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Abstract 
European Union was created to promote greater politico-economic 

cooperation in Europe. But, this is another fact that this union calls for 

such great sacrifices that are posing great threats to the sovereignty 

and the independence for policy and decision-making for the specific 

interests of the member states. Therefore, United Kingdom has recently 

opted to get an exit from this union. British exit from EU has attained 

international attention due to its wide spectrum implications and has 

emerged as a significant issue in international politics. This article 

adds its contribution to the debate about the current issue of Brexit and 

its probable political, economic and strategic impact on UK and EU. In 

this regard, this paper discusses briefly about the reasons that have led 

UK to a crossroad of leaving or remaining in EU as the question 

whether to remain in or leave the EU had assumed the shape of a crisis 

for UK. It has divided the UK’s political elites and actors as well as its 

citizens into two opposing opinions. Each of them was trying to 

strengthen its viewpoint by giving arguments in favour or against the 

Brexit. The paper provides a brief glimpse over the arguments for or 

against the Brexit, and in the light of those arguments tries to draw a 

conclusion about the future prospects of Brexit for both UK and EU. 
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I. Introduction 
 Ever since the world has suffered the disastrous consequences of World War II and 

faced the destructive impacts of cold war, there has been deliberate efforts to maintain the 

balance of power in different regions of the world, especially in Europe .In this regard, 

various political, economic and defense alliances have been formed so as to avoid the 

possibility of war and to promote peace in the world. The same scenario gave birth to an 

economic alliance in the region of Europe known as the European Union (EU) as the 

economic ties among the countries are considered to be the best possible way to avoid 
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wars. EU was established after a long evolutionary process in result of Maastricht Treaty. 

(Gabel, 2016) It was designed to enhance not only economic but also political, strategic, 

and social integration by creating a single currency (Euro) with a common market, a 

unified foreign and security policy, common citizenship rights by advancing cooperation 

in areas of immigration, asylum, and judicial matters. This union is working efficiently to 

bring the member states into a closer union and for this EU was awarded a Noble Prize 

for Peace in 2012 for its contribution to maintain peace in the region. (Gabel, 2016) But, 

this is another fact that this union calls for such great sacrifices that are posing great 

threats to the sovereignty and the independence for policy and decision-making for the 

specific interests of the member states. This regional union has created some domestic 

problems for member states and its residents. Same kind of threats on the national level 

are being faced by United Kingdom (UK) that has put UK‘s government and its citizens 

into a dilemma of being in or out of the EU as they have decided it in the recent 

referendum on 23 June 2016 as proposed by British government and promised by David 

Cameron at the time of his election campaign. (Brian Wheeler & Alex Hunt, 2016) This 

critical scenario has been colloquially named as BREXIT- a contraction of two words 

that is used to reflect the intention of  Britain’s exit from EU that has attained 

international attention due to its wide spectrum which expands itself from the national to 

regional and then to the global level. 

 

 This article adds its contribution to the debate about the current hot issue of Brexit 

and its probable political, economic and strategic impact on UK and EU. In this regard, 

this paper discusses briefly about the reasons that have led UK to a crossroad of leaving 

or remaining in EU as the question whether to remain in or leave the EU had assumed the 

shape of a crisis for UK. It has divided the UK’s political elites and actors as well as its 

citizens into two opposing opinions. Each of them was trying to strengthen its viewpoint 

by giving arguments in favour or against the Brexit.The paper provides a brief glimpse 

over the arguments for or against Brexit, and in the light of those arguments tries to draw 

a conclusion about the future prospects of Brexit for both UK and EU. 

 

II. Towards Brexit 
 Brexit is a short word, colloquially used to reflect Britain’s exit from European 

Union. (Brian Wheeler & Alex Hunt, 2016) EU was not formed in one go rather it went 

through a gradual evolutionary legislative and organizational regulatory process of 

economic, political, strategic, defense, and social integration. It seems quite reasonable 

and inevitable to look back upon this evolutionary process of EU so that one can better 

understand the scenario of Brexit. In order to discuss the factors that acted as a driving 

force to lead Britain from being the EU member state to the crux of Brexit, one need to 

discover the background and the nature of working relationship between EU and UK. 

