SPEECH BY THE RT HON LORD OWEN

‘THE COURAGE OF OUR CONVICTIONS’

Thursday, 19 May 2016
Vote Leave HQ
3 Albert Embankment
London SE1 7SP

1

Vote Leave is the designated group by the Electoral Commission and
operates under the collective leadership of Gisela Stuart, Michael Gove
and Boris Johnson. All three of them over the years that I have watched
them in Parliament have not shown a trace of racism or nationalism in
their political careers. Now they have the courage and determination to
face the British people with the real risks of remaining within a
dysfunctional EU of 28 countries. The risks of leaving over a decade and
more, in my judgement, are far less than the risk of remaining.
In a submission to the Electoral Commission for designation (see Annex
A) I stressed that Vote Leave would be supported by a substantial number
of Labour voters on 23 June, even though a large majority of Labour MPs
are committed to support remaining in the EU. I pointed to an opinion
poll after the General Election that 19% would have been more likely to
have voted Labour if that party had promised a referendum.
The reason for this is the long and tortured history stretching back to
1962 of Labour leaders, members and voters towards Europe which has
left a deep seated ambivalence. This ambivalence makes for many
questions which I have heard as I move around the country campaigning.
I thought it might help to bring these Q and As to our HQ and answer
questions here. They are, of course, my personal views.
1. What has changed in the EU from the last referendum in 1975?
The answer is simple: it is the euro. This experimental currency has
changed everything. Europe was reasonably successful until the euro
began to be introduced in coins and notes in 2002. The global economic
crisis in 2008 exposed the fact that the euro was from the start an
economic experiment. Many people believed, including the German
Bundesbank, that you could not have a currency without having a
country. This had been tried before down the centuries and had always
failed unless the initial grouping of nations merged into one country.
This referendum offers the best opportunity in our lifetime to vote to
leave the EU and thereby ensure that there can be no question of the UK
finding itself in a position where we are unable to stop the inevitable
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direction of travel of the EU/Eurozone with the UK in it becoming in all
its essentials a United States of Europe.
Hugh Gaitskell was Labour’s leader when the whole question of the UK
joining the Common Market was advocated by the Conservative Prime
Minister, Harold Macmillan. Gaitskell was correct to say on 21
September 1962 that if a United States of Europe ever came about it
would mean the end of Britain as an independent nation, “the end of a
thousand years of history”. He went on to say that he did not think that
the British people “will in a moment of folly, throw away the tremendous
heritage of history.” That is the essential choice for everyone on 23 June.
The key question is whether the UK should get out from under the
EU/Eurozone for economic as well as political reasons? Find new global
markets and greater independence. I believe it is imperative that we do so.
The analysis of the former Governor of the Bank of England, Mervyn
King, in his new book with the thought provoking word "Alchemy" in its
title is both clear and simple1. The Euro crisis will continue, a euro
collapse will follow unless in effect a country emerges inside Europe to
run this currency with a fiscal and federal union.
2. Why should the Centre Left vote to leave?
The answer is that a socially progressive Europe died in the austerity that
followed the euro crisis of 2010. Over the last six years, since the
EU/Eurozone crisis began, the European Council and Commission have
done much to destroy the very concept of the social market. They have
acquiesced in levels of unemployment in EU countries not seen since the
post Second World War economic collapse. Uncontrolled migration has
also had far reaching social consequences, all too often ignored and very
rarely provided with offsetting financial resources. In some countries the
crisis has been an excuse for low wages and inadequate skill training. In
terms of pay, pensions, the wealthy have surged ahead while the average
worker has been lucky to hold their own. Standards in terms of public
provision of health, education and housing have suffered immensely.
1

