK, mostly 
the government, to the EU and its institutions, which are offset to some  
degree by payments back to the UK from the EU. The author has not had time 
this year to add meaningfully to the discussion of the indirect costs in the  
previous three reports. (The second chapter reviews how the direct costs 
have changed since the 2014 report.) However, there can be little doubt 
that the burden of regulation has increased in 2015 and that the check  
to productivity due to the regulatory incubus has worsened. An easy  
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demonstration of the point is to compare the growth rates of output in the 
EU with that in other high-income countries, notably the USA and Japan, 
but also Singapore and Hong Kong, former British colonies which share its 
systems of law, accountancy and so on. The table below (taken from the 
International Monetary Fund’s database) brings out the key numbers. 

Table 1.1 
The EU’s economic decline, relative to other high-income societies  
Table shows % rate of change in consistant-price GDP, according to the IMF 
          
       Cumulatively,
       over five  
  2012 2013 2014 2015 2016 years to 2016

USA     2.2 1.5 2.4 2.6 2.8 12.0
Japan 1.7 1.6       -0.1 0.6 1.0   4.9
Canada 1.9 2.0 2.4 1.0 1.7   9.3
Australia 3.6 2.1 2.7 2.4 2.9 14.5
Hong Kong 1.7 3.1 2.5 2.5 2.7 13.1
Singapore 3.4 4.4 2.9 2.2 2.9 16.9

Euro Area              -0.8       -0.3 0.9 1.5 1.6   2.9
European Union    -0.4 0.2 1.5 1.9 1.9   5.2

Any table of statistics is open to analysis and interpretation, and it has to 
be accepted that the EU member states have had particular and perhaps 
exceptional problems in recent years. The macroeconomic maladjustments 
due to the single currency have been severe, leading to drastic and crippling 
under-performance in some of the disadvantaged members such as Greece 
and perhaps Italy. (How different this situation is from that expected by the 
single currency’s advocates 20 years ago!) The numbers may overstate the 
long-run problems facing these nations. Fair enough, but the central message  
is so clear that none of the qualifications and reservations can affect it.  
The economies of the EU are falling behind those of other high-income 
nations, and falling behind consistently and by a significant amount. 
In previous UKIP reports on How much does the European Union cost 
Britain? it has been suggested that the handicap from the over-regulation 
and excessive taxation found in Europe might be retarding UK productivity 
growth by ½% a year relative to the rest of the high-income world. That ½% 
was added in 2013 and 2014, and in the 2014 report it was proposed that 
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the cost of the UK of its EU membership was 11½% of GDP. Given the facts 
in Table 1.1, it seems reasonable to add another ½% for 2015. So the latest 
estimate is that the UK is 12% of its national output worse off because it is a 
member of the EU instead of being a fully-independent nation. With national 
output at £1,600 billion, that translates into a number of over £190 billion.  
(Numerous caveats have to be entered here about the meaning of this  
figure. It is not being claimed that, if we left the EU, we would – in short 
order, in one quick bound – be better-off by a figure of this size. Its EU 
membership has damaged Britain over a long period, and a long period of  
remediation and recuperation would be needed. See pages 56 – 59 of the 
2013 report for further discussion.) 

The longer that the UK stays in the EU, the greater the damage that the regu-
latory burden will cause and the more protracted will be the period of sharp 
relative decline. If the British people vote to stay in the EU in the coming 
referendum, the gap between their living standards and the living standards  
in the rest of the English-speaking world will widen. (Notice that – with  
the exception of Japan – all the nations in Table 1 have English-speaking 
business cultures.) 

1 Ian Traynor ‘David Cameron’s EU demands letter explained’, The Guardian, 
 10th November 2015.  
2 Guy Faulconbridge and Alastair Macdonald ‘“Await a letter in November”, 
 Cameron tells EU’, Reuters, 16th October 2015.
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As explained in the first chapter, membership of the European Union  
imposes two kinds of cost on the UK. By far the most important and  
damaging are those which might be categorised as ‘indirect’, in that they  
do not involve direct payments from the UK to EU institutions. The 2012  
and 2013 editions of this publication analysed them under five headings,  
with the costs of EU-related regulation and resource misallocation being  
by far the most substantial. The current 2015 edition of the publication  
adds nothing of detail to that analysis. But they remain dominant, making  
the UK over a tenth of national output worse-off than if it had never  
joined the EEC/EU. 