This relationship is very much linked to the working and the ever increasing authority of 

EU over the national sovereignty of the member states. EU was initially an economic 

union of six countries that expanded its scope and membership gradually and became 

increasingly a political, strategic, and social union that called for compromises for the 

collective good of member states. It started with a treaty of Paris with effect from 1952 

that sought intimate political, economic, and social ties founding the European Coal and 

Steel Community(ECSC). (Gabel, 2016). UK was also invited in 1955 to join the ECSC 

but the Labour party Government of Clement Attlee refused the membership offer for the 
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sake of maintaining economic independence (Gabel, 2016). Later on recognizing the 

significance of this union, UK applied twice for its membership in 1963 and 1966 but 

was vetoed by France. (Gabel, 2016). It ultimately joined the EU in 1973 when it was 

known as European Economic Community (EEC). This union went through an 

evolutionary developmental process as it was converted into European Economic 

Community (EEC), renamed later as European Community (EC) in 1993. (European 

Commission, 2012) This created a common market that removed most of the barriers to 

the free movement of goods, services, capital, and labour. It also devised a common 

external trade policy that dominated the important national laws and regulations and 

practically reformed its tariff and trade policies revising or abolishing internal tariffs and 

national regulations that favored domestic industries. It also called for cooperation in the 

areas where the member states were independent such as trade with the countries outside 

EU. It established several supranational institutions such as European Council, European 

Commission, a Council of Ministers, European Parliament, and European Court of 

Justice for the formulation of common regulatory standards and a smooth legislation 

process. The common external trade policy required common foreign and developmental 

policies that resulted in the formation of European Political Cooperation (EPC) (Gabel, 

2016). Due to such institutional developments, the economic bindings transcended to the 

political bindings. Another significant step towards a closer union was the creation of the 

European Regional Development Fund to address the regional economic disparities and 

to provide support to the deprived areas of Europe. The efforts, in this regard, resulted in 

the establishment of the European Monetary System in 1979 to regulate the fiscal issues 

of the region (Gabel, 2016). The Single European Act (SEA)in 1987 called for more 

“intensive Coordination of Foreign Policy” among the member states which added a new 

section in the communities’ treaties for a more integrated and legalized economic and 

social cohesion (European Commission, 2012). As a result, there was a substantial 

progress in the deprived areas of Europe but on the other hand, it also set a time table for 

the completion of Common Market and for that purpose community’s legislative process 

was modified that was another hit on the economic and political independence of the 

sovereign states. The SEA replaced the right of each member state to veto over all 

legislation process with “a qualified majority voting.” (Gabel, 2016) It increased the role 

of European Parliament as compared to that of national parliaments of the member states. 

So, one can easily infer with a critical review of the history of EU that all the proceedings 

in this union ultimately contributed to the increasing authority of EU but simultaneously 

imposed restrictions and limitation to national independence and sovereignty of the 

member states. Consequently, it led to the domination of supranational institutions over 

national institution. The last nail in the coffin was the Maastricht Treaty that entered into 

force on November 1993 (Wilde, 2016).By this treaty, this old union was named as 

European Union (EU) (Gabel, 2016).It was designed to enhance the European political 

and economic integration by creating a single currency (Euro), a common single market, 

a unified foreign and security policy, and common citizenship rights and advancing 

cooperation in the areas of immigration, asylum, and judicial affairs. The crux of the 

debate regarding Brexit got a kick start with this treaty. To some, the EU’s bureaucracy 

dominates national interests and compromises the power of sovereign states and extracts 

money from the member states. It also went for economic and monetary union and there 

was a great deal of arguments in UK whether to join single currency or not. (Booth, 