Mervyn King, The End of Alchemy, Money, Banking and the Future of the Global
Economy (Little, Brown, 2016) pp 232-3; 237, 336, 344.
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Let me illustrate why I fear so much the effects of a Eurozone collapse.
I have had a house in Greece for 15 years and have watched in horror the
tragic consequences of a near collapse of the euro in that country. The
stark poverty, appallingly high unemployment, empty shelves in
pharmacies and restrictions on Greeks drawing out euros from banks has
already had a profound impact on the political credibility and the
economic viability of the EU/Eurozone. Have that happen in a large
country like Italy or two other countries, like Portugal and Spain, and the
effect on the UK economy would be all pervading because we are in the
EU.
The structural design faults of the euro have barely been tackled. This has
made the risk of a euro collapse far greater and its consequential impact
on the UK far higher. Every single year that the UK can put under its belt
in a transition out from the EU/Eurozone reduces the chance that we in
the UK will be dragged down as a result of a euro collapse, even though
we are not within the Eurozone. That opportunity to leave we should
seize on 23 June.
It is also the best possible political moment to leave. There are four years
until the next General Election in 2020 and because it is a fixed term
Parliament the likelihood of a General Election is very small indeed. The
Labour Party, we all know, needs time for its new leader Jeremy Corbyn
to adjust to its MPs and they to him. Meanwhile the present government
has the experience of six years in office and has time to handle the
transition out of the EU before facing the electorate. A referendum is not
a General Election. There is no manifesto and it will be for this
government to implement the decision we take on 23 June. In the
meantime no one knows when a Eurozone collapse might happen but we
do know that many serious figures predict that it will happen, not least the
former Governor of the Bank of England, Mervyn King, who is quite
clear that unless there are structural changes in the Eurozone a euro
collapse is inevitable.
In the renegotiation document presented to the House of Commons by
David Cameron on 3 February 2016, though little commented on at the
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time, he agreed that Britain “shall not impede the implementation of legal
acts directly linked to the functioning of the euro” and furthermore “will
not create obstacles but facilitate such further deepening.” That means in
EU language we have given up our blocking powers within the Treaties
on the path towards a United States of Europe.
Labour and Conservative governments would in the past have
automatically blocked those amendments for fear of presaging too great
a degree of political integration; for similar reasons they would never
agree to give blanket approval to “deepening” measures to end the
democratic deficit in the EU, such as electing a President of the
Commission, or the President of the Council composed of Heads of
Government, or giving more powers to the European Parliament all
through Europe-wide elections.
It is also an incontrovertible fact that many of these changes which are
necessary for the Eurozone to survive, and on which David Cameron has
formally abandoned the UK veto, will draw closer the point where some
of the 19 EU/Eurozone countries do form a United States of Europe
establishing one country to run one currency, one defence and one foreign
policy. Other EU countries will be left in a limbo, feeling second-class
citizens without the euro currency they had far too optimistically joined.
Perhaps they will return to the Community model.
3. Tell us the truth about the economics of remaining in or leaving
the EU?
There is no fine calculus that can weigh up the consequences of either.
Economics is not a pure science, there are too many behavioural
consequences to assess. Almost all the forecasts are ridiculously shortterm – but became equally ridiculous in extending projections of
household income out as far as 2030 as in the Treasury’s pure propaganda
dossier.
The unwarranted fear that David Cameron has most recently engendered
is with the head of Serco that has profited from big government contracts.
It began in February and shows how much No 10 is manipulating the
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FTSE 500 corporates while to the rest of us pretending to negotiate with
the EU with an open mind. The economic issues are not as one sided as
the Prime Minister and the Chancellor present. Entrepreneurial people in
particular see the reality that there are huge opportunities in the global
market. City corporates like Bloomberg protect their interests.
With few exceptions the voices of doom we hear today were telling the
British people seventeen years ago we had to join the euro. To counter
that nonsense I helped create a cross party organization, New Europe, of
which I was chairman in 1999. Together with Business for Sterling we
were able to wrap up our campaign in 2005 when joining the euro was
no longer a threat. Tony Blair, then Prime Minister, had hoped to call a
referendum endorsing euro membership in the summer of 2003 on the
back of a “Baghdad bounce” in the opinion polls. The failed aftermath to
the invasion of Iraq ensured there was no "bounce" in the polls. Many
Blairites, however, still dream of euro entry for the UK.
It was noteworthy that on 27 April Michael Heseltine, a prominent
Conservative and supporter of remaining in the EU, was honestly saying
"One day we will join the euro. There's no hurry and I don't think it's
going to happen in my lifetime" (he's 83.) There are many like him in the
remain campaign, closet Federalists who take his view but pretend euro
entry will never happen. David Cameron now claims it will never happen
but he is retiring before the next election. Promises are cheap at this stage
in the campaign from people who want voters to ignore the inexorable
direction of travel toward a country called Europe made ever closer by
the creation of the euro.
Technically anyone can always predict a short-term hit to the economy if
one pre-supposes a big enough psychological or confidence set-back. But
the possibility of a so-called ‘technical recession’, meaning two quarters
of negative economic growth, is not what matters, when set against the
basic course of the economy transcending short-term cycles. In or out of
the EU is not going to make a huge difference to that, because it depends
mainly on the pace of technical change and other influences on ‘total
factor productivity’ which are far more important than the differences
between EU trade access (single market) and UK WTO trade plus
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bilateral trading agreements (low tariffs).
The case for leaving the EU does not and should not depend on
the ‘nicely calculated less or more’ of short-term economic forecasting,
but on the broad fundamentals. This must include budgetary questions
which is a quagmire in the EU which I have tried to explain in detail in
Annex B on the EU Budget. Budget pressure from the EU Commission is
always onwards and upwards, away from grants from governments to
introducing new taxes to be paid direct to the Commission.
4. Tell us the truth about immigration
The total cost of the EU founding principle of free movement of labour
and people is unknown. The already hard-pressed British taxpayer sees it
as an additional cost and out of control cost. Instead of complaining about
the past we must resolve to transform the future. Here is a personal idea.
Leaving the EU means that £10 billion a year - £50 billion over five years
- can be invested from this Budget saving starting, say, on 1 July 2018.
This is our National Dividend like the so-called Peace Dividend we used
to save money on the defence budget after the fall of the Berlin Wall. It
would be a tragic lost opportunity if this was not spent creatively and just
went into the normal Treasury pool. The National Dividend should be
earmarked and put under the direct responsibility of a Cabinet Minister,
preferably without a portfolio, to be used to restore the damage done by
