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What Kind of Europe do
Conservatives Want?

by Bill Cash, MP

W
e want a democratic, free-trading, enlarged Europe,

compatible with NATO and with a democratic free-trading
global economy – we reject a socialist or quasi-socialist over-
regulated Europe and undemocratic European Government. We
reject the European Constitution in principle and insist on a
referendum on the Constitution and that this must be held in the
United Kingdom after a European Constitution Act has been driven
through by Tony Blair, if not before. Labour held the 1975 Refer-
endum on the effect of the European Communities Act 1972 post-
enactment. We insist on a Europe of sovereign democratic nation
states.

Michael Howard’s important and stimulating speech in Berlin on
12th February, the day after recommitment to the EPP/ED Group,
covers this ground (although not specifically a post-Constitution
Act referendum) – he also rightly points out that Britain and
Germany see Europe differently (as do other countries) and that
Germany has sought closer and irreversible integration, unlike the
UK with our Westminster constitutional system. Freedom of choice
at the ballot box is a prerequisite for a free economy. He points out
that to undermine Westminster and the institutions “would be an
act of folly”. I could not agree more. Indeed, only 48% of people
throughout Europe, according to the latest Eurobarometer poll,
think that Europe is a good thing, only 19% in the UK intend to vote
in the European elections in June and a frighteningly low 9% in the
UK think Europe has anything to do with their way of life – a
massive indictment of the political failure by the British
establishment to tell the truth. He sets out the case for a competitive
Europe and a Conservative vision for a flexible Europe. This is the
rub – what kind of Europe is on offer and what will the inte-
grationists accept, and what effect will such a Europe have?

Michael Howard’s “flexible Europe” is with Britain as a leading
player and he states that he is sick of constant British vetoes
(presumably on the basis that if his ideas are accepted there would
be no need for vetoes because we and other Member States would
get what they want). He says that flexibility, known as variable
geometry and enhanced co-operation, is not a new concept and
that he first spoke about it ten years ago. Indeed, I have written
about the concept for as long and have always regarded it as gravely
problematic. It sounds good until you see how it really fits into the
framework of the existing Treaties (and now the Constitution) and
what practical effect it would have. He rejects the system of opt-outs
(as at Maastricht), as having created tremendous tensions, which it
undoubtedly has, in favour of “enhanced co-operation”, the system
of flexibility most recently set out in the Nice Treaty – the first
Treaty on which the Party officially called for a Referendum. He says
that it “would allow those countries who want to integrate further to
do so.” But others would not be compelled to join them. It suits the
integrationists. It suits the non-integrationists. Let’s use it – “a new
deal on Europe” not a “two speed Europe” on which all agree on the
same objectives but some get there sooner – “live and let live” – “a
made to measure Europe”.

The sentiment is fine, the aspiration good – the problem is that it
is not what is on offer, nor what is intended under the Treaties. As
shown below, enhanced cooperation is designed to create a

gravitational pull within the legal framework of the Treaties towards
the integrationists – a hard core, two tier Europe – with us on the
outside but bound into their general framework, affected by what
they and the Treaties prescribe and the policies and laws which
follow, and now by the Constitution if it gets through.

This is not just a theoretical issue about semantics but a political,
structural fault line about which way Europe is to go and what kind
of Europe we want and insist upon. We are back to the policies of the
White Papers of Douglas Hurd and Malcolm Rifkind and the
proposals of Chancellor Kohl in the 1990s. It is no coincidence that
the Berlin speech was made at the Konrad Adenauer Siftung (as was
John Major’s “Heart of Europe” speech) and immediately followed
our effective recommitment to the EPP/ED the day before on which
I comment below. Indeed, I explained the same problems we face
(now out of Government as then in Government) in my pamphlet
The Blue Paper, published by the Foundation, in response to the
John Major White Paper of 1996. As I wrote then (paragraphs 6-8):
“The White Paper seems to combine ambiguity with a failure to get the
measure of the constitutional challenge which the EU faces... Indeed
the original CDU paper [August 1990, Mertes and Prill] stated that
‘in future no measure of European policy or foreign policy should
be able to be taken without the prior accord of France and
Germany…’ The [British] White Paper … says that it is in favour of
‘variable geometry’ but against the hard core, which it described as ‘the
trap of a two-tier Europe’.”

I
had argued against a two-tier Europe in my paper for the
Conservative Manifesto Committee under Douglas Hurd when

I was Chairman of the Backbench Committee in January 1991. As I
stated in my Blue Paper, “variable geometry is the necessary
prerequisite for the hard core.” The White Paper stated that “it is
important that such policies only become Union policies and draw on
the Community’s institutions ... where this is agreed by all.” I argued
that this was ambiguous and added “does it mean that we could all
agree to the hard core using the Community’s institutions, say, for the
implementation of the Stability Pact as a complement to monetary
union even if some states derogated from its rules? To accept this
would indeed be to accept the hard core.” In fact, we did accept the
Pact, a decision against which I campaigned and which Kenneth
Clarke endorsed as Chancellor: it collapsed ignominiously in 2003.
The policy was both integrationist and a practical failure. I argued
against flexibility and variable geometry again in an adjournment
debate on 29th January 1997, which can be obtained, particularly
now, with its current releveance.

The problem does not end there. Since the White Paper and my
response in my Blue Paper of 1996/97, we have had the Amsterdam
Treaty (largely negotiated by John Major’s Government) and the
Nice Treaty (under Blair) – both of which promoted ‘variable
geometry’ and ‘enhanced co-operation’ on the principles outlined
above (still open to the same institutional and practical objections)
and encapsulated in Treaty form as part of the legal framework in
Article 43 of the Consolidated version of the Treaty on European
Union – and now repeated in all essentials in the draft Constitution
(which we reject). We cannot have it both ways.

What does Article 43 say? It states that, “Member States which
intend to establish enhanced cooperation between themselves may
make use of the institutions, procedures and mechanisms … provided
that the proposed cooperation:
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a) is aimed at furthering the objectives of the Union and of the
Community, at protecting and serving their interests and at
reinforcing their process of integration;
b) respects the said Treaties and the single institutional framework of
the Union;
c) respects the acquis communautaire and the measures adopted
under the other provisions of the said Treaties.”

Article 43 is thus unacceptable, and should be rejected.
The draft Constitution (in the words of a House of Commons

Library Note) contains enhanced co-operation procedures
“generally the same as the present Articles 43-45 TEU but with more
opportunity for qualified majority voting. The draft text thereby
specifies and expands the principles of flexible integration introduced
into the treaties of Amsterdam and Nice. The provisions governing the
flexibility instrument of enhanced co-operation would apply to the
Constitution as a whole, rather than in just the first and third pillars.”
The abolition of the pillars makes the position worse but the
problem still remains under the existing Treaties. Even if we reject
the Constitution we are left in much the same position.

Unfortunately, so does the Berlin speech. The Government is in
favour of enhanced co-operation except (as at 29 May 2003 but less
so now) as respects defence and foreign policy and all this is still on
the agenda for the Constitution. Plus ça change, plus c’est la même
chose. Indeed, the European Commission stated on 16th February
1997, on the very issue of flexibility and enhanced co-operation,
that; “EMU is probably the most highly developed form of flexibility” –
the latter is an integral part of European Government. Since then
the Commission has made the point in a report that flexibility (or
variable geometry) “is in no way designed (as Article 43 makes clear)
for those who want to advance backwards and reduce integration or
extract themselves from certain policies. It was concerned for those
who want to advance forward.” The assumption of enhanced co-
operation is that we continue to work within the framework
prescribed by the Treaties including article 43 – and once the
Constitution replaces them, that framework will no longer be
negotiable. Indeed there is a danger that once the Constitution has
been enacted without a referendum we would be faced with an
attempt to accept it without a later referendum.