The present chapter concentrates instead on the ‘direct cost’. This arises  
because its EU membership requires the UK government to make certain  
payments to EU institutions, and entitles it to a number of receipts. The  
payments exceed the receipts. How much are these payments and  
receipts, and what is the precise net position? That may seem like a simple 
question which can be answered with a single number or set of numbers. 
Surely, when the government spends £100 million, it spends £100 million, 
and it does so without fuss or ambiguity. In fact, a range of complexities 
mean that no one figure for many EU financial concepts is exactly ‘right’. 

The UK’s financial contribution to the EU causes many squabbles, including  
squabbles about its size. One such squabble took place in the television  
debates between Nigel Farage, leader of the UK Independence Party, and  
Nick Clegg, leader of the Liberal Democrats, in March 2014. Farage reiterated  
an approximate number, of ‘£55 million a day’ as the cost of EU membership, 
which had been in UKIP publicity material for a few years. Clegg challenged  
it, on the grounds that it overlooked the money that comes back to the 
UK. The analysis below reviews the evidence and concludes that Farage 
was largely right. However, it has to be said that different people can select  
different numbers to suit their purpose. 

As it turns out, the discrepancies between the various sources are 
substantial for the last two calendar years, 2013 and 2014. Arguably,  
a major tidying-up job is needed within the UK government machine  
so that the data become consistent, clear and easy to interpret. However,  
an important consistent message is that in late 2012 UK govern-
ment control of its EU expenditure collapsed, with very serious effects  
on the 2013 outcomes. Although the UK government has subsequently  
tried to curb a clear tendency on the part of EU institutions to breach  

2. The direct fiscal cost
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agreed limits, tensions over expenditure control between the Whitehall  
and Brussels bureaucracies undoubtedly continue. The net direct cost of  
EU membership in the 2012/13 financial year was dramatically higher, by 
about £3 billion, than intended in mid-2012. In a year of much-reported  
‘austerity’ in public expenditure, this was a scandal that deserved far  
more media and political scrutiny than it in fact received. The situation 
in 2014 was a bit better, but only a bit. The cost was reduced by about  
£1 billion, while the outturn was nearer plan. But in its last full year the  
Conservative/LibDem coalition government failed to reverse most of the 
surge in the net direct cost of EU membership that had occurred between 
2008 and 2013. 

The cost summarized: no single number is right

The first analytical difficulty is that definite figures relate only to the past,  
after accounts have been prepared and finalized. If the object is to find 
out how much the UK is paying at present or will be paying in the next 
few years, estimates are needed. But these may prove unreliable in the  
end, because of – for example – the vagaries of the weather, which  
affect Common Agricultural Policy spending.1 Another problem is that 
statistics can refer to different notions of ‘the UK’. This may seem 
strange, but the UK could sensibly in this context be viewed as ‘the UK 
government’ or ‘the UK as a whole’. If ‘the UK as a whole’ is taken to be  
the more relevant, allowance has to be made for private sector receipts  
and outgoings that arise from the EU treaties. Further, even when the 
time period has been decided, and the meaning of ‘the UK’ pinned down,  
interpretation can be confused by the existence of several alternative 
sources of information. 

Anyhow we have to start somewhere. The chart below shows the UK’s  
net contribution to the EU, according to balance-of-payment data pre-
pared by the Office of National Statistics, and published in the latest  
quarterly balance-of-payments press release. (In most years the official  
annual Pink Book of balance-of-payments data is available by August, 
but in 2014 it was published at the end of October and that again is the 
position in 2015.) The data remain subject to revision since new details 
may still be found, but they give the best available official view from the 
information now at hand. The numbers include transactions between the 
UK private sector and EU institutions, although they are dominated by  



20 How much does the European Union cost Britain?

government payments in and out. Another complication is that the  
presentation of the UK’s balance-of-payments data changes from time to 
time, and a major overhaul has occurred recently. The result is that the  
chart in the current 2015 issue of How Much Does the European Union 
Cost Britain? is on a somewhat different basis from the comparable chart
in the preceding three issues of this publication. (The difference, which  
amounts to a few hundred million pounds a year, has little effect on  
interpretation.) 