uncontrolled immigration to the fabric of British society over many years
in specific parts of the country. It could be split into three broad
categories – possibly 50% for elements in the NHS, 25% for education,
mainly primary schools, and 25% for low cost housing. But only in these
areas of the UK affected by immigration designed to help all those
affected. Applications would be invited only from such areas. The
Dividend would not be generally released to Whitehall departments
though their assessment could be helpful as decisions are taken over the
individual projects. But Whitehall must not spend the Dividend or offset
it in their distribution of funding. Only those areas associated with high
immigration past and present will gain. Labour must recognize that in the
words of Jack Straw “a spectacular mistake” was made by Labour in
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2004 when they produced a ridiculously low estimate for how many
Eastern Europeans would take up unrestricted access. Those errors have
been repeated by the Conservative/Liberal Democrat coalition and now
the Conservative government. Today England is the most densely
populated country in Europe except for Malta. We can live in harmony
with immigration in the UK, of that I am confident. But only with the
targeted resources which the British Parliament must control. The facts
on immigration must be honestly presented and openly debated. The ONS,
which has had a great reputation in the past (they insisted during the 1970
election that the balance of payments had to be presented honestly) must
be charged with providing more detailed information.
5. Do the IMF and Bank of England Reports matter?
The short answer is ‘Yes’ and ‘No’. The IMF used to be a very respected
institution. And it is very important that steps are taken in Washington by
G20 countries to restore its reputation. Economic correspondents have
criticized the Bank of England but they have not lampooned their report
to the extent that they have rightly done over this UK IMF report. The
Bank of England’s was a normal quarterly report and they are charged
with certain responsibilities and open disclosure. The expectation must
be that the Bank will resume its traditional low profile. The appearance of
the Governor on Andrew Marr’s show should be his last TV appearance
until the referendum now we are approaching the ‘purdah’ period.
The IMF Managing Director, Christine Lagarde, in contrast to the Bank,
is flagrantly trying to influence the UK debate and doing so under the
guidance of George Osborne. That cannot be allowed to continue. This
conduct has a name - “rigging elections”. It is not acceptable that the
IMF intends to make a fuller report on the UK in the middle of June
during our ‘purdah’ period for the referendum. Other international bodies,
including the EU, are showing respect for our referendum and wisely not
intervening with announcements at this late stage. The Cabinet Secretary
should ask the Chancellor to request that Christine Lagarde does not
pursue this timetable and he would be doubly justified in doing this by
the drubbing she has had from independent analysts summed up in the
headline in the business section of one newspaper “This attempt to play
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politics with our self-determination is an argument to leave in itself.”
I wonder how long the IMF as a whole will tolerate Mme Lagarde’s
performance. Perhaps they see it as a diverting attention from the crisis
in Greece or even more importantly from an impending crisis in Italy,
which on grounds of size alone could collapse the euro. Lagarde is
following in the footsteps of her French predecessor, Dominic StraussKhan, in pursuing a French political agenda. In doing this she is going a
long way to ensure that her successor will not be a European.
Italy is very vulnerable. One poll from IPSOS/MORI shows 48 per cent
of Italians would vote to leave the EU if they could. Not just the Five
Star Bepe Grillo movement want to restore the lira. Other politicians and
political parties are exploring the possibilities. Unemployment levels
nationally are 11.4% but this is felt to be an under estimate. In regions
like Campania the level is 53%, 56% in Sicily, 65% in Calabria. Italy
still has an incipient banking crisis and their banks have not yet written
down €83.6 billion of worst debts. The EU bail in law is claimed to be “a
source of serious liquidity risk and financial instability.” by Banca
d’Italia. Italy has lost 30% in unit labour cost competitiveness against
Germany in 15 years which they could in the past have made good by
devaluation. The present situation is intolerable only masked by the
Italian Governor Draghi’s quantitative easing through the ECB (Annex C:
Key Italy Facts).
The EU/Eurozone has meanwhile become so dysfunctional that despite
international pressure to reform, it still believes it can continue without
introducing a mechanism for fiscal transfers. There is not sadly the
political will, the cohesion, nor the political capacity to change the
Treaties to support transferring money between rich and poor parts of the
EU/Eurozone. Short of being driven to reform in the midst of a euro
collapse the EU/Eurozone is very likely, as I discovered on a visit to
Berlin early in 2016, to remain unchanged until 2023, maybe 2025 or
possibly even longer. This is not a British criticism alone, it is fully
shared by the US.
Geithner, the former US Secretary of the Treasury, writes in his book
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Stress Test in words with which I totally agree. "For all the flaws of the
US system, our fragmented regulatory agencies were at least part of the
same nation, with a common language and traditions. And we routinely
transferred resources to economically weak regions through our national
budget."
Today in 2016 the euro crisis is in its seventh year and still basically
unchanged. This is despite constant urging by Geithner and his successor
as Secretary of the Treasury, Jack Lew and our Chancellor of the
Exchequer, George Osborne. The Eurozone is now practicing quantitative
easing under the European Central Bank (ECB) Chairman Draghi and this
technique used by the US and UK may be improving recent quarter
growth figures in the Eurozone. Hopefully this growth will be sustained,
but the flawed design remains and as Geithner wrote looking back "after
building some credibility with the markets, the Europeans quickly
squandered it, a pattern that would recur over time."
6. How do we leave?
Assuming that the British voters decide to leave next month it would be
reasonable for the Treasury to assume an exit transition from the EEA
Single Market of two to three years. That does not mean necessarily
invoking Article 50 which specifies two years and envisages a possible
yearly extension. That Article whose words are covered in Annex D is
very strangely drafted and we need to be very sure what interpretation is
being put on it within the EU before activating it. That decision cannot
constitutionally be pre-empted by David Cameron on 24 June outside No.
10 as the Remain camp seem to assume in their internal document. It can
be only taken after very careful discussion within a Cabinet which itself
will have to reflect on the verdict of the voters the previous day. The
Cabinet will need to consider a series of detailed papers on the various
aspects of leaving which they should have seen in 2013. By any standard
of good governance detailed papers on the economies of leaving or
remaining should have been presented to the Cabinet under the
supervision of the Cabinet Secretary at the very least before the Prime
Minister, David Cameron, made his commitment to call an in/out
referendum in his Bloomberg speech on 23 January 2013. It is painfully
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apparent that no such detailed Treasury risk assessment too place. Yet
now what is being presented to the British people as FACTS were never
presented to the Cabinet even before the General Election and their
manifesto was published in 2015. This is a dereliction of constitutional
duty for which three people are responsible. David Cameron, as Prime