In 1997 Michael Howard called for a similar policy to his Berlin
proposals during the then leadership election which was published
in the European Journal. He called then for repatriation of fishing
and the CAP as well. Enhanced cooperation under Article 43 would
not achieve this in those spheres or any other. A made to measure
Europe and repatriation would come only from renegotiation or
repeal. The Treaties, under enhanced cooperation, stay as they are
with the acquis communautaire (as would the Constitution). It is not
a procedure for retraction from Treaty provisions.

Without fundamentally renegotiating the Treaties as a matter of
policy, law and principle, we are condemned to go forward to
deeper integration. By fundamental renegotiation, I mean scaling
down the functions of the Treaties by renegotiation or repeal and
taking ourselves out of European Government altogether via
associated status, as set out in my pamphlet The European
Constitution – A Political Time-Bomb. The Economist stated in 2003
that this policy would be worth 8% of the vote to us at the next
general election.

The Constitution takes us beyond No Man’s Land. We already
reject the Constitution, to which the Government is committed in
principle, and which would firmly take us there: as respects the
shape of Europe, particularly with enlargement, we must reject

flexibility, variable geometry and enhanced co-operation for they
all mean the same. We cannot argue for rejection of the
Constitution yet accept these measures. Indeed, not only does
enhanced co-operation promote further integration, but the new
proposed voting system that Germany and France insist upon
(giving them greater weight) would make them a more powerful
vanguard for enhanced co-operation, as the countries dependent
on them economically, politically and geographically would be
expected by their votes to fall into line with the reapolitik. The
answer to Thomas Mann’s question, “A European Germany or a
German Europe?” would become a German Europe, with France
tagging along behind and with Britain on the outside in all that
mattered. We would be subordinated to the legal framework and the
Court of Justice and adversely affected by the European social
market economy with its high unemployment and low growth: the
worst of all worlds – and our economy inevitably damaged because
we would be affected by the others.

I argued at Maastricht, when we rebelled, that this is where we
would be and so it is now. Endorsement now of Maastricht makes
the position worse, for Maastricht was the foundation of European
Government and of the thinking of the 1990s, as I have shown. A
Europe of flexibility, variable geometry and enhanced co-operation
is one to which we should object for all the reasons I have given – it
is a Trojan horse and will do irreparable harm to ourselves, to the
accession countries, who have been blackmailed into acceptance,
and to our democracy and Westminster government. It will also
have incalculable and disastrous effects for European stability and,
therefore, global peace and the global economy, along with our
relations with the USA and the East.

Our proposed linkage with the EPP/ED Group in the European
Parliament as a subtext of the problem is similarly damaging. The
last thing the German CDU/EPP wanted was our divorcing allies in
Central and Eastern Europe from their sphere of influence. It is a
subtext of the issues I have addressed above and particularly so in
the context of co-decision in the European Parliament, which now
carries the same weight as the Council of Ministers. This is
reinforced by the fact that we fundamentally disagree with the basic
Statutes and Programme of the EPP which remain contrary to the
Malaga Agreement of 1999, (to which the new agreement with the
EPP is described as supplementary) which was supposed to have
secured the repudiation by the EPP of their basic objective of a
‘United States of Europe’, which did not and even now has not
happened. It is also reinforced by their blatant contradiction of our
own day-to-day basic policies on essential matters such as the social
market economy, EMU, Working Time Directives, CFSP, Corpus
Juris, the Common Fisheries Policy, the European Arrest Warrant,
the veto, foreign policy, taxation and eventually the European
Constitution and all that that involves. This marriage does not make
sense – being a distinct pillar of the EPP/ED does not put us in a
position to oppose outright its basic policies, statute and
programme. All the indications are that the EPP are delighted by
our surrender and that they know it will make no difference to the
EPP objectives, whilst it will make scarcely any difference to the
staffing, administrative and financial arrangements which are
subsidiary to the issues of policy and principle.

All of the above urgently demands a re-evaluation both of the call
for enhanced co-operation and our re-engagement with the EPP/
ED Group. We could work with other allies and hold the balance of
power in the European Parliament and can vote with the EPP where
desirable. We do not need to be tied into them formally. We disagree
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Great Britain Should Play Its Role
in Developing Transatlantic Co-operation

by Professor Ivar Raig

T
he fact that eight European
countries supported the Americans

during the Iraq conflict, the ones called
‘New Europe’, shows that many European
countries want closer contact with the US in
military and other areas. Great Britain,
Spain and another six countries (among
them Poland and Estonia, as new NATO
countries) look ahead to closer transatlantic
links in a globalised world.

A new dividing line between ‘New’ and
‘Old Europe’ was drawn in Brussels last
December when leaders of European states
did not agree on the new Constitutional
Treaty of the European Union. This might
lead Europe to having integration that is
both multi-speed and diversified.

This hope is based on a recognition that
relations between the big nations of the
world are the cornerstones of global co-
operation and the key to its future develop-
ment. A confident and outward-looking
European continent is vital for the stability
of the world – and of Europe itself. This
must be a Europe which is more open and
cooperative, a Europe whose openness to
global change and strategic global partner-
ships are made possible by the assurance
that comes from making its own policies
and inspirations more open, more respons-
ive and more credible to its citizens.

Today all Europe’s hopes for its future
development depend upon recognition and
positive response to the currents of global
change. No single European state, even the
most powerful, can by itself mount an
effective response to the unprecedented
threats and challenges that face us today.

In reality Europe is relatively small by
territory and is becoming smaller as a
proportion of the world’s population and

economy. Now only constructive co-
operation with other parts of the world
lends Europe the opportunity of future
successful developments.

We know from history that American
support for Europe after World War II was
influenced by the belief that a more pros-
perous and free Europe created a secure
bulwark against the advance of commun-
ism. Superficially, with the removal of the
threat, it might be argued that one
important reason for developing North
Atlantic security cooperation no longer
existed. On the contrary, today’s political
situation creates even more compelling
reasons for transatlantic cooperation and
not only in the security field but also in
economic, environmental and other issues.

Today Europe and the United States are
the largest trading partners in the world and
the largest investors in each other’s
economies. But already more than half of
the growth in global economy comes from
East and South-East Asia. Asia is, since 1993,
Europe’s fastest growing export market.
Japan and China are already among the six
biggest economies in the world.

Recognition of these facts should be a
good basis for further cooperation and the
opening of trade and economic policies
between the EU and the USA.

Great Britain and some other free eco-
nomy countries should take the initiative
for closer cooperation between European
and American nations with the aim of
creating a North Atlantic Trade Area
(NATA), where the EU, NAFTA and EFTA
countries should agree on free trade and
should afterwards work together in many
other fields on the basis of intergovern-
mental cooperation, multilateral systems

and a mutual respect for creating a North
Atlantic Security and Economic Area
(NASEA).

British-American cooperation should
become the driving force for North Atlantic
economic cooperation, as Franco–German
reconciliation played a crucial role for
European integration.

Possible role of Estonia
The rapid improvement in carrying out
political and economic reforms was the
main reason for inviting Estonia to join the
European Union. Now Estonia can work
together with Great Britain in making
economic reforms in Europe. Estonia’s fast
economic development and small dynamic
society could contribute positively also
towards increasing Europe’s global compet-
itiveness. Tony Blair and Estonian Prime
Minister Juhan Parts have already explored
this idea in their joint article in the Financial
Times (December 2003)

An open economy – meaning it has a
liberal trade policy, stable currency, low
taxes and a balanced budget – has become
the main cornerstone of the Estonian
economic strategy since 1992.

The Heritage Foundation / Wall Street
Journal’s report 2004 Index of Economic
Freedom credits Estonia with having the
sixth freest economy in the world
(belonging to the highest category of ‘free’
economies). Estonia offers one of the most
liberated economies not only in Europe but
in the world.