2016) No main stream political elites advocated single currency so Britain obtained an 
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opt-out. But, with the introduction of the single currency, Germany, being in the Euro 

zone, seemed to have the monopoly over European Union political process and has 

become able to impose its preferences and viewpoints within the European decision-

making that clearly reflected the distinction between Euro zone and a wider Europe 

(Soares, 2012). Moreover, the Euro crisis was a proof for the political authority of the 

European Union as supranational institution. Common monetary system with single 

currency and a common market with common citizenship rights and immigration policies 

have also created some problems that have caused a wave of anxiety among the Britons 

as Britain has increasingly lost its prominent say in a progressively more consolidated 

EU. Furthermore, another bitter fact is the continuous development towards “ever closer 

union” through new treaties and enlargements such as Lisbon Treaty (Miliband, 

2008).The preliminary part of the bill “ever closer union” made the Euro membership an 

obligation that can be troublesome for non-euro states as UK and Denmark only have 

opted out and it can also put EU into Scylla of Euro and non-Euro member states as the 

single currency and the single market are the only binding forces for a wider Europe and 

simultaneously it has to deal with the two categories of the states that has created much 

disagreements among Euro-zone states about  how the rights and responsibilities of non-

euro member states may differ from those of euro-zone member states. UK’s In and Out 

referendum is the eventual outcome of all these paradoxical factors within EU that 

created a battle between opposing visions about UK’s membership in EU and led it to 

Brexit. 

 

III. Perspective Splits 
 Keeping in view the impact of Britain’s participation in European Union and the 

circumstantial issues faced by Britain, David Cameron, the Prime Minister of UK  

pledged to hold the referendum on the issue after winning the 2015 general elections, as 

there was a growing demand from his own conservative MPs and the UK Independence 

Party with a plea that Britain had not had a say since 1975 (Brian Wheeler & Alex Hunt, 

2016) when it voted to stay in the EU in a referendum. According to them, EU has 

changed much since that time and has gained more control over our lives. Mr. Cameron 

said, “Its time for the British people to have their say… It’s time to settle this European 

question in British politics”. (Brian Wheeler & Alex Hunt, 2016).  The Britons were 

almost equally split in favor of remaining and the leaving option till 2015 and nearly half 

of the conservative MPs including five cabinet members, several Labour party MPs, and 

Democratic Unionist Party (DUP) were also in favor of leaving. The question arose that 

why they wanted UK to leave. The arguments given by them to support their point of 

view was that UK had been lagging behind because of too many rules imposed by EU on 

business and it also charged billions of pounds a year for its membership with little in 

return. They also objected the EU principle of “free movement” of people to any 

European country as people could go, live, and work without any visa to any EU country. 

The Britons wanted to reduce the number of immigrants as they are being affected by this 

massive level of immigration. They also disliked the rule of “ever closer union” as they 

suspected it a move towards the creation of a “United States of Europe”. Still some 

wanted UK to stay in the EU such as Prime Minister David Cameron and some of his 

cabinet members wanted Britain to remain in EU but with some exceptional alterations in 

the membership rules for UK. Labour party, Scottish National Party (SNP) and the 

Liberal Democrats were also in favor of staying in EU but Conservative Party was 
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committed to be neutral in the campaign. (Brian Wheeler & Alex Hunt, 2016). On the 

international level, President Barak Obama was also in favor of UK to remain in EU. 

Same was opined by France and Germany (Brian Wheeler & Alex Hunt, 2016). Those 

who campaigned for this point of view believed that EU gave a big boost to the economic 

activity of UK as the flow of goods and people keen to work was easier that enhanced 

economic growth. They also argued that Britain’s image would be damaged by leaving 

and it was stronger as the member of twenty eight nation’s club rather than being isolated 

by quitting it. So, one can easily infer that those who wanted UK to stay in EU, feared 

that all the concessions made to UK would be snatched away in case of leaving EU, and 

the process of increasing integration would carry on and claimed that a semi-detached 

relationship would be better to maintain within EU. In the meanwhile, various polls were 

conducted to assess the public opinion regarding demand for Brexit. There was visible 

fluctuation seen in the 13 polls… The majority was in favour of leaving in 2013-2014 

polls and voted in favor of staying in EU through much of 2015 polls… Rather some 

polls by the end of 2015 showed again a tilt of majority in favor of Brexit due to the 

refugee crisis in 2015 (World Economic Forum, 2016) as there was a wave of frustration 

in UK that the EU membership prevents the government from controlling the national 

borders. 