As remarked in the 2014 edition of How Much Does the European Union Cost 
Britain?, the chart is a shocker. The information shown here should have 
generated more publicity and comment, as well as causing anger and  
dismay. In 2009 the UK paid the EU institutions a net amount of just over 
£6.0 billion, under ½% of gross domestic product. In 2011 the figure had 
risen to £9.5 billion and in 2012 to £9.7 billion. If someone wanted a single 
number for the direct cost to the UK of its EU membership, ‘£10 billion’ 
(slightly under 0.7% of gross domestic product) was a good and perfectly 

Net transfers to EU institutions by the UK
Figures in £m.

2015

2005 2006 2007 2008 2009 2010 2011 2012 2013 20140

-2000

-4000

-6000

-8000

-10000

-12000

-14000

Note that official data definitions have changed compared with the 2014 edition of this publication. 
The concept shown here is given in official sources as ‘Secondary income (balance): total, of which 
EU institutions’, but it is close to the idea of ‘net transfers to EU institutions’.



How much does the European Union cost Britain?         21

reasonable one to choose. But in 2013 the figure jumped by over 25% to 
£12.4 billion, not far off a full 1% of GDP. The 2014 figure was somewhat 
less, at £11.4 billion. 

As explained, this was an official statistic, about which ministers and top 
civil servants must have been fully aware. But the government brought 
no one’s attention to the big increase in the cost of EU membership to 
our country. On the contrary, David Cameron’s government put around 
stories that Britain was being robust in financial negotiations with other 
EU nations. In February 2013 even The Daily Express was conned into 
believing that supposedly ‘tough-talking’ Cameron had, for the first time, 
secured a meaningful reduction in the five-year EU Budget.2 The truth 
dawned a few weeks later when it turned out that EU finance ministers 
had agreed a £6.2 billion rise in spending, above previously agreed plans, 
in one year! That decision, which the UK did not have enough votes 
to stop, implied an extra £770 million on its 2013 payments to the EU.3 

In December 2013 the five-year Budget was changed again, adding an  
extra £10 billion to the UK’s commitment until 2018.4 Still worse was to 
follow. In March 2014 EU Budget commissioner, Janusz Lewandowski, said 
that EU institutions had overspent their budget allocations by £20 billion  
in 2013!5

2013’s leap in payments to the EU was undoubtedly not foreseen by the  
British government. A key issue was by how much the outcome diverged 
from official plans, while corrective action by the Treasury and government 
ought to have led to an improvement in 2014. Every year since 1980 the 
Treasury has published a Statement on the Budget of the EU, for submission 
to Parliament, and a subsequent document on European Union Finances. 
Last year’s How Much Does the European Union Cost Britain? mentioned 
the November 2013 issue of this document (Cmnd. 8740), with its numbers 
for the UK’s net and gross contributions to the EU budget, and reproduced 
them in its Table 2.1. The same table is given opposite.  

A comparison of the numbers in this table with the chart on the previous  
page is unsettling. The table’s number for the calendar year 2013 of a net 
contribution of £8.6 billion is much less than the chart’s figure of over £12.4 
billion. Admittedly, the two numbers are on a somewhat different basis. The 
table relates to government expenditure and receipts as such, unlike the 
chart which is about the UK as a nation. However, sharp questions had be 
raised about the reliability of the figures – the figures, let it be said, from Her  
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Majesty’s Treasury – in Cmnd. 8740. To any observant outsider it seemed all 
too likely that the 2013 figure – of £8.6 billion for the outturn – was wrong.6

Table 2.1 
UK government gross and net payments to the EU, 2007 to 2017/18  
   
 £m.  % of GDP   
    Net  Net
 Gross  contributions  Gross contributions 
 payments  by the UK payments by the UK
 by the UK   government by the UK government
 government to the EU  government to the EU
 to the EU Budget to the EU Budget
    
Outturn 

2007 12,456 4,601 0.9 0.3
2008 12,653 3,294 0.9 0.2
2009 14,129 4,336 1.0 0.3
2010 15,197 7,382 1.0 0.5
2011 15,357 8,082 1.0 0.5
2012 15,746 8,468 1.0 0.5
2013 17,184 8,624 1.1 0.5

Plans  
2013/14 16,653 8,313 1.0 0.5
2014/15 16,687 7,444 1.0 0.4
2015/16 16,968 8,067 1.0 0.5
2016/17 16,979 8,139 0.9 0.4
2017/18 17,248 7,962 0.9 0.4
       