Minister, George Osborne as Chancellor of the Exchequer and Sir Jeremy
Heywood, the Cabinet Secretary. It raises fundamental questions about
whether this referendum is being conducted fairly and objectively from
No 10. I believe it is not and the Cabinet Secretary will be held
responsible for this by history.
7. What happens if we stay?
‘Remainers’ must hope against the realities of the intermittent progressive
integration, which has developed ever since 1956, that the UK can exist
as the Britain of today alongside and evermore integrated EU/Eurozone
and that it is sufficient to rely on the content of the document lodged with
the UN. We will be evermore separate politically and economically yet
still within the grip of the Treaties if they pursue Eurozone reforms. What
David Cameron conceded in his negotiation with the EU/Eurozone
automatically lapses if we vote to leave. The Deputy Governor, Sir Jon
Cunliffe, has cast doubt anyhow on the most critical area. UK objections
may be raised about the concerns about finance ministers making
economic and banking decisions at the European Council but not only is
there no formal right for this but there is no voting power attached to the
discussion even if it takes place.
The European Union Act 2011 mandates referenda in the UK if our
sovereignty is affected. On the face of it this would provide an obstacle
to implementing David Cameron’s commitment not to interfere. I believe
on the basis of 50 years parliamentary experience this apparent
contradiction will create endless difficulties and represents a profound
misjudgement that will haunt those who vote to remain.
Many in Brussels today see the threat of a Eurozone collapse as an
opportunity to bring into force in speeded up time more steps towards a
United States of Europe. It is believed on good authority that Germany
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and the Netherlands have already made an agreement to retain the euro
whatever happens to the other Eurozone countries. A pattern is becoming
clear. A stronger but smaller EU/Eurozone. A weaker but larger EU/nonEurozone with the UK sitting in but evermore sidelined.
8. What are the opportunities outside the EU/Eurozone?
The challenge for those who want to leave the EU in 2016 is that we will
only succeed if we are the internationalists. The champions of global
openness. Just as we oppose being shut up in an EU laager, we must
oppose racism in all its forms in Europe, in the UK and worldwide. We
must embrace diversity in our country, not in rhetoric alone but with the
financial resources to make that diversity cohesive within our society
which I have outlined in Question 4.
As ‘leavers’ we must recognize that a majority in Scotland might prefer
to remain in the EU. Equally it has to be remembered that the
announcement of the in/out referendum took place a year before the
Scottish referendum which decided to remain in the UK. There will be
no early repeat of that referendum. That is another misplaced scare story.
Referendums are a lifetime choice, not a three to four year repeat. The
SNP were wise not to make a commitment to this in their Assembly
elections. But there is a special responsibility I believe to recognise the
national diversities of the Scottish, Welsh and Irish nationhood more
comprehensively within the UK, more than we have done so far. A vote
to leave will mean that we should deepen our union within a federal UK.
A very much better prospect and on a more appropriate scale than any
federal United States of Europe that can possibly emerge from the 19
member Eurozone countries.
By choosing independence on 23 June we remain of course part of
‘Europe’ as a whole, but not part of an evermore integrated Eurozone nor
of any continuing EEA though we expect to negotiate a bilateral trade
agreement with the EEA. The UK will be what we are – the fifth largest
country in the world, a growing European nation. One that may even
surpass in size Germany in the foreseeable future. A permanent member
of the Security Council, the strongest militarily European member of
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NATO. A country which remains a member of the European Court of
Human Rights in Strasbourg created in 1947. No longer, however,
involved in the EU’s Charter of Fundamental Rights which has become
evermore powerful, despite being dismissed by our politicians as having
no more relevance than the ‘Beano’, which the ECJ used to take control
of our extradition policy and even a specific British Bill of Rights will be
capable of being challenged by the ECJ using this Charter.
A high constitutional priority following a decision to leave the EU would
be to convene a UK cross party Constitutional Convention to design a UK
federation reflected in a second chamber to replace the House of Lords.
9. What lies behind the idea of a United States of Europe?
Jean Monnet and others thought supranationality in Europe held the key
after Woodrow Wilson’s failure over the League of Nations to convince
Congress following the Treaty of Paris in 1919. There was much
theoretical and philosophical writing about this in the 1920s and early
1930s.
After the Second World War slowly links were built up between
Germany and France and the supranational European Coal and Steel
Community was established containing the essence of the overall Monnet
plan. Where Monnet went wrong, history may show, was in the scale of
his ambition to include defence and encompass all of Europe. The
European Defence Community (EDC) Treaty was refused ratification in
1954 by the French Assembly but as a concept it is re-emerging in the
German EU defence initiative being reforms held back until after our
referendum.
The belief in Federalism has waxed and waned in Europe. Of course the
founding fathers of the European Economic Community, people like Jean
Monnet and others wanted Federalism to be the end result. Monnet's
biography by Eric Roussel published only in French reveals how much of
his life was spent in America. General de Gaulle thought of Monnet as an
American agent! In the Second World War Monnet was close to Franklin
Roosevelt and subsequent US administrations worked with Monnet. (He
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was a friend of John Foster Dulles, the influential Secretary of State
under President Eisenhower.)
The State Department's longstanding support for a United States of
Europe has been pretty obvious over the decades. President Obama seems
to have bought into this vision. Hitherto that State Department view had
been checked by the Pentagon with the approval of all previous
Presidents. I discussed this different approach between the Departments
over two decades with a very good friend, the former Secretary of State
Cyrus Vance. Declassified documents from the State Department
archives show that the US funded Monnet's European Movement in a
memorandum signed by General William J. Donovan, previously head of
the wartime Office of Strategic Services (OSS), the precursor of the CIA.
In 1949 Donovan, who was not officially in government, became the
Chairman of the newly formed American Committee on United Europe
(ACUE) promoting European Unity. Allen Dulles was then on its board.
One memorandum from Donovan dated 26 July 1950 reveals a campaign
to promote a full-fledged European Parliament. In 1958 ACUE provided
53.5% of the European Movements Funds 2 and the European Youth
Campaign was 100% funded by ACUE.
A memorandum released from the State Department archive is of great
significance to our own UK referendum today. Written on 11 June 1965
it appears to instruct the Vice President of the European Community to
pursue monetary union by stealth, suppressing debate until the "adoption
of such proposals would become virtually inescapable."3
It is hard to escape the conclusion that the US and UK politicians and
thinkers are still divided over a single state emerging in Europe and over
its implications for NATO. The different conflicting objectives inside the
US government between the State Department and the Department of
Defense have not been resolved. This is why the UK outside the EU has a
very important role to champion NATO with the US Congress and with
US intellectual and public opinion.
2