Estonia’s goal is to become an incubator
of economic growth for the region and the
whole of Europe. But at the same time some
Estonian economic policies (especially
trade, taxation and agriculture policies) are

so fundamentally that it is absurd for us to agree to differ on matters
of such importance, whether they are matters of principle or on
matters of policy. We will become a house divided against itself –
that is the way to ruin.

Within both of these issues lies an inherent contradiction which
cannot be sustained. Put simply and directly, let us urgently have a
full and proper national debate before we set out our Manifesto for
the European Elections, which will equally affect our General
Election Manifesto and consequently our relationship with others
in the EU and in the world. I would welcome contributions from
anyone who disagrees with my analysis.

With the Constitution still on the agenda, we have an

opportunity to decide which historic path we are to take. The
Westphalian system of nation states, dating back to 1648, is accused
of having generated war, but the development of democracy has
reversed this – there has been no war between democratic nation
states. The whole philosophy of the European Union is based on a
false premise: that Europe must integrate into a political union to
avoid war. An unstable, undemocratically integrated Union with
systemically entrenched economic failure is far more likely to set the
scene for strife.

Bill Cash is Conservative MP for Stone and Chairman of the
European Foundation.

continued on page 13 …



5

January/February 2004The European Journal Up Front

Jump to Contents

Plus Ça Change
by Daniel Hannan, MEP

H
aving been slow to wake up to the
danger of the Euro-Constitution, we

have been quick to dismiss it. Since the
collapse of the Brussels summit in
December, Britain has indulged in a long,
collective sigh of relief. The Poles, say
commentators, have saved us. Like their
gallant forebears hurtling horse-borne at
the Panzers, they have shown a courage that
shames our own leaders. Tony Blair was
ready to sign away our birthright, but his
Polish counterpart, Leszek Miller, had a
stiffer spine (literally as well as figuratively:
he attended the summit in a body-brace
following a helicopter accident). Thanks to
the stubbornness of this tough old
apparatchik, the Constitution has failed and
our independence is secure.

occasions, we have been told that the EU has
suffered a terrible setback, and that its
leaders will have to go back to the drawing
board. In fact, they always respond in the
same way: by carrying on until they
bludgeon their way through. There is no
Plan B in Brussels. Whenever Plan A is
rejected, it is simply resubmitted over and
over again until it is accepted.

Something similar will happen with the
Constitution. It was never likely that the
document would go through nem con at the
first attempt. In fact, the IGC was originally
intended to conclude during 2004. It was
only to humour Silvio Berlusconi that the
whole thing was brought forward (the
Italian leader was determined, for reasons of
prestige, to wrap up the IGC under the
Italian Presidency, so that the Treaty of
Rome would be replaced by a Constitution
of Rome). Already, the Irish, who currently
hold the EU Presidency, are doing their bit.
Their Foreign Minister, Brian Cowen, says
he detects “a mood of cautious optimism”.
His French counterpart, Dominique de
Villepin, told the Left-leaning Libération:
“We want to have a constitution for all
European states before the end of 2004.”

And why not? Every state, after all, sup-
ports the Constitution’s main provisions:
the supremacy of Brussels law, the establish-

ment of a European criminal justice system,
the creation of an EU Foreign Minister –
and, for that matter, the very fact of having
an EU Constitution. As Tony Blair told
Parliament on his return, the heads of
government had agreed on most of what he
termed – in his characteristically precise
way – “the stuff ”. The summit broke down
only because Poland, and to a lesser extent
Spain, wanted to cling on to their inflated
voting rights.

What mighty contests rise from trivial
things. Spain has come, over the years, to
expect a very handsome deal from the EU.
Indeed, the best answer to those who argue
that “Britain would have done better out of
the EEC if we had joined earlier” is to
compare the deal we struck in 1972 to that
which Spain reached in 1985. On any
measure – agriculture, fisheries, Gibraltar,
the budget – Spain has done better. Part of
this advantage takes the form of over-
representation in EU institutions. Spain has
managed to be treated on a par with the four

We have seen similar headlines before.
When the Danes voted ‘No’ to Maastricht,
when the ERM broke apart, when Ireland
rejected Nice and on a dozen other

There is no Plan B in
Brussels. Whenever Plan A

is rejected, it is simply
resubmitted over and over
again until it is accepted.

“We want to have a
constitution for all

European states before
the end of 2004.”
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largest countries: Britain, France, Italy and
Germany. It qualifies, for example, for a
second Commissioner, an extra judge at the
European Court of Justice, and an
exceptionally generous number of votes in
Council. Until now, Germany – the chief
loser from the allocation of voting weights –
has been prepared to tolerate Spain as an
anomaly. But, with other similarly sized
states joining, such as Poland and possibly
Romania, the Germans are reluctant to
allow Spain to become a precedent. Under-
standably, they want voting rights to be
more reflective of population strengths.
Equally understandably, the Poles do not
wish to give in to the Germans – on any
issue, ever.

I am, necessarily, abbreviating the nature
of the row. But the point is that it is a very
small thing. The summit failed over a
technicality, not a major issue of principle.
If this one question can be resolved,
everything else will be rushed through on
the basis that there is no need to reopen
what was agreed under the Italian
Presidency.

Already, there are attempts to wear down
the Polish and Spanish governments.
Immediately after the summit, the main
contributors to the EU budget (including
Britain) demanded a cap on Brussels
spending – something far more alarming in
Warsaw and Madrid than an abstruse row
about voting weights. By linking these two
issues, whether overtly or implicitly,
European diplomats hope to find a way of
winning over the recalcitrants. In any case,
the Spanish leader, José María Aznar, is
retiring in March, while Leszek Miller,
despite the brief lift in his popularity that
followed his obstreperousness at the sum-
mit, remains deeply unpopular. European
diplomats believe that, with these two men
removed from the picture, a deal is almost
inevitable.

notices what you are conceding in other
areas. Yet, even in his own terms, Mr Blair
has failed.

His defence of fiscal sovereignty is thirty
years too late: the EU already has a say over
VAT, corporate taxation and how to define
tax evasion. Article 14 of the draft – to
which Mr Blair is not objecting – mandates
the harmonisation of economic and em-
ployment policies, while later clauses spell
out exactly how this would happen, giving
Brussels control over everything from
permissible budget deficits to maximum
working hours.

As for foreign affairs, it is worth quoting
exactly what Mr Blair has agreed to: “The
Union’s competence in matters of common
foreign and security policy shall cover all
areas of foreign policy and all questions
relating to the Union’s security. Member
States shall actively and unreservedly support
the Union’s common foreign and security
policy in a spirit of loyalty and mutual
solidarity.” If this is a red line, I hate to think
what would constitute a concession.

The Constitution will be back, make no
mistake – probably by the end of the year,
and conceivably as early as March. So don’t
let up. Keep sending out the leaflets; keep
lobbying MPs in marginal seats; keep
gathering signatures on the petitions (you
can download petition sheets from the
Conservative Party website: www.conserv
atives.com). When the Constitution was
first proposed, we displayed one of our great
national weaknesses: the tendency to ignore
what is happening on the Continent until
almost too late. It would be inexcusable to
make the same mistake a second time.

Daniel Hannan is MEP for South-East
England, and heads the Conservative list for
the June European elections.

The worst of it, from a Eurosceptic point
of view, is that the concentration on this one
issue has meant that the truly nasty clauses
of the Constitution have gone through with
little discussion, either among the govern-
ments or their attendant media. The voting
weights row has allowed Mr Blair to get
away almost unchallenged with his claim
that he secured Britain’s ‘red lines’: taxation,
social security and foreign affairs.

The worst of it, from a
Eurosceptic point of view,
is that the concentration

on this one issue has
meant that the truly nasty
clauses of the Constitution

have gone through with
little discussion

It is a well-worn British
tactic: pick one or two

fights that you are
confident of winning,

focus exclusively on them,
and hope that no one
notices what you are

conceding in other areas.
Yet, even in his own terms,

Mr Blair has failed.