 

 
More insight is gained by looking successive White Papers. Let us contrast,  
more specifically, views on the 2012/13 financial year in Cmnd. 8405  
(published in July 2012) with those in Cmnd. 8740. In July 2012 the Treasury  
expected gross payments by the UK government to the EU in 2012/13 to 
be £15,358 million, while the UK government’s net contribution to the 
EU Budget was put at £6,959 million. The White Paper published in November 
2013 gave a figure for gross payments in 2012/13 of £16,871 million and 
a net contribution of £9,679 million. The difference in the net contribution 

Source: H M Treasury European Union Finances 2013, p.14 and p.17, and IMF. 
IMF data have been used as the divisor in the ratio calculations.
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for this particular year between successive White Papers was  
therefore no less than £2,720 million or almost 40% of the original  
estimate. Alarm has to be expressed that this gap was between two 
supposedly authoritative official documents, which were prepared by the  
UK’s premier department of state within 16 months of each other. Even  
more remarkable is that the July 2012 number, a number that was to turn 
out 40% wrong, was prepared when three months of the 2012/13 financial 
year had already passed. 

HM Treasury’s changing views on the net cost 
of EU membership in 2012/13 
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The latest European Finances White Paper – that for 2014 – finally appeared 
in December 2014, well behind the usual schedule.7 The 2014 White Paper 
showed that the net UK contribution to the EU Budget in 2013 was in fact 
£10.5 billion. (See Table 2.2 below.) The government’s net contribution to 
the EU Budget in 2013 was originally meant to be under £8½ billion and, 
as noted above, as late as November 2013 the official view was that it 
would be £8.6 billion. So the over-spend, relative to the original plan, on this  
measurement was at least £2 billion.8 

Table 2.2 
UK government gross and net payments to the EU, 2008 to 2018/19  
   
 £m.  % of GDP   
    Net  Net
 Gross  contributions  Gross contributions 
 payments  by the UK payments by the UK
 by the UK   government by the UK government
 government to the EU  government to the EU
 to the EU Budget to the EU Budget
    
Outturn 

2008 12,653   3,294 0.9 0.2 
2009 14,129   4,336 1.1 0.3 
2010 15,197   7,382 1.1 0.5 
2011 15,357   8,082 1.1 0.6 
2012 15,746   8,467 1.1 0.6 
2013 18,135 10,465 1.2 0.7 
2014 19,234   9,807 1.2 0.6

Forecast 

2014/15 18,821   9,054 1.2 0.6 
2015/16 17,862   8,385 1.1 0.5 
2016/17 19,228 10,178 1.1 0.6 
2017/18 17,902   8,049 1.0 0.5 
2018/19 18,858   8,908 1.0 0.5  
       

 

 
The review of the official data is now complete. Significant differences  
remain between the balance-of-payments data and the numbers in the  

Source: H M Treasury European Union Finances 2014, p.14 and p.18, and ONS. 
Office for National Statistics’ (ONS) concept of gross national income has been used as the divisor 
in the ratio calculations.



annual White Paper, and even the most well-intentioned analyst would 
have problems in reconciling these key information sources. Even worse, 
the Treasury seems to find difficulty in keeping its actual payments to the 
EU Budget in line with plan. At any rate, a fair assessment has to be that 
the annual net cost – meaning the direct fiscal cost – to the UK of its EU  
membership lies in the vicinity of £10 billion to £12 billion. With gross  
national income in the UK running at about £1,600 billion in 2014, the net 
cost is heading towards ¾% of GDP.9 

Assessing the gross and net cost 

The White Paper analyses at least have one virtue, that they present data 
on gross payments to the EU as well as the net contribution. The difference  
between the two reflects the EU’s various payments to the UK. These 
have been and still are of two kinds, a rebate (which is returned to the UK  
government for its own discretionary expenditure) and expenditure in the  
UK under EU control. Detailed and precise numbers for the previous years  
(2013 and earlier) are given in the annual 2014 Pink Book, but at the time 
of writing the 2015 Pink Book was not available to enlighten us about 2014. 