Ambrose Evans-Pritchard,. ‘Eurofederalism financed by US Spy Chiefs’, Daily
Telegraph, 19 September 2000.
3
Ambrose Evans-Pritchard, ‘The European Union always was a CIA project, as
Brexiteers discover’, Daily Telegraph, 27 April 2016
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I was in Paris in April speaking on a European Movement platform along
with the former Prime Minister of France, Michel Rocard. He is a friend
dating from the late 1960s and a convinced believer in a United States of
Europe for France and continental Europe. I am, by contrast, a convinced
anti-federalist for Britain. Yet now for the first time we both agree that it
is time for the UK to leave the EU. Why? The reason on my part is that
resolving the Eurozone crisis is urgent and it needs a smaller Eurozone. It
will be essentially a United States of Europe creating to all intents and
purposes a country. Without it I do not believe the euro currency can
survive and the political unity of Europe will suffer which I do not wish
to see. Economically a euro collapse we know in the UK would be very
damaging to us; far more damaging incidentally than to the US. It is a
great mistake to believe that the UK is shielded merely by not being part
of the Eurozone. Our exposure stems from our membership of the EU and
being neighbours. We cannot change the geography of Europe but we
can and should cease to be a member of the EU but remain good
neighbours.
10. What are the overall gains for the UK leaving the EU?
The advantage of the UK leaving the EU is the clarity of objectives it
brings to the development of Europe. It will hopefully focus more
attention on NATO ending the pretension of the EU over defence and
some aspects of foreign policy, its besetting sin. The UK will return to
self government over the economy, defence and foreign policy, making
its own laws, controlling properly movement across our border with the
absolute right to refuse entry from EU member states which is something
we cannot do at present because the ECJ allows only very limited border
rejection. We will introduce a points system for immigration which will
apply worldwide and gain the benefit of immigrants in our country as we
have done for centuries. We will be free to trade worldwide again, to
rediscover ‘blue water’ diplomacy.
The EU will be, like ourselves, able to make their own monetary, defence
and foreign policy within the context of IMF, WTO, NATO and the UN.
Much as Canada does. Far from leaving being of itself damaging, Brexit
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makes it easier for the EU - if it can summon the will - to resolve the
Eurozone crisis, but whether or when this might happen is anyone’s guess.
A continental United States of Europe almost certainly not as large as the
nineteen in the present Eurozone, could have a global economic
stabilising effect. Its size would depend on the financial discipline its
poorer members are ready to apply in exchange for fiscal transfers and
the generosity of the richer countries.
There would be a special responsibility for the UK as an integral part of
leaving the EU to devote more effort and more resources to NATO. We
could use all our saving from EU defence in CSDP and from EU CFSP in
the EEAS budget. By agreement with the EU we might be able to use the
legal power in the Vienna Convention and give the standard notice of one
year for withdrawing from an international treaty4 in specific tranches
rather than wait for one large all-embracing exit. (See Annex D re
provisions) This might be a better arrangement for both the UK and the
EU rather than using the full EU Treaty amendment procedures under
Article 50 for a two year transition and not risking referendums in some
member states. Such ideas certainly need to be discussed by the Cabinet.
All in all, 23 June can be the start of a rejuvenation of the UK. I urge
people to Vote Leave for what history will declare was our Independence
Day.