He is not the first Prime Minister to
indulge in such legerdemain. It is a well-
worn British tactic: pick one or two fights
that you are confident of winning, focus
exclusively on them, and hope that no one

… news in brief
Let’s have a party

The Union for French Democracy party, led by the centrist François
Bayrou, has said that it wants to create a single pro-EU party, in the
European Parliament, with the current Commission president, Romano
Prodi. The two men are due to meet at the beginning of March, at a
conference on the transatlantic relationship which is being organised by
the Liberal group in the EP, to which M. Prodi’s supporters belong.
Marielle de Sarnez, a member of the national secretariat of the UDF, has
said, “We must create a big European party.” She thinks that the two big
parties which have hitherto been the bearers of the European idea, the
Christian Democrats and the Social Democrats, are in crisis. Apparently,
the pro-European fervour of the Christian Democrats has been diluted

by the admission into the ranks of the European People’s Party of
Eurosceptics like the British Conservatives and the Italian Forza Italia
supporters of Silvio Berlusconi. (Apparently Mr Berlusconi counts as a
Eurosceptic in the eyes of the supporters of Bayrou and Prodi.) Madame
de Sarnez says that euro-enthusiasm is also on the wane on the Left, since
for example the French Socialists do not support the Constitution. It is
not yet clear whether this new pro-EU group (the UDF members are
currently in the PPE) would be constructed with the Liberals or
alongside them. There are policy differences between the UDF and the
Liberals, the former opposing the latter’s secularism and also its support
for Turkish membership of the EU. The leader of the Liberals, however,
said he would be delighted to see their ranks swelled by defectors from
the PPE. [Rafaële Rivais, Le Monde, 4th February 2004]
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To Fish or Not to Fish – that is the question
by Owen Paterson, MP

T
he House of Commons has recently
debated the outcome of the European

Council of Fisheries’ Ministers meeting in
December. The conclusions are bad for the
entire European fishing industry. They are
even worse for the British industry. The
people most likely to suffer are the Scottish
trawlermen. They have already suffered
from brutal, compulsory decommissioning
over the past couple of years.

In early December, I visited Pittenweem
in Scotland with Michael Howard and
enjoyed meeting senior members of the
fishing industry. There is a marked contrast
between what the Minister, Ben Bradshaw,
told the Commons at the beginning of
January and what the representatives of the
fishing industry said about the European
Council. I will mention what some of them
have said in reference to the Council’s
decisions.

That obsession has led to Scottish boats
being excluded from the North Sea. They
will be allowed to take only 20 per cent of
their haddock quota from their most valu-
able traditional haddock fishing grounds,
making nonsense of the trumpeted 55 per
cent overall increase in that quota. However,
we are given to understand that boats from
other nations are to be allowed to take their
full quota in that area, leading to the
anomalous situation in which Scottish
boats appear to be excluded on the grounds
of nationality. In fact, they have been
excluded for technical reasons, as they have
reported cod by-catches of above 5 per cent.
On the basis of those higher by-catch
volumes, they, and they alone – so the
Commission maintains – threaten the cod
recovery problem.

grounds, what will the Commission do in
the North Sea if, as is widely predicted, all
the 20 per cent haddock quota is caught by
the end of March?

The tragedy of all this is that even if the
European Commission’s argument about
the parlous state of the cod stocks is taken at
face value, there are good reasons for disa-
greeing with its preferred course of action.
The Commission’s fisheries directorate
website points out that a number of other
options are available to fisheries managers
in order to conserve fish stocks. As well as
closing fishing areas, the Commission tells
us that it can also require minimum net
mesh sizes, the use of selective fishing gear,
and a minimum landing size for fish and
shellfish. The point is that other options are
available. In the context of this fishery and
the exclusion of Scottish boats, the single
issue is the use of selective fishing gear.

The layperson is used to the concept of
fishermen throwing their nets blindly into
the seas and bringing up from the deeps all
that finds its way into their nets. However,
that is far from the case. The science of
fishing has developed to such an extent that
it is possible within reasonable limits to
confine catches to particular species. In the
case of a mixed fishery comprising cod and
haddock, it is possible to rely on the
different escape strategies of the two
species: when cod are confronted with a net,
they dive for the bottom, while haddock
tend to rise sharply upwards. If fishermen
are required to use nets that leave a gap
between the nets and the sea bed, the bulk
of their catch will therefore be haddock, and
any cod by-catch will be well below the
figure of 5 per cent, thus negating the
Commission’s concerns.

The brutal, blundering, unimaginative
inflexibility of the Commission’s proposals
is shown up elsewhere in British fisheries. A
long-line vessel in Grimsby, which catches
only dogfish and skate and never catches
cod, will still be bound to 15 days at sea,
making it unviable. Jim Portus, Chief
Executive of the South Western Fish
Producer Organisation Ltd, said to me that
he was bitterly critical of the Commission’s
refusal to take account of technical changes,
diversification and restructuring. He said:
“The Commission only gives credit when a
fleet is destroyed by a taxpayer funded
decommissioning scheme.”

Gary Masson, chairman of the United
Fishing Industry Alliance, said yesterday:
“The deal is totally unworkable. It is the worst
deal to come out of Brussels in the history of
fishing negotiations. 15 days at sea is not
enough to earn a living. The permit system is
ludicrous.”

Mike Park, Chairman of the Scottish
White Fish Producers Association Ltd, said
that as 170 vessels had recently been
decommissioned, those left should at least
be given 24 days, as is the case in all other
countries. That view was endorsed by Alex
Smith, President of the Scottish Fishermen’s
Federation, who said that he was “happy
with the haddock quota increase until I
discovered the details of the restrictions
which only apply to British boats.”

Fishing News said last week: “It is Fischler’s
obsession with ‘saving cod’ that has driven EU
fisheries policy in recent years.”

“The deal is totally
unworkable. It is the

worst deal to come out of
Brussels in the history of
fishing negotiations. 15

days at sea is not enough
to earn a living. The permit

system is ludicrous.”

Mike Park said: “We have a sea of haddock
and yet they will destroy our industry. There
are two regulations coming from the
Commission, one for us and one for the rest.”

How can the Minister for Fisheries, Ben
Bradshaw, have agreed effectively to ban the
Scottish white-fish fleet from its traditional
fishing grounds while allowing continued
fishing in the same grounds to Danish,
French and German vessels that, between
them, have more than 20 per cent of the UK
quota for what can be taken out of the cod
area?

Hamish Morrison, chief executive of the
SFF, said last week: “I cannot imagine how
officials could have signed up for something
so blatantly discriminatory and against the
interests of our industry.”

He went on: “They simply cannot make a
rule like this that applies only to the UK and
no one else.”

It must be asked why only British vessels
should be made to apply for permits. Is this
not in breach of Article 12 of the EU treaty
(which prohibits any discrimination on the
grounds of nationality)? On practical

“We have a sea of haddock
and yet they will destroy

our industry. There are two
regulations coming from

the Commission, one for us
and one for the rest.”
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In the North Sea fishery, unlike in some
others, cod and haddock compete for the
same food sources. In particular, haddock
are opportunist and voracious feeders on
sand eels – the staple diet of cod in that
fishery. If one wants to ensure that cod
stocks have the best possible opportunity
for recovery, one important measure that
should be taken is to fish the haddock stock
hard.

Also, as cod in the North Sea rely on sand
eels, it makes sense to safeguard their food
supply, if one wants cod stocks to recover.
Here we have an apparent contradiction.
Last year, the North Sea sand eel quota
stood at 918,000 tonnes, yet the industrial
fleet managed to land only 400,000 tonnes.
In all other circumstances, when the
Commission finds that a fleet cannot fulfil
its quotas, it almost invariably reduces the
following year’s quota to a figure below that
of the preceding year’s catch. However, that
logic does not seem to apply to sand eels.
The Commission has reduced the overall
quota by a mere 10 per cent to 816,200
tonnes – more than twice the historical
catch.