In last year’s How Much Does the European Union Cost Britain?, some 
detective work on the latest balance-of-payments data was reported to  
argue that the UK’s gross payments in 2013 climbed towards £20 billion.  
Divided by 365, that gives a daily amount of £55 million, in line with Nigel  
Farage’s claim in his TV debate with Nicholas Clegg. Sure enough, about  
£3½ billion of the gross amount came back to the UK in the form of  
the rebate. But that would still leave the annual figure at £16½ billion  
and the daily figure at £45 million, which would be bad enough.10 
Table 2.2 above has forecasts for both the gross payments and the net  
contribution out to 2017/18, and these forecasts suggest that these pay-
ments will not change greatly over the next few years. But the analysis  
in this document has identified enormous differences between plans and  
outturns in the EU part of public expenditure in 2013. The scale of such  
differences does not give much reassurance about the British government’s 
ability to confront the EU over poor budgetary control. 

A clear message of the discussion is that the direct fiscal cost of EU mem-
bership has been going up. It has been rising in the last few years, surged  
dramatically in 2013, and levelled out (or even fell slightly) in 2014. Broadly 
speaking, the cost from now on will be about ½% of GDP higher than it was 
before the end of the Blair premiership in 2007. Unfortunately, the future  
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prospect is quite murky, quite a lot murkier in fact than the apparently  
neat-and-tidy numbers in Table 2.2. Despite the complexities, a fair summary  
of the facts is that the UK is a net contributor as a nation to EU institutions 
of between £10 billion to £12 billion a year and a gross contributor  
of between £17 billion and £20 billion. UK GDP in 2013 was rather more 
than £1,500 billion and in 2014 about £1,600 billion, using the gross value  
added concept of GDP. Figures in the middle of the ranges are respec-
tively 0.7% and about 1¼% of our national output. (The UK government 
pays less, but – to repeat – it is the nation that matters.) The next section 
will consider whether the gross or the net concept is the more indicative of 
the burden falling on the UK, and hence the more valid and useful in debates 
on this subject.11

Which figure is right? Gross or net?  

Many people are confused by the wide range of different possible  
estimates. It would be nice if it were at least possible to say whether the 
UK’s gross or net contribution to EU institutions was the more meaningful.  
The answer depends on assessing the benefit that the UK receives from 
the money that is sent, to both our government and private sector, by  
the EU. That, of course, depends in turn on whether the money is spent  
well or not. One point must be reiterated and stressed. Apart from the  
rebate, EU expenditure in the UK is controlled by the EU bureaucracy,  
not the British government. According to successive European Union 
Finances White Papers, the UK public sector receipts are mainly from 
the FEAGA (‘Fonds europeen agricole de garantie’), the EAFRD (‘European  
Agricultural Fund for Rural Development’) and the Social and Regional  
Development Funds. Together these amounted to almost £4 billion in 
2013/14, but they are expected to return to the previous level (of roughly 
£4½ billion to £5 billion) in 2014/15 and later years. In 2014 another £800  
million was paid directly to the UK’s private sector by the EU.12 In other 
words, the sums of money that the EU spends ‘for the UK’s benefit in the UK 
itself’ are concentrated in two areas, regional aid and farming. How worth-
while are the EU expenditures in these two areas? 

The great bulk of the EU’s regional development spend takes place in the 
poorer member states, such as Poland and other East European countries. 
Only a small part of it is allocated to the richer member states, of which the UK 
is one. The UK is often regarded as having a relatively competent and honest 
government machine, with its ministries answerable to parliament for tight 
expenditure control. By contrast, the European Commission does not have 
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a strong reputation for administrative efficiency. Perhaps not surprisingly,  
concern has been expressed at the highest level in the UK that the EU’s  
regional development expenditure in the UK is ineffective and wasteful, and 
that a better outcome could be achieved if responsibility for the expenditure  
were returned to the British government. In England the only part of the 
country to receive significant amounts of EU regional money is Cornwall.  
A parliamentary enquiry into the European Regional Development Fund in 
2012 judged that so far the ERDF expenditure in the 2007 – 13 period could 
not be said to have had ‘a significant impact’ in Cornwall or the Scilly Isles.  
In fact, ‘It is not even possible to conclude that the 2000 – 06 ERDF round 
has done so, because of the lack of robust evidence.’13 

More crudely, the EU’s regional development spend had done little obvious 
good. The consensus on this subject in UK parliamentary circles has been 
strong and well-defined for many years, and both Conservative and Labour 
governments have tried to repatriate regional expenditure. As long ago as 
2003 the then Chancellor of the Exchequer, Gordon Brown, said that the 
time was ripe ‘to bring regional policy back to Britain’. Even the Commission 
has conceded that the whole process of structural aid for Europe’s poorer 
regions creates ‘considerable administrative and opportunity costs’.14 A 
reasonable conclusion is that – because the EU is bad at spending regional 
aid money in the UK – the benefits are less than implied by the many billions 
that over the years have appeared under this category of EU expenditure. 
By extension, the true cost to the UK of its EU membership is closer to the 
gross cost than the net cost. 