END

4

The Vienna Convention on the Law of Treaties ‘Part V: Invalidity, Termination and
Suspension of the Operation of Treaties’ (Articles 42 – Article 72).
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ANNEX A
Ms Jenny Watson
Chair
The Electoral Commission
3 Bunhill Row
London EC1Y 8YZ
22 March 2016
Dear Jenny Watson
In supporting the Vote Leave campaign in their application to be the designated
campaigning organisation in the forthcoming EU referendum on 23 June, I believe it
is reasonable to see their position as reflecting a longstanding opinion amongst many
centre left voters in the UK against belonging to a federal Europe. This is the essential
fault line for many which opened up in 1991 with the emergence of the Eurozone and
the belief that a successful currency needs a country.
The Labour leader, Hugh Gaitskell, when I was the adopted parliamentary
candidate for Torrington North Devon, decided on Labour’s course of opposing
European federalism linked to joining the Common Market between mid-July and
mid-September 1962, heavily influenced by clashes with the powerful Dutch socialist
and federalist Paul Henri Spaak, and reflecting the content of another earlier meeting
in April with Jean Monnet. Both had a strong federalist vision and disliked Gaitskell
stressing that nobody in Britain was advocating moves to early federation and his
refusal to go further than the exact wording of the Treaty of Rome.
On 21 September Gaitskell replied to Macmillan’s broadcast the previous day,
asking rhetorically if Macmillan wanted to enter a European federation. He warned
that if so, ‘it means the end of Britain as an independent nation; we become no more
than “Texas” or “California” in the United States of Europe. It means the end of a
thousand years of history; it means the end of the Commonwealth, to become just a
province of Europe.’ Gaitskell’s warning against a United States of Europe then and
his stress on the need for vigilance about it emerging by default has remained as a
guiding principle for myself over all these years. It is that tradition, in my view, on
which a significant portion of Vote Leave support draws.
Four days after the Heath–Pompidou breakthrough meeting in May 1971 in
Paris, James Callaghan, an elected Treasurer of the Labour Party then in opposition
but former Chancellor of the Exchequer, spoke in Southampton. In his speech
Callaghan explored whether the Werner Report’s advocacy of a single currency
would mean a federalist Europe. This was at a time when Heath was still able to claim
that decisions on this subject would have to be taken unanimously with a veto
retained. Callaghan challenged the logic, saying: ‘I understand there is to be a
confederation of member states whose ministers will retain full powers of decision.
That is to say, they can disagree with decisions taken by other countries and so can
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prevent action by the EEC countries. This is a contradictory position for, if there is to
be a successful economic and monetary union, then member states will have to
subordinate their own fiscal, taxation and monetary policies to a central governing
body.’ These were prophetic words anticipating not only the eventual structure of an
autonomous European central bank that was to emerge in the Maastricht Treaty, but
the design flaws in that treaty and the crisis in the Eurozone that began in 2009 and is
still with us in 2016. Only in the light of the various failed experiments with currency
stabilisation, such as the European Monetary System (EMS) and its all-important
Exchange Rate Mechanism (ERM), were the French ready, at Maastricht, to concede
to the German Bundesbank that independent bankers should control the Eurozone’s
interest rate and thereby its exchange rate and ultimately its unemployment rate.
Eventually in the autumn, when Heath knew he could not win with his own
votes, he conceded a free vote but by then the majority of the Labour shadow Cabinet
and of Labour MPs were now determined to have a three-line whip. Sixty-eight
Labour MPs voted on 28 October to support entry of which I was one. There was a
cross-party majority of 112. Yet on the detailed legislation, four months later, in
February 1972, the majority had fallen to eight. Had every Labour MP joined the
thirty-nine Conservative and Ulster Unionist MPs who voted against the principle of
entry, Britain would not have been able to sign the Treaty of Accession in Brussels on
22 January 1972.
In 1992 the question of a referendum burst on the political scene and has
remained on the agenda on a cross party basis eversince.. The issue came up over
whether the Labour Party should support a Conservative backbench amendment to the
European Communities Bill supporting a consultative referendum prior to entry. The
Labour Party conference had voted against a somewhat similar referendum motion at
Brighton the previous year. At the Shadow Cabinet on 15 March there were only four
votes in favour of voting for the Conservative amendment and Harold Wilson spoke
against a referendum. Fatefully, next day President Pompidou announced there would
be a referendum in France on the question of enlarging the Community to include
Britain. The Labour Party National Executive Committee (NEC) then voted on 22
March to support Tony Benn’s initiative in favour of a referendum. On 24 March
Edward Heath unexpectedly announced that for the first time ever, the UK would
admit the principle of periodic referendums in Northern Ireland on the issue of union
with the South.
When the Shadow Cabinet met on 29 March the political climate had changed.
They reversed their position of only a fortnight before, voting for the Parliamentary
Labour Party to support a consultative referendum.
The forthcoming referendum in 2016 is most like the 1975 referendum on the
European Community. Not because the subject – Europe – is the same, but because
the politics behind the calling of these two referendums are remarkably similar. In
both cases the governments, Labour and Conservative respectively, promised a
referendum on a renegotiation during the previous general election. Both parties had
within the ranks of their MPs deep differences on the desirability of continuing to be
members of, respectively, the Common Market and the EU. In 1974 and 2016 both
governments knew that the British electorate were deeply divided.
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In government Harold Wilson, as Prime Minister, and James Callaghan, as
Foreign Secretary, oversaw the 1975 referendum. Continued British membership of
the European Community was the crucial factor for Wilson and the renegotiated terms
were peripheral, but neither Wilson nor Callaghan ever accepted an integrationist
agenda and they were very careful at all times to protect the self-governing nature of
the UK and made clear throughout they were ready to live with a ‘No’ vote.
Callaghan was arguing in the event of a ‘No’ vote still on 14 May 1975: ‘We should
have to begin to act immediately e.g. on European Communities Act 1972 to restore
supremacy of UK sovereignty.’5
The document sent out on behalf of the ‘Yes’ grouping, led by Roy Jenkins
and Edward Heath, set the tone for the referendum campaign in which the threat of
European monetary union reappearing was dismissed out of hand. The exact words
were in the ‘Money and Jobs’ section: ‘There was a threat to employment from the
movement in the Common Market towards an Economic and Monetary Union. This
could have forced us to accept fixed exchange rates for the pound, restricting
industrial growth and so putting jobs at risk. This threat has been removed.’ By 2016
the failure of the euro and monetary union has become a core question.
At the end of July 1977, an all-day special Cabinet meeting on Labour’s
European strategy was held and as Foreign Secretary I prepared the papers for it at the
request of Prime Minister Callaghan. Looking back over the last thirty-nine years it is
salutary to read the papers produced. They were firmly pro-European, but antifederalist, and made points about the democratic and political arguments for
enlargement of the Community to include Greece, emerging from a junta of military
leaders, and Portugal and Spain, from the fascist leaderships of Salazar and Franco
respectively. Tony Benn accurately describes in his diaries what then happened ‘at
one of the most remarkable Cabinets he had ever attended’.6 That Labour Cabinet
defined the position on the European Community: ‘Yes’ to Britain’s continued and
constructive membership, specifically ‘No’ to the integrationist wish eventually for a
single state, a United States of Europe.
In 1978 the Labour Cabinet agreed to deposit gold in the European Monetary
System [EMS] but declined to join the fundamental mechanism, namely the
commitment to keep one’s currency from fluctuating beyond certain bands in the
Exchange Rate Mechanism [ERM]. The Cabinet agreed to join the System but not
the Mechanism. The Parliamentary Labour Party was very uneasy about the whole
EMS issue and over a hundred backbench Labour MPs signed an early day motion
against it. At a meeting there was an attempt to restrict the Prime Minister’s freedom
to sign up for any arrangement; but he insisted vigorously on the government’s right
to settle for a compromise.
The necessary procedural hurdles were passed by the Callaghan government
for full membership by any future government if it was felt appropriate. When Britain
joined the ERM in October 1990, no new legislative authority was required and entry
5