 

IV. Cameron’s Perspective  
 The government of David Cameron in Britain advocated remaining in EU albeit 

Cameron had announced in 2013 to hold a referendum and started negotiations in 2015 

for a new deal for its EU membership, putting pressure on EU to change the way it works 

or at least change the rules of membership for UK. The Cameron Government had put 

forward four demands to retain the EU membership, i.e. 1) UK would choose an opt out 

from the preliminary condition of “an ever closer union” so as to avoid a further political 

integration, 2) UK would impose some restraint on the social benefit of the migrants, 3) 

EU to entitle national parliaments of member countries with more powers to block any 

EU legislation, and 4) UK wanted non-discriminatory status for the Euro zone states and 

the non-euro member states in the EU. (Ham, 2016) The Cameron government wanted to 

negotiate over EU ins and outs policies and to make sure that Euro zone policies will not 

harm the single market and that the Euro zone member states will not outvote the non-

euro countries. David Cameron, in his 2013 Bloomberg Speech, announced to have a new 

deal with EU and pledged to win a special concessions for UK from Brussels, enough to 

convince the Britons to vote in favour of remain camp. (Vaughne Miller and Constance 

Woollen, 2015) On February 20, 2016 Mr. David Cameron concluded a deal with 27 

other European leaders (Foster, 2016). The deal consisted of some important points 

according to the Donald Tusk’s draft of EU deal for Britain which included an emergency 

brake that would limit migrants’ access to the in-work benefits for four years soon after 

the referendum. In-work benefits would be “graduated from an initial complete exclusion 

but gradually increasing” rather than a total ban and the migrants would be able to send 

benefits to their children though less in amounts than they had been sending. The new 

deal would have imparted new powers to Mr. Cameron to stop the suspected terrorists 

and criminals from entering into UK. It could also prevent Sham marriages through new 

rules. The deal was considered  significant as it claimed to restore UK’s sovereignty 

through making it  an exception for being “not committed to further political integration 

into EU” and by introducing a red card system that would allow the house of commons to 
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band together and oppose an unwanted Brussel’s legislation. The deal’s economic 

significance enhanced when it recognized that EU had more than one currency. In other 

words, it protected the British Pound. It made sure that British taxpayer’s money would 

not be spent to support the Euro zone and that an issue that could possibly affect all 

member states would be discussed with all not just with the Euro zone countries. The deal 

also strived to enhance the competitiveness through cutting the red tape on small and 

medium sized enterprises that damaged UK businesses. Still many were not convinced 

with the deal and what it offered, as they thought that it would practically make no 

difference to the UK’s current political and economic status in the EU. (Gavin Hewitt and 

Chris Morris, 2016) 

 

V. Possible Impact of Brexit on UK 
 Britain’s EU referendum was held on June 23, 2016 to decide whether Britain 

should leave or remain in the EU. The Leave option won by securing 52% votes against 

48% who favoured to remain in EU. England voted strongly for Brexit but Scotland and 

Northern Ireland voted in favor of remain camp (Hunt, 2016) Since, it has been decided 

that Britain is going to exit from the EU, it would have possibly short and long term 

impact on UK, which is not yet clear as it depends on the exit deal settled between UK 

and EU. As per the article 50 regarding withdrawal procedure for a member state from 

EU, it shall take two years to negotiate the terms and conditions of withdrawal as per the 

process negotiated under the Lisbon treaty (Hunt, 2016).The article 50 is in force since 