The same sort of conclusion is almost certainly also justified by the second 
head of expenditure here, namely agriculture and farm support, although 
less emphatically. At the start of European integration in the 1960s, farm ex- 
penditure dominated expenditure by the European Economic Community.  
It was intended to encourage production, not least because of painful  
memories of food shortages following the Second World War. The prices  
received by European farmers were well above the prices prevailing  
in world markets. By the late 1980s the resulting increases in output  
were impressive in absolute terms. But they were also out of line with 
market forces, and huge stockpiles of grain, butter, wine and so on had  
emerged. It was widely accepted that the over-production was a poor  
advertisement for the wider cause of European integration. So in 1988 the  
EEC introduced set-aside payments, in which farmers were paid for not  
producing grain on a certain proportion of their land. (In other words,  
they were being incentivised to do nothing! This was discussed in more  
detail in chapter 5, pp. 44 – 45, of the 2013 edition of How much does 
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the European Union cost Britain?.) From the McSharry reforms of 1992 
onwards EU policy towards farming changed direction, with the new aim  
being to protect rural communities and the environment. Today the  
Common Agricultural Policy has two so-called ‘pillars’, direct farm pay- 
ments which continue to be related to production and rural development.  

What, exactly, is ‘rural development’? No doubt the phrase has many poten-
tial meanings. ‘A cleaner and safer countryside’, ‘a sustainable environment’, 
‘the preservation of traditional ways of life in the rural context’, ‘respect for the 
vernacular in local culture’, and so on, are good things in their way. No doubt. 
However, the truth is that money is being paid to tens of thousands of people  
for no clear benefit economically to the 65 million people who constitute the  
nation as a whole. So here is another example of EU spending that has  
a definite cost to the taxpayers of the UK, but a benefit which is limited  
to only a handful of people and is in fact associated with the conscious 
restriction of output. Again, this must mean that the true cost to the UK of 
its EU membership is closer to the gross figure (i.e., 1¼% of national output) 
than the net one. 

The UK’s contribution to the EU Budget set in context 

The discussion so far has acknowledged numerous complications and  
difficulties in calculating the direct fiscal cost of EU membership. Neverthe-
less, it has identified two straightforward and easy-to-remember conclusions.  
First, the net fiscal cost is currently running at about £10 billion to £12 billion 
a year, not much less than ¾% of GDP. Second, the gross cost of 1% – 1¼% 
of GDP (which is between £17 billion and £20 billion) is probably a better 
measure of the burden to the British people than the net cost. The reason 
that the gross cost deserves to be highlighted is the abundant evidence that 
so much of the money which ‘comes back to the UK’ is badly spent. 

The 2012 edition of this publication translated numbers like this into a ‘per 
household cost’. It took the then estimate of the gross UK government  
payments to the EU in 2013/14, which was expected to be £17.6 billion, 
and added in some private sector costs to arrive at a total gross cost of  
£20 billion. This £20 billion was divided by the number of households in the 
UK, thought to be 26.7 million. The result was that the cost per UK house-
hold of EU membership was, more or less, £750 a year. It was also surmised 
that further eastward expansion of the EU, by for example allowing Turkey 
to join, could push that number up towards £1,000 a year. This would be 
equivalent to the cost of an annual holiday for a small family, something for 
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which many less well-off households have to make a conscious decision to 
save during the rest of the year. In other words, the cost to the British people 
of EU membership – in terms of the direct fiscal cost – is not crushing, but 
neither is it trivial. Three years later that assessment still looks about right. 