Stephen Wall, The Official History of Britain and the European Community, vol. 2:
From Rejection to Referendum, 1963–1975 (Abingdon: Routledge, 2013), p. 588.
6
Tony Benn, Conflicts of Interest: Diaries 1977–80 (London: Hutchinson, 1990), pp.
201–6.
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was fixed up quickly and conveniently over a weekend. A precedent was also set for
going along with European Monetary Union in the Treaty of Maastricht but remaining
outside the crucial mechanism of the Eurozone. Membership of the ERM, as opposed
to EMU, was not irrevocable. As with membership of the ‘snake’, if the conditions
inside became disadvantageous any government was free to come out.
This distinction between the design of the EMS and that of EMU, where
membership was designed to be permanent with national currencies abolished, is
often not stressed enough. The EMS and EMU also represented very different
conceptual designs: the EMS was a largely technical way of trying to achieve
monetary stability, whereas EMU was, first and foremost, a political decision to lock
currencies together by merging them into one. Nor was enough attention given to the
nature of the political agenda that lay behind EMU. It is predominantly advocated by
those who have always been in favour of the concept of an integrated single European
state.
On 1 October 1979 the Labour Party Conference voted overwhelmingly to
include the withdrawal from the European Community as a priority in their next
manifesto and Peter Shore argued that there was no necessity to revert to yet another
referendum. The 1983 General Election manifesto contained that pledge. The
Conservatives won 397 seats, Labour had 209, the Liberals 17 and SDP six. For its
27.6% of the vote Labour got 32% of the seats. The SDP/Liberal Alliance got 25.4%
of the vote but only 3.5% of the seats.
The Maastricht Treaty signed on 7 February 1992 was the major change of
direction in what was now called the EU. A single currency was and remains a deeply
federalist policy. Experience with the introduction of a common currency worldwide
is that it fails if it is not soon developed from a grouping of nations into a single
country. Not surprisingly, the next move was an open espousal of a Federal Europe.
On Monday 17 June 1991, at a meeting of foreign ministers in Luxembourg, a
Dutch presidency paper was presented in which, for the first time in the history of the
European Community, an explicit reference was to be made in a treaty to the ‘federal
goal’ of European union. The paper also proposed a further round of
intergovernmental negotiations in 1996 on a new federal constitution. Douglas Hurd,
as Foreign Secretary, immediately rejected these words on behalf of the British
government.
On Wednesday 16 September 1992, just a few months after the general
election, Britain was forced out of the ERM by pressure on the currency market. In
retrospect nothing that day could have stopped the UK coming out of the ERM. It
would have been wiser to raise interest rates as Eddie George, the governor of the
Bank of England, wanted before the money markets opened, but that would not have
stemmed the speculation. The ERM was suffering a systemic crisis and currency
experts like George Soros saw that speculating against the pound was a sure way of
making money.
The Conservative government’s euro referendum commitment in their 1997
general election manifesto was dragged out of a divided Cabinet by fear of
Referendum Party candidates making inroads into Conservative seats. This was then

20

matched by Labour and even the Liberal Democrats.
In 2003 the draft Constitutional Treaty was presented by former President
Giscard d’Estaing and was rejected in two referendums in the Netherlands and France
in 2005. Referendums were promised but later withdrawn by Tony Blair and David
Cameron.
In retrospect, the euro referendum safeguard was a vitally important and
historic decision which in 2016 has helped ensure that the British nation has the
opportunity to opt to leave the EU. After the 2015 General Election an analysis
showed significant numbers of Labour voters felt disenfranchised by Labour’s
manifesto stance on a referendum and that position is probably still reflective of
opinion today.

The Five Presidents’ initiative of 2015 contains many items that are part of a
federalist agenda. The European Council placed caveats on the proposals but said
they would return to the issue in early 2017. There are many federalist aspects, some
relate to the EU becoming democratic by which they mean electing across Europe as a
whole a President of the Commission and some would like an elected President of the
European Council and there are a number of suggestions for the electoral base for
such an election. There is also growing pressure for a fiscal transfer union. There can
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be no doubt that even if euro reform is postponed until 2023 or later the EU will edge
forward into federal measures and will not resile from its medium term federal
objective. This was evident from the negotiated package brought back to the British
Parliament by David Cameron. There was no readiness by member states to make any
substantial concessions on freedom of movement and labour. This is not essential for
a Single Market but it is essential for a single currency and a single country.
In summary, I believe Vote Leave will be supported by a substantial number
of Labour voters on 23 June, even though a large majority of Labour MPs are
committed to support remaining in the EU. The reason for this is, I believe, the long
history stretching back to 1962 of Labour leaders, members and voters who have
chosen to reject a federal Europe and who see this referendum, of which again they
have been traditional supporters, as offering the last opportunity to vote to leave the
EU and thereby ensuring that there can be no question of the UK finding itself in a
position where a decade or more into the future they are unable to stop the inevitable
direction of travel for a Eurozone which is in all its essentials a United States of
Europe.
Yours sincerely
DAVID OWEN
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ANNEX B
EU BUDGET
The first question is whether to take the Office of National Statistics figures or the
Treasury’s? The UK’s gross contributions in 2014 were £19.107 billion, or £367.4
million per week comes from the ONS (ONS, Pink Book, 2015, tab 9.9: ‘ UK official
transactions with institutions of the EU’, link). Forecasts for our gross contributions
over the coming years are provided by the Treasury. The claim that the UK’s gross
contributions in 2015 were £17.8 billion is derived from from HM Treasury’s
‘European Union Finances 2015’ (Cm 9167, December 2015, link). This figure is an
‘estimated outturn’, rather than an actual payment. The ONS figures are therefore
preferable. The Treasury also wrongly deducts 25% of the traditional own resource
(TOR), customs duties, from the gross contribution figure. According to the ONS, this
was £741 million in 2014. However, the UK is permitted to retain this money ‘by way
of collection costs’ for carrying out activities mandated by EU law, namely the
collection of the common external tariff (Council Decision 2014/335/EU, art. 4(3),
link). Accordingly, it ought to be accounted for as money being paid to the UK by the
EU, since the UK is being reimbursed for activities it might not carry out but for EU
law. The ONS figures are right. Gross payments are therefore £19.107 million or
£367.4 million per week. The £350 million figure Vote Leave has been using is
therefore an underestimate.
The Head of the Statistics Authority, Sir Andrew Dilnot CBE, has said: 'Yes, the
£19.1 billion figure is a legitimate figure for gross contributions... the official statistics
are the £19.1 billion' (Evidence to Public Administration and Constitutional Affairs
Committee, 26 April 2016, link).
The rebate was negotiated by Margaret Thatcher in 1984. Tony Blair decided to give
away half of that rebate in 2005, for reasons explained at the time for reasons
connected to the Government’s wish to expand the EU more rapidly and therefore
should accept a measure of the cost of such a policy. In retrospect it is considered
more related to his personal reasons to become President of the European Council, a
post for which he even lobbied Hillary Clinton when US Secretary of State when he
was no longer an MP and even the White House. What this demonstrates is that the
existing rebate remains highly political and very likely to be challenged and is in
practice an effective discretionary grant. It is something that has to be constantly
negotiated. The Chancellor told a parliamentary committee that: ‘As I said to the
House of Commons, it was not clear at all that the rebate would apply to the extent
that it did…. It is not a unilateral decision of the British Treasury or the British
Government to just say, “This is our rebate. We are entitled to it. Pay up”. The way
this works and has always worked is there is a negotiation with the European
Commission’ (Evidence to Treasury Select Committee, 17 December 2014, link).
The rebate is deducted from the UK’s GNI-based contribution a year in arrears (e.g.
the rebate in 2015 relates to UK payments and receipts in 2014. The EU guidelines
governing budget contributions states that the rebate is ‘established by… calculating
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the difference, in the preceding financial year’ between certain shares of unadjusted
UK payments to the EU and EU payments to the UK (Council Decision 2014/335/EU,
art. 4, link).
The EU is holding back until after the UK referendum the publication of the mid term
review of its Multiannual Financial Framework (MFF) or seven year budget. Several
press outlets have already done a good job of writing this up (EurActiv, January 2016,
link) and it looks as if after our referendum they will certainly utilize the €12 billion
margin and they may raid the social funds already under pressure because of severe
unemployment to pay for the additional cost of refugees. They are highly likely to
point up the need for “new own resources” and the financial transaction tax (FTT) to
which many in the UK financial services industry are bitterly opposed.
Vote Leave has always said that for every £2 we pay in we only get £1 back.
According to the ONS, the rebate, or ‘Fontainebleau abatement’, was worth £4.416
billion in 2014 (ONS, Pink Book, 2015, tab 9.9: ‘ UK official transactions with
institutions of the EU’, link). Deducting the rebate and what we get from the EU in
agriculture and scientific research the UK’s gross contribution is therefore £9.9 billion,
in effect £10 billion a year.
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ANNEX C