2009 but it has never been implemented so no one  knows how it will work, but UK will 

need two years to negotiate its withdrawal from EU after the article 50 is invoked (Hunt, 

2016). However, the arguments about the possible impact of Brexit are being exaggerated 

by the both sides of the debate. Those who want to stay in EU name it as an economic 

suicide but those who wish to leave EU, over calculate the cost of exit. The most 

dominant opinion is that it is hard to assess the impact of Brexit whether positive or 

negative for it is based on the political arguments though primarily on the issue of British 

sovereignty, both are supporting their side with economic costs and benefits. In this 

regard different Eurosceptics, Euro-philes, economic forums, and political elites have put 

forward their opinions, suggestions, assessments and reports. The impact of Brexit on UK 

would be of both political and economic in nature as a period of uncertainty and domestic 

turmoil has commenced in which UK enters as the David Cameron would resign and step 

down by October 2016 (Hunt, 2016), and a more Eurosceptic Prime minister would have 

to start a negotiation over the procedure of leaving EU and would conclude a new 

bilateral economic agreement with the rest of the EU. This negotiation process would 

absorb much of UK’s political energy for at least two years at a time when so many other 

critical issues require the attention of policymakers in UK. The most dangerous outcome 

of Brexit might be that the UK itself could dissolve since the Scotland and Northern 

Ireland have backed to remain in EU and they could possibly leave UK and join EU in 

future. Apart from various political repercussions, the economic impact of Brexit is 

greater than the political one. Rather it may ignite some of the political confrontations 

and instability in the country. According to Open Europe’s economic assessment report 

based on economic modeling of trade impacts of Brexit and the analysis of some of the 

significant EU regulations, in a worst case scenario, the UK GDP can be 2.2% lower in 

2030 if Britain leaves the EU without a deal and adopts a protectionist policy while it can 

be positive if UK manages to implement liberal trade arrangements and FTAs with the 
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EU and the rest of the world with some ambitious deregulation at home, which can bring 

GDP higher up to 1.6 % in 2030 even after Brexit. (Pawel Swidlicki, Raoul Ruparel, 

Stephen Booth, Christopher Howarth, Mats Persson, 2015). 

 

Figure 1 

 
Source: Open Europe and Ciuriak Consulting  
http://openeurope.org.uk/intelligence/britain-and-the-eu/what-if-there-were-a-brexit/ 

 

 However a realistic range is between a 0.8 % permanent loss to GDP in 2030 if 

UK concludes a comprehensive deal with EU with no other change in the economic 

policies and a 0.6 % permanent gain in GDP by 2030 if UK adopts a combination of 

policy approaches such as free trade with rest of the world along with some deregulation 

as well as an FTA with EU (Pawel Swidlicki, Raoul Ruparel, Stephen Booth, Christopher 

Howarth, Mats Persson, 2015). Still, it concludes that the impact of Brexit is not clear cut 

in either case as it would depend on a number of decisions made by the UK government 

as well as EU. It depends, whether the EU embarks on some reforms in its regulations or 

the UK politicians and voters decide to see UK as a deregulated and free trade economy 

outside EU. According to a report by the treasury warns that UK national income would 

be 6% smaller by 2030 in case of Brexit (Ahmed, 2016). Another official study threatens 

that brexit would cause many supply chains companies suffer (Stone, 2016). Moreover, it 

is also expected that Brexit would hurt the economy of the poorer regions of the UK and 

would increase the regional inequality in UK because poorer regions are more dependent 

on exports to the EU than richer ones. Exports to the EU of the north east region of 

England (the poorest region of the UK) amounts for 15 % that is smaller as compared to 

the 9% of the exports from south west regions of the UK and Scotland (the richer areas of 