The UK’s contribution to the EU Budget may seem small relative to our national  
production and wealth. At about 1% of GDP, the UK’s gross contributions  
are of course heavily outweighed by the 99% of our output which ‘belongs  
to us’. Most of what we produce we can spend as we wish, whatever the  
treaties say, and regardless of the activities of bureaucrats and politicians 
from other European nations. But so it should be. The world includes other  
free-trading arrangements between nations, often referred to as ‘customs  
unions’. Typically, the only supra-national administrative structure needed  
is a panel (of judges, usually) to settle disputes in the interpretation of the  
treaties establishing the customs union. The cost of such panels, and  
even of the supporting bureaucracy, is trivial, less than a thousandth of  
1% of GDP. 

When the UK first engaged in ‘the European construction’ (to use the phrase 
often favoured by EU bureaucrats), the British public’s understanding was 
that we were ‘joining the Common Market’. In other words, the objective 
was economic, to participate in a free trading area and to enjoy the higher 
rates of output growth that had been seen in the Common Market nations in 
the 1960s. The British people did not want to help the building of a European  
super-state in which their independence would be weakened and lost.  
Unfortunately, by the early 1970s many top British policy-makers were 
afraid that the UK would be ‘left behind’ its economically dynamic European  
neighbours. To them membership of the Common Market seemed  
absolutely essential and they were prepared to pay a price for joining it.  
They were prepared to pay a price, even though all that the UK wanted  
was European free trade and – as has explained – the cost of administer- 
ing customs unions ought to be tiny. But the Heath government that  
negotiated Common Market accession in 1973 knew that the membership 
fee could not be too much, as that would alienate British public opinion. 

The result was therefore a membership fee – in terms of the direct fiscal  
cost – which was neither enormous nor trivial relative to GDP. The cost  
was large compared with most other EEC/EU states, in that for most of 
the last 40 years the UK has paid more than any other member state 
apart from Germany. Of course Germany’s motives for the large sums that  
it has committed to European integration have always been totally  
different from the UK’s. Germany not only lost the Second World War,  
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but also did so after horrific breaches of civilised standards in its treat- 
ment of racial minorities and subjugated territories in the early 1940s.  
German public opinion has seen European integration as a means both  
of compensating its neighbours for past wrongs and of seeking wider  
geopolitical reinstatement. 

The 2012 and 2013 editions of this study argued that the direct fiscal cost is, 
in fact, only part of the cost of EU membership to the UK. Far more important  
nowadays are the costs of regulation and waste, which were not even  
considered in the original negotiations. It is important to remember that the 
UK’s status as a net contributor to EU funds goes back to the disappoint-
ments and resentments of the original applications back in the 1960s and 
early 1970s. From a wider historical perspective, the UK – unlike the other 
big consistent contributor, namely Germany – has no reason to be ashamed 
of its past or to offer ‘blood money’ to its neighbours. The British interest in 
Europe has always been commercial and economic, while a customs union 
or free trade area can operate successfully with a disputes panel with a cost 
that is negligible compared with the current direct fiscal cost of the UK’s EU 
membership. 
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Does Britain win or lose economically from its 
membership of the European Union? And how do 
any benefits compare with the costs? Is there in 
fact a net cost to us from belonging to the so-called ‘
European club’? And, if there is a net cost, how  
large is it and what does that mean for the UK’s 
membership of the EU in future? 

In this study Tim Congdon, runner-up in UKIP’s  
2010 leadership election, reviews the costs of EU 

membership to our country. These include the direct fiscal cost, the 
costs of regulation, the costs of resource misallocation, the cost in  
lost jobs, the costs of waste, fraud and corruption, and the potential 
costs from the possible failure of EU institutions, ‘benefits tourism’
and ‘health tourism’. His verdict is that the costs total 12% of our 
national output. (This is ½% of national output higher than his estimate 
in the 2014 edition of How Much Does the European Union Cost 
Britain?, reflecting the ever-increasing burden of EU regulation.)

This study is the eighth in a series started by Gerard Batten MEP in 
2006. Tim Congdon is a well-known and influential economist, who 
was a member of the Treasury Panel of Independent Forecasters  
(‘the wise men’) between 1992 and 1997, and advised the then  
Conservative government in a successful period for economic policy-
making. Gerard – who supported Tim in his 2010 UKIP leadership bid 
– was first elected to the European Parliament as MEP for London in 
2004 and was re-elected in 2009 and 2014. He uses his position as an 
MEP to campaign for Britain’s unconditional withdrawal from the EU. 
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