Key Italy Facts
GDP: 1999-2015
Compound Annual
Growth Rate (%)
0.2
0.1
1.6
1.9
1.9

Italy
Greece
Spain
UK
US

Total increase in GDP (%)
3.2
1.3
29.8
34.8
35.5

Unemployment Rate (%)
Latest
11.4
36.7
7.8
10.1
19.1

Italy (Total)
Italy (Youth)
Northern Italy
Central Italy
Southern Italy

Peak
13.1
43.5
8.8
11.7
20.7

1999-2007 average
8.4
23.6
4.3
6.9
15.6

Government debt: 2015
% of GDP
132.6
178.4

Italy
Greece

€bn
2,170
314

According to the Bank for International Settlements, Italy’s government debt is the
fifth largest in the world. Here is the top five in Q3 2015:
Ranking
Country
General Gov’t Debt (USD)
1
US
16,734
2
Japan
8,725
3
China
4,559
4
UK
2,486
5
Italy
2,456
ECB Holdings of Government Debt: 2015
Italy
Spain
Germany

€bn
170.0
88.9
77.0

% of GDP
10.4
8.2
2.5

% of Government Debt
7.8
8.3
3.6
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Domestic vs Foreign Holdings of Government Debt
Ranking
Italy
Spain
Germany

Domestic (%)
65.9
55.9
47.2

Foreign (%)
34.1
44.1
52.8

Banks
Italian government debt accounts for 10.4% of Italian banks’ assets. German banks’
holdings of German Bunds account for just 3.2% of total German banks’ assets.
The quality of Italian banks’ loans is low. This table shows the ratio of nonperforming loans to total loans for selected countries:
Country
Greece
Ireland
Italy
France
Germany

Non-performing loans (% of total loans)
34.4
18.8
17.3
4.2
2.3

TARGET2 Balances: Selected Countries
€bn
Deficit Countries
Italy
Spain
Greece

-263.3
-266.5
-95.4
Surplus Countries

Germany
Netherlands
France

609.1
57.1
45.8

Assuming that Germany’s TARGET2 surplus is distributed between other countries in
proportion with the size of their GDP, Germany would have a TARGET2 surplus of
€136bn against Italy.
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ANNEX D

The Vienna Convention on the Law of Treaties (23 May 1969) entered into force on
27 January 1980 and provides details regarding the termination of treaties. Please see
‘Part V: Invalidity, Termination and Suspension of the Operation of Treaties’
(Articles 42 – Article 72) pages 342–349.
Article 8
Article 8 of the Treaty on European Union states:
1. The Union shall develop a special relationship with neighbouring countries, aiming
to establish an area of prosperity and good neighbourliness, founded on the values of
the Union and characterised by close and peaceful relations based on cooperation.
2. For the purposes of paragraph 1, the Union may conclude specific agreements with
the countries concerned. These agreements may contain reciprocal rights and
obligations as well as the possibility of undertaking activities jointly. Their
implementation shall be the subject of periodic consultation.
(Article 8, Treaty on European Union, Official Journal c326, 26 October 2012)
Article 50
Article 50 of the Treaty on European states:
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. That agreement shall be negotiated in accordance with
Article 218(3) of the Treaty on the Functioning of the European Union. It shall be
concluded on behalf of the Union by the Council, acting by a qualified majority, after
obtaining the consent of the European Parliament.
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
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the Council representing the withdrawing Member State shall not participate in the
discussions of the European Council or Council or in decisions concerning it.
A qualified majority shall be defined in accordance with Article 238(3)(b) of the
Treaty on the Functioning of the European Union.
5. If a State which has withdrawn from the Union asks to rejoin, its request shall be
subject to the procedure referred to in Article 49.
(Article 50, Treaty on European Union, Official Journal c326, 26 October 2012)
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