Looking at the issues combined, one must
first conclude that, if the sole purpose is to
protect cod stocks, there are no technical
reasons for excluding the Scottish fleet. A
requirement to use selective fishing gear
could achieve our aim. Secondly, if one is to
give cod stocks the best possible oppor-
tunity of recovering, it would be positively
advantageous to maximise the effort on
haddock, perhaps even increasing the quota
above the level the Commission has allowed
for. Thirdly, the optimum result can be
achieved only if measures are taken to

safeguard the food supply, which means
reducing the fishing effort for sand eels,
which the Commission has not done.

On the Commission’s partial exclusion
policy, one can only conclude that it has
opted for a measure that is not only
guaranteed to cause maximum economic
hardship to Scottish fishermen, but one that
is technically unnecessary and, in some
respects, counter-productive. One must
question what the Commission is doing. A
clue is given on the Commission’s website.
Of selective fishing, it says that, depending
on the nature of the specific fishery, there
are differences in effectiveness of such
measures, which “make it difficult for the
decision-maker to draft measures that can be
adapted to each case, without leading to a
multitude of regulations, so complex as to be
unworkable.”

Whilst our Minister was negotiating away
our fishermen’s right to fish, a Number 10
press release of 19th December 2003
boasted “A realistic approach to long term
recovery of cod stocks has been taken.” It is
unclear as to how the Government can
believe that this is the case, when so many
factors are against any long-term recovery.
Without using selective fishing techniques,
without reducing haddock (which, in the
North Sea, compete for the same food
source) and without protecting cod’s staple
diet in that area, how can anyone believe
that a long-term solution has been found?
An effective scientific solution must be
reached, without prejudicing British
fishermen. The only way to do this is to
deliver on the Conservative Party’s promise
to return the decision-making process to
the British democratic arena.

Owen Paterson is the Member of Parliament
for North Shropshire and Shadow Minister
for Agriculture, Fisheries and Food as well as
a member of the European Foundation’s
Advisory Board.

In other, smaller fisheries, from the Baltic
to the Maine fisheries in the United States,
selective fishing techniques have had
considerable success. If the Commission is
refusing to go down the road of permitting
selective gear essentially because of the
complexity of regulation, the case that it is
making is that the Common Fisheries
Policy is too cumbersome and unwieldy to
deal with the kaleidoscopic variety of
fishing grounds administered. From its own
mouth, the Commission is admitting that
the CFP is unworkable. On that basis alone,
the case for returning the policy to national
control is unassailable.

On the other hand, some would have it
that there is a darker, more sinister motive
for the Commission’s adopting such an
unnecessarily damaging strategy for saving
Mr Fischler’s cod stocks. Could it be that the

On the Commission’s
partial exclusion policy,
one can only conclude
that it has opted for a

measure that is not
only guaranteed to

cause maximum economic
hardship to Scottish

fishermen, but one that is
technically unnecessary

and, in some respects,
counter-productive

real objective is to clear the Scottish fleet out
of its own waters in order to support the
treaty requirements of equal access to fleets
of other member states? Again, the national
control argument is unassailable.

Whatever the motivation, the one thing
for sure is that the partial exclusion of the
Scottish fleet from the North Sea cannot be
justified on technical or conservation
grounds. It is therefore a matter of the
gravest concern that the British Minister for
Fisheries agreed to such a maladroit policy.
What was he thinking of? How can he
justify a policy that ignores the three
scientific issues that I have identified in
preference to a policy that combines little
scientific merit with maximum economic
damage to Scottish fishermen?

How can he justify a
policy that ignores the
three scientific issues

… in preference to
a policy that combines

little scientific merit with
maximum economic
damage to Scottish

fishermen?

The brutal, blundering,
unimaginative

inflexibility of the
Commission’s proposals
is shown up elsewhere

in British fisheries. A
long-line vessel in
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The European Constitution – a reminder
Over the last few months the European Journal has published in-depth analyses of various

aspects of the Constitution as it was proposed. Here is a background reminder designed to act as
an overview of the concept as a whole and the arguments for and against it. As the Constitution

has not gone away, and is likely to rear its head in a very similar form to the last draft,
Greg Broege looks at the issues surrounding the broader picture

T
he proposed EU Constitution is
either one of the most important and

influential documents in British political
history or, if one listens to the Prime Min-
ister, it is just a mere “tidying up exercise”. Of
course one’s viewpoint depends partly upon
where one stands on the European issue.
But more and more the British public are
realising that this document will
dramatically alter the form of British
politics and the powers of their public
institutions. The European Constitution
fails to meet the standards of a proper
constitution. It will also take precedence
over Britain’s unwritten constitution that
has been created over about 800 years. This
new document will have an enormous affect
on the lives of the residents of the United
Kingdom. This is why the British people
should be given the opportunity to vote in a
referendum on whether or not the
Constitution is adopted.

To understand the European Con-
stitution one must first understand what a
constitution is and what it means. As
Vaughne Miller explains:

“A constitution typically performs four
tasks. It creates new institutions or codifies
existing institutions with specified compe-
tences in the form of bundles of legal powers.
It curbs such power, e.g. by a principle of
legality, by securing human rights and other
legal immunities and powers, and by dividing
political authority among several institutions.
A constitution may also channel the use of
such powers further by indicating the goals to
be pursued, typically as the ends of
government stated in the preambles. Fourthly,
a constitution contains rules for constitut-
ional change, so as to combine the requisite
robustness with flexibility to adjust it to new
circumstances.” (Miller, 9)

There are many benefits of having a
constitution that includes the four tasks that
are stated above. It establishes new patterns
of coordinated behaviour in the form of
institutions, it reduces fear of abuse of pow-
ers, and it bolsters legitimate expectations.
A well-written constitution safeguards citi-
zens against risks and secures their interests,
by regulating the institutions that affect

their lives. Unfortunately, the draft of the
treaty establishing a European Constitution
accomplishes none of these tasks.

Another important part of a constitution
is its social aspect. A constitution should
make clear the values that a society should
live by. As Miller declares, “A democratic
constitution is, above all, the founding act that
sets down principles and values according to
which men and women intend to associate,
live together and constitute a society.” (Miller,
9) This means that the society to which the
Constitution applies should already share
some sort of similar values and morals. They
should also believe in the type of govern-
ment and economy that the Constitution is
setting up. This aspect is impossible to apply
to Europe. With so many different languages,
beliefs and political and economic polices, it
would be unthinkable that all countries
could come together happily under a uni-
form constitution.

Having explained what a normal
constitution is and what it is intended to do,
one must now attempt to explain the
intricacies of the largely unwritten British
Constitution and how the new European
Constitution will affect it. Out of all the
major democracies in the world, the United
Kingdom is the only one without a written
constitution. The British Constitution is
made up of conventions, statutes, works of
authority, and common law (Jones, 298).
Conventions are constitutional laws or rules
that are unwritten and largely stem from
customs and have evolved over time.
Common law is largely based on case law
and is used by the courts as a precedent on
which to base decisions. Works of authority
are the least important of the main
constitutional factors; these written pieces
of work are used to guide the political
process. The most binding of the four
constitutional factors is that of statute law.
These are laws made by Parliament and are
binding upon passage. The most important
of all constitutional laws is the idea of
parliamentary sovereignty. Sovereignty is
the ultimate constitutional authority, which
means a state has complete control over its
own doings. As Hartley explains:

“The traditional doctrine of Parliament-
ary Sovereignty may be expressed in three
simple propositions. The first is that there are
no legal limits to the laws that Parliament my
pass. The second, which is an exception to the
first, is that Parliament cannot validly limit
its own future powers. The third is that, in the
event of a conflict between two Acts of
Parliament, the latter prevails over the
earlier.” (Hartley, 170)

As stated, Parliament, guided by the
Government, makes all the laws. If the
majority is large enough, a government can
push through just about any bill and law it
pleases. This has been the situation ever
since the Bill of Rights, which limits the
Monarch’s powers, in 1689. Also, as stated by
Hartley, the only thing Parliament does not
have the power to do, is to give away its
power of Parliamentary Sovereignty
because this would lessen its future powers.