England) (Springford, 2015).So there is a risk that UK would be unable to conclude a 

free trade agreement with the EU after exit because UK exports to EU amounts to 45% 

and EU exports to UK amounts to 7% that gives EU an upper hand in the negotiations 

over Brexit (Springford, 2015). Free Trade agreement for only goods  could be an 

alternative that would not be acceptable to the people of UK at a price of free movement 

of people. Another alternative is to trade under the WTO rules and regulations but the EU 

would apply tariff on UK goods that would be harmful to the economic activity of the 

poorer regions of UK. It will also hurt London’s large financial and commercial services 

sector as services make up less than one third of UK exports but during the Eurozone 

crisis ,service exports to non-euro markets have grown substantially so it will not hurt 

much of London’s service sector. (Springford, 2015) So to secure the economic activity 

in the poorer regions, government has to take solid steps such as signing up free 
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movement of people and accepting many other rules and standards. Keeping in view such 

reports, one can understand that UK can prosper outside EU if it is ready to adopt trade 

liberalization and deregulation. In this case it could possibly face a series of some tough 

scenarios. The first challenge to be faced by the UK economy would be border opening to 

the rest of the world which would be essential for the economic growth of UK after 

Brexit. It would be politically sensitive as well because UK firms and workers would be 

exposed to the new levels of competitions from low cost countries. It would be crucial for 

UK on its borders as it would have to follow the liberal policy for labour migration in 

order to be more competitive while the main motive of those who favor Brexit is to 

restrict the free movement and immigration. Such kind of contradictions reflects that UK 

might be in a fix in the coming years. Another troublesome situation would be the 

incorporation of EU regulation and laws into UK laws until they are amended or 

repealed. Therefore, it is evident that the process of exit would be very crucial and 

sensitive both politically and economically. Another complication that the UK may 

confront with is that the only legal way to leave the EU is the article 50 that is irreversible 

and it would exclude UK from key decisions as well as the final vote and if it leaves it 

will have to follow the timetable of two years of negotiations during which it could be 

presented with a take it or leave it deal. So it is evident that without concluding a 

preferential deal with EU before leavening could be too dangerous to afford for UK in 

terms of economic outcome. 

 

VI. Possible Impact on European Union 
 According to The World Economic Forum’s Global Agenda Council on Europe 

report (Breene, 2016) Brexit would have a substantial impact on the systemic level as it 

poses great risks and threats to EU on the regional level. It can have a negative influence 

on economic growth, jobs, and investments across the Europe. It can also bring another 

milestone in the way towards EU integration and can possibly bring irreversible changes 

for other EU members can also demand for a national special deals like that of UK as 

they too might be receiving a pressure from their voters to have the right to vote on their 

EU membership. All these probabilities might restrict and limit the capability of EU for 

policy making in the coming years. Another loss of Brexit to EU would be the absence of 

a potential member who contributed a lot to the formation of EU rules and regulation, and 

advocates open market. Absence of UK may expose EU to a situation where government 

intervention and protectionism may influence the economic policies of EU. It can also 

trigger the already existing populist movements and the renegotiation processes for ‘In 

and Out’ referenda like that of UK might also start in the Netherlands, France, the Czech 

Republic, and elsewhere. 

 

VII. Conclusion 
 Keeping in view the discussion cited above, it can be concluded that Brexit is a 

challenge not only for UK but it has negative repercussions for EU as well. It will 

contribute to shape the foreign and economic policies of UK as the thing that matters, is 

the political and economic decisions to be made by UK which would determine the 

future. UK may face an economic failure if it implements the policy of protectionism, 

xenophobia, and isolation. On the contrary, if UK implements free trade policy, 

ambitious deregulation and a balanced approach to economic migration, it could be more 

beneficial whether inside or outside EU. The pleasant thing about EU is that it promotes 
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liberty through free movement of goods, services, people and capital, but with unpleasant 

restraints, regulations and taxes. Another significant and worth attention point is that 

there are certain risks with Brexit that will be confronted by both UK and EU so UK need 

to take precautionary measures before it leaves EU as well as EU also requires to take 

some bold reforms in its policies if it wants to avoid the withdrawal of UK membership 

as both are likely to face a situation that could equally prove to be threatening 

respectively. 
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