The European Constitution’s first step
came in 2001 through the Laeken
Declaration. Here, the European Council
established a Convention with aims to unite
the European Union through a constitution.
The Convention on the Future of Europe,
chaired by Valery Giscard d’Estaing, began
in February 2002.

The Convention’s purpose was to look
into the future political, constitutional and
institutional aspects of the European
Union. The Convention first went through a
listening phase that ended in mid-2002.
This was followed by a deliberating phase,
during which working groups presented
their final reports to the Convention
Plenary. In January 2003 the Convention
began its proposing phase. This ended in
June 2003 when it published the draft treaty.
The member states had until December
2003 to reflect on the draft and had the IGC
talks not collapsed in Rome, then in 2004 all
25 states would have had to ratify the treaty
for it to become law.

The purpose of the European Constitut-
ion was to bring Europe closer together
politically and economically. Also, as has
always been the case, there were claims that
further integration would help prevent
another war.
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As Cooter states, “The French–German
alliance continues to be at the centre of the
European integration dynamic, and the
shared goal of both governments is to
eliminate the possibility of another military
conflict on the continent – using ever more
federal arrangements in the EU as a means to
this end.” (Cooter, 80) A constitution does
not necessarily prevent any future military
conflicts. The Convention on the Future of
Europe tried to use the Constitutional
Congress of the United States as a basis for
how to formulate a constitution. What must
have eluded them is that about 80 years after
the passage of the American Constitution,
the United States had an extremely bloody
civil war. With such a mixture of different
cultures and beliefs in the European Union,
there is no reason to expect that the same
could not easily happen if different areas
become upset with certain policies or if they
feel that the larger countries of the
European Union are not looking after the
small ones. There are many factors that
could cause war in the European Union, and
it seems that the passage of a constitution
may just make tensions rise even more.

There are many things wrong with the
Constitution itself. The document pro-
duced by M. Giscard d’Estaing and the
delegates almost totally fails to achieve the
objectives set out for it. First, it does not
resemble a constitution. The language of the
document is vague, verbose and indecisive,
and therefore completely inadequate. Con-
stitutions are written for the people; it is
imperative that the language used be clear
such that ordinary people can understand
their rights and understand the political
system. Second, the document fails to bring
the Union and its government closer to the
people. Neither in form nor substance does
the draft Constitution bring power closer to
the people. Instead of dividing up power
and having a system of checks and balances,
this new Constitution hoards power with
Brussels and its bureaucracy. Furthermore,
while more powers have been given to the
European Parliament, the majority still lie
in the undemocratic and un-elected
European Commission and the European
Court of Justice. The Commission still
retains almost sole discretion to propose
legislation, manage the Union budget, and
implement Union law – this fails in the
objective of reducing the democratic deficit.
Third, and most important, the document
infringes too greatly on the sovereignty of
the individual Member States. The
Constitution proposes forms of integration

that will strip countries of some of their
most essential functions. In doing so, the
Constitution has put Member States in the
unfortunate position of choosing between
European integration and the continuation
of their own independence.

Also the new Constitution fails in the
social aspect of a constitution. It does not
respect the diverse cultures and traditions
of the member states. Many countries and
people in Europe do not completely ignore
the differences of the Member States. As
Fraser Cameron, a senior European Com-
mission official said, “We change the social,
economic and legal systems, which involves
root and branch upheaval of all parts of
society.” (Mulvey, 1) The drafters of the Con-
stitution obviously have not thought about
the social consequences of an upheaval of
societies. By placing broad functions of
government and economic policy into the
Constitution, they have not facilitated the
process of European integration, but
instead have made it even more difficult.

The European Union Constitution will
greatly affect all of Britain. The Government
has promised to take a firm stance on
getting policies in or out of the Constitution
depending upon Britain’s wants and needs.
Tony Blair labelled many ‘red lines’ in his
White Paper on the Constitution. Yet out of
over 200 amendments tabled by the Gov-
ernment only eleven have been accepted.
This lack of toughness is because “member
governments often held unclear and contra-
dictory objectives in a negotiating process
where there was indirection, and some
governments drifted into agreement without
appreciating their precise contents, and the
domestic implications of their decision.”
(Smith, 223) This process has allowed many
things to slip into the draft Constitution
that will drastically change the landscape of
British politics and British society as a
whole.

The most obvious, and main, point is that
the proposed Constitution will eliminate
Parliamentary Sovereignty, which “constit-
utes the bedrock of the British Constitution.”
(Hartley, 172) It must be stressed yet again
that the one thing Parliament is not able to
do is limit its own future powers. Therefore,
the passage of the Constitution is technically
unconstitutional and unlawful. Although
the UK does have some form of judicial
review, it is unlikely that that the government
would lose a legal challenge to the
ratification of the European Constitution.

Extinguishing the sovereignty of Parlia-
ment does not just affect the future of

Britain; it will also affect existing laws if the
European courts deem them as uncon-
stitutional. As Hartley notes, “it does not
matter whether the community provision or
the national provision was enacted first nor
does it matter what form the national
provision takes: even a provision in the
constitution of a Member State is overridden
by directly effective community law.”
(Hartley, 167)

The European Constitution also deals
with crime and law. This document would
formally accept the concept of primacy of
European law, which has, contrary to the
Government’s belief, never actually been
fully accepted. The best example of this
came during Germany’s ratification of the
Maastricht Treaty. According to Germany, a
federation can determine the extent of its
own powers without the consent of its
component states. But as Cash notes, “In its
judgement on Maastricht, the German
Constitutional Court said that neither the
Community as a whole, nor any of its
institutions had the capacity to determine
alone the extent of its own powers.” It went on
to say that, “under certain circumstances,
judgements of the European Court of Justice
would not be considered binding in
Germany.” (Cash, 9) This means that Euro-
pean law was not absolutely supreme in the
eyes of the German court. But the new Con-
stitution will change this. The Constitution
specifically states that the European courts
will have supremacy over all national
courts. As Cash writes, “Kompetenz-
Kompetenz [the capacity to determine alone
the extent of its own power] will belong to the
European Court of Justice, whose judgements
will always be legally binding all over the EU.”
(Cash, 9) This must mean that the European
Union has the powers of a federation and
that a ruling made in another country of the
EU would apply everywhere in the EU.

Another possible area of intrusion by the
European Union is in the economy. The
draft treaty is very opaque on this topic.
While it does have the comforting phrase of,
“those Member States which have not
adopted the euro, and their central banks,
shall retain their powers in monetary
matters.” (Article 29, part 4) It also states,
“The Union shall have competence to
promote and coordinate the economic policies
of the Member States.” (Article 11, Part 3)
The latter could drastically affect the British
economy if they are forced to bring their
economic policy in line with that of other,
more socialist, countries. Also, if Britain
ever does adopt the euro the Bank of
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England will lose almost all of its powers
(the MPC will be redundant) – the
European Central Bank will take over the
monetary policy of Britain as well as the rest
of the eurozone. While much of this is
aalready the case under EMU, the
Constitution would take it steps further.

A topic that has come under great
scrutiny as of late is the creation of the
European Security and Defence Policy. This
issue is controversial because of its impli-
cations for NATO. The British Government
has conceded many of its ‘red lines’ on a
common defence policy. They have
virtually agreed to have a standing army
and a planning cell headed by the new EU
Foreign Minister. The foreign minister
would then be able to make many
international defence decisions on his or
her own. This would endow the European
Union with the ability to plan and act
without NATO; an arrangement that has
made the United States very sceptical of the
new Constitution. This issue is also a threat
to the ‘special relationship’ between Britain
and the United States. As Browne declares,
“… the US … fears that France and
Germany are pulling Britain in particular
away from its military alliance and that the
two powers could become military rivals.”
(Browne, 2) Undermining NATO would
lead to many changes in relations between
the United Kingdom and the United States.
As Cash states, “Foreign policy and defence
govern our relations with the world, and
NATO … guarantees our independence.”
(Cash, 31)

Another aspect of foreign policy that the
European Union is gaining is that of a legal
personality. This personality would allow it
to sign international treaties, such as trade
agreements, on behalf of the Member States
instead of them having individual
signatories. This is a huge power to bestow
upon the European Union because it gives
Brussels the power to develop all of the
Member States’ foreign policy. This will
force members to accept what the Eurocrats
deem best: forcing people to accept policy is
not a sign of a true democracy. A political
advisor to the Social Democratic Party in
Denmark agrees by stating, “EU foreign
policy co-operation is only acceptable in so
far as it does not enforce agreement and that
it allows member states to talk with each
other, to adjust their positions, to listen with
each other, to have a discussion and if we
agree, that’s fine, and if we don’t, that’s fine
too.” (Tonra, 251) Unfortunately, this will
not be the case with foreign policy decisions

in the Union if the draft Constitution is
ratified.

A Constitution is a huge step in the
evolution of a political community. Thus
the British people must be consulted before
the Government ratifies this document. As
David Heathcoat-Amory notes, “the
opening words of the draft constitution are
‘reflecting the will of the peoples and the
states of Europe,’ concluding that the states of
Europe aspect might be represented by
Parliament, but to find the will of the people
we must ask the people – and that means that
there should be a referendum, both in this
country and in others.” (Miller, 51) If the
Constitution truly wants to reflect the will
of the citizens there must be a referendum
(this is because the Government did not
mention the passage of a European
Constitution in their manifesto at the last
election and therefore they do not have the
electorate’s mandate). As The Economist
concludes, “Recent experience also shows
that a standard argument against
referendums – that elected politicians can
represent the views of their voters – is
questionable when it comes to European
issues, where the professional political class is
often out of tune with public opinion.” (The
Economist, 46) There are already seven
countries (Czech Republic, Denmark, Ire-
land, Luxembourg, Netherlands, Portugal
and Spain) that have agreed to hold
referendums and several others are also
expected to hand the final decision to their
electorates. As Cash notes, “The European
Parliament has declared itself in favour of
national referendums. The British public is
also overwhelmingly in favour of a
referendum.” (Cash, 25) Thus, the time is
right for a referendum on Europe in a
country that has not allowed the people to
voice their opinion in a referendum about
Europe since 1975.

A constitution should bring together the
population it is intended for and clearly
state its goals. The European Union’s draft
Constitution accomplishes neither of these
tasks. Instead it is extremely long and full of
hidden agendas that will give even more
power to Brussels. It also takes power even
further away from the public and into
institutions that are not accountable to the
people. Again The Economist points out,
“Politicians and civil servants in Brussels
spend a lot of time searching for ways to
‘bring Europe closer to the people’ …
experiences show that referendums are the
best way – possibly the only way – to achieve
this.” (The Economist, 46) The only way for a

constitution to ever work in Europe is if it
has the people of Europe behind it. This
would mean every nation must have a
referendum and that it must be passed in
every nation. This is necessary because,
“The Sacrifice of national rights should not
be dictated – or denied – by a temporary
government, and democratically elected gov-
ernments are by definition transitory. With-
out the backing of a referendum a govern-
ment cannot relinquish these rights without
facing a potentially violent and counter-
productive backlash.” (Rees-Mogg, 15) If a
constitution is forced upon the people, the
leaders and the people of both Britain and
Europe should prepare for the worst.
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Enlargement: A Nice Problem
by Michael Fogg

E
nlargement to the East has brought
with it a number of huge challenges for

the EU to face, ones which cannot be
avoided. The current institutions required
revision in order to accept the ten new
accession countries. In the terms of the
Treaty of Nice, steps were made to bring
these institutions into line with the
demands placed on them by the expansion
of the EU to the former Soviet bloc states.
How best can the EU operate in its enlarged
form?

The common argument is that the Treaty
of Nice was something of a failure in
achieving it’s objective “of preparing the
institutions of the European Union to
function in an Enlarged Union” (Treaty of
Nice [2001/C 80/01]; p1). Political
commentators have argued that the Treaty
neither safeguards national interests nor
improves the efficacy of the decision
making processes of the EU. Tsebelis and
Yatangas, analysing the Treaty in 2002,
found that the most likely result of its
contents being implemented was further
legislative gridlock and policy stability.
Konig and Brauninger (2001) also discern a
marked increase in the discretionary
powers of the Commission and the ECJ.

accept Germany’s argument that it should
be given greater weighting in voting
procedures under QMV meant that the
Franco–German Dual Hegemony (see Sir
Oliver Wright, GCMG, GCVO, DSC in The
European Journal Vol. 11, No. 1) was
temporarily destabilised. Without this
strong alliance functioning, the Treaty of
Nice was far less integrationist than was its
intention.

However there is an additional consider-
ation which is seldom alluded to by scholars
of European Policy. Perhaps it is partially
due to the majority view within this
assortment of individuals that ‘Ever Closer
Union’ is in principle a worthy aim. Indeed
one of the most commonly referred to
academic texts, from the pen of Desmond
Dinan in 1999, goes by that very name. The
greatest fallacy of the debate over the chal-
lenges to the EU institutions of enlargement
is the implicit assumption that the
institutions work fairly well as it is.

practiced by the ECJ. When precisely did
EU Law become supreme over nation states,
and therefore when did the ECJ become a
court of greater standing than the highest
courts of the member states? On its
creation, the ECJ had equal standing to
national supreme courts, but this has de
facto changed.

Of course, the ECJ only holds powers that
have been conferred or created for it by the
member states in agreement of EU Treaties.
However, that power includes the ability to
discover new law from the spirit of the
treaties, as well as from the words
themselves. Why then was there such bitter
wrangling over the words of certain articles
at IGC2000, when the ECJ have the power to
change the meaning of the words of the
Treaty of Nice should they see fit?

Far from working effectively already, the
institutions of the EU are prone to be
clumsy, reactive, self-furthering and
commonly out of touch. As Kohler-Koch
notes in his ARENA Working Paper, “the EU
is not just institutionally retired, but lives in a
social environment that does not fulfil the
prerequisites for representative democracy.”
Whatever the grand posturings of the more
overtly integrationist member states, it is
hardly visible from the Nice negotiations
that some grand agenda has overborne the
requirement to fight one’s own corner. On
the contrary, the talks were notably tinged
with antagonism between France and
Germany over the exact nature of the
revised QMV.

The academic consensus is that Nice
failed to achieve that which it set out to do,
primarily due to the series of arguments
between the member states that dogged the
IGC in 2000 and prevented agreement upon
any more definite institutional reform
agenda. In particular, the Council was
overshadowed by ructions between the
partners of the Franco–German axis that so
often proves the real engine of further and
deeper integration. The French refusal to

The academic consensus is
that Nice failed to achieve
that which it set out to do,

primarily due to the series of
arguments between the

member states that dogged
the IGC in 2000 and pre-

vented agreement upon any
more definite institutional

reform agenda

The truth of the matter, as we all know, is
that the Union is a cumbersome and
reactive beast. Progress towards a more
federal organisational structure is one of the
few areas which proceeds apace, and this is
predominantly due to the stealthy nature of
the steps taken. Intriguingly, it is most often
the forgotten institution of the EU that
drives forward this agenda. It was the ECJ
that gradually discovered that ‘free move-
ment of workers’ within the borders of the
fifteen member states actually meant ‘free
movement of people’. This one small noun
has meant that the number of potential
migrants from the accession countries has
become far greater than it could have been.
That one small noun has made as
substantial an impact upon the way in
which post-enlargement Europe develops,
as does the Maastricht Treaty from which
the rewording has been discovered.

So a question has to be asked. What is it
that will be the determining factor of the
form and substance of an enlarged Europe?
Is it institutional reform through the treaties
negotiated at Intergovernmental Confer-
ences, or is it the more creeping integration

The truth of the matter … is
that the Union is a cumber-

some and reactive beast

Nice has undoubtedly not met all the
challenges of enlargement by a long way.
Most damning of all is the degree of
emphasis already being placed upon the re-
examination of the Nice changes by the
Constitutional Convention of Laeken –
even before the Treaty entered into force
early last year. So what we have post-Nice is
a set of institutions less likely than ever
before to be able to act effectively in dealing

What we have post-Nice is a
set of institutions less likely
than ever before to be able
to act effectively in dealing

with the issues that they
need to address
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with the issues that it needs to address. Seen
in context, alongside Cram’s view that “the
post-Amsterdam EU is even more arcane and
complex than its already impenetrable
predecessor,” the trend is for an ever larger,
more bureaucratic and unresponsive matrix
of interwoven institutions.

Where should the EU go from here?
Institutional reform post-Nice is commonly
seen to be concerned with further changes
to the size and constitution of the
Commission and the ECJ, as well as
addressing the problem of the European
Parliament’s size should further enlarge-
ment take place. It has already exceeded the
700 seat limit originally imposed and the
number would rise still further should any
additional members join after the 2004
enlargement. The institutions that were
originally created for six member states is,
fifty years on, found to be sadly lacking for
the fifteen current members, let alone
twenty five increasingly diverse countries
spanning the entire continent.

What is required is a wholescale revisiting
of the way the EU is structured. There is no
doubt that the greatest achievement of the
EU and its predecessors the ECSC, EEC and
Euratom is the fifty years of war-free
existence that has been possible through the
continued use of dialogue and diplomacy.
But the methodology which underpins the
current EU structure is one that was

appropriate fifty years ago during the early
days of the Cold War. It is surely more ap-
propriate to find a new, lightweight system
that ensures member state sovereignty
whilst simultaneously maintaining the vital
process of dialogue and diplomacy. Rather
than imposing the entire body of the acquis
upon new member states, with the financial
and administrative burden that this entails,
the Union needs to concentrate upon
identifying its core functions.

cess of the Union is not directly correllated
to the quantity of material that is produced.
The number of regulations, directives and
decisions that have been issued by the
Commission have increased virtually every
year since the establishment of the Union.
Yet both state and non-state actors are less
sure than ever what role Europe plays in
their daily existence, and therefore the role
that their own governments play.

For the sake of voter participation, for the
sake of clarity and transparency, and for the
sake of efficacy, the Union must constrict
and focus its operations in order to ensure
that the same stability, dialogue and
diplomacy is spread to the more volatile
eastern European members. We will not
unite Europe under a flag of micro-
managing rules, or through a number of
one-fix-for-all policies. It is through
providing a forum for all parties to discuss,
share, compromise, and continue to main-
tain individual identity and autonomy.
These are the things that are most difficult
to maintain under the increasingly bureau-
cratic and complex institutions that
continue to evolve incrementally.

Michael Fogg is a research student in
European Policy at Cardiff University. He is
also Director of Insight Cymru Public Affairs,
a Cardiff based lobbying and research
organisation.

The number of regulations,
directives and decisions that

have been issued by the
Commission have increased

virtually every year since the
establishment of the Union.
Yet both state and non-state
actors are less sure than ever

what role Europe plays in
their daily existence, and

therefore the role that their
own governments play.

different from EU policies. Even the EU
accession agreement with Estonia was in
many aspects different to agreements made
with other Central and Eastern European
countries. That is why deeper integration
with the EU has a tendency to eliminate
Estonia’s competitive advantage.

In the EU, Estonia will most likely have
serious problems defending, for example, its
relatively low and flat 26% personal income
tax rate (the present government coalition
will probably decrease it to 20%) and no
corporate tax (which was abolished in the
tax reforms of 2000). Estonia needs dero-
gations and long transition periods for
taxation. But not all EU member countries
share the logic that low income, excise and
other taxes are needed for the attraction of
foreign capital and keeping high growth
rates. Or maybe it is high growth they do
not agree with.

Estonia’s present economic model is in
deep contradiction with the ideas of further

federalisation of European integration. To
keep at least part of the present economic
freedoms there is need, in some fields (for
example agriculture and regional policy), to
reduce EU competences in accordance with
the subsidiarity principle.

Estonia does not want to give up most of
her present economic achievements. Surely,
it is not in Europe’s interest that one of the
most competitive new economies in Europe
falls apart in the EU’s overregulated
environment.

I hope that some political and economic
forces wish Estonia to continue with its
present liberal economic policies and even
that it becomes a model for Europe, at least
for East and Central Europe. During Soviet
times, Estonia had opportunities to imple-
ment economic instruments differing from
the general economic policies of the USSR
and in some areas Estonia was known as a
testing ground for economic experiments. I
believe that Estonia is ready and able to play
a similar role in the EU. Implementation of

this idea depends upon the political will of
Estonia’s leading political parties and also
the EU institutions and each current
member state.

I hope that British–Czech–Polish–Eston-
ian cooperation can become the driving
force for reforming the European economy
and that Anglo–American cooperation can
stimulate North Atlantic security and
economic cooperation.

Professor Raig is Chairman of the Board of
Uurimiskeskus Vaba Euroopa (Research
Centre Free Europe) and member of the
International Advisory Board of the Euro-
pean Foundation. UKVE is an international
think tank based in Tallinn and invites appli-
cations for Associate Membership. Please
write to Martin Helme at UKVE, Rävala 8
B101, Tallinn 10145, Estonia

There will be a conference ‘Transatlantic
Cooperation’ on April 29th-30th at Prof
Raig’s University in Tallinn.

…continued from page 5

It is the peace that we experience on the
continent of Europe that has made the EU a
success. For all its worthy intention, the suc-
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The City and the Law
An extract from the Denning Lecture,

by the Rt Hon. the Lord Mayor of London, Alderman Gavyn Arthur

T
he common law is in essence not a
corpus of rules or principles at all, but

rather a methodology. In the absence of a
body of sharply defined statutory law, the
common law has to create rules empirically
by relating the facts of the case to relevant
precedent, business practice and principle.
It is therefore able to entertain just about
any question that can arise. The common
law judge, does not, like the civilian judge
peruse a code to find a provision which best
suits the facts. He reasons outwards from
the facts and feels his way towards a just
solution, formulating his statement of
deciding legal principle to suit that
conclusion. Thus, answers to new questions
or new answers to old questions can be
found by progression from already enumer-
ated rules. The upshot of this is that the
common law is never complete; there is no
end of justice. It waits only for a signal from
reality that it is time to move on.

EC Law
The summarized description of the
common law that I have just provided is in a
certain sense out of date, for there are of
course not one but two systems of law
operating in the UK today. The enactment
of the European Communities Act 1972
brought about a quiet revolution in our
legal system, which was perhaps not fully
appreciated until the House of Lords
handed down its judgment in the
Factortame case. Parliament is no longer
sovereign, and where English law and the
law of the EC conflict, it is the European rule
that prevails.

For the first decade and a half or so of
British membership of the Community the
law of contractual obligations seemed to be
insulated from this revolution. This had no
grounding in constitutional reality of
course, but was merely a reflection of the
priority of the Community at that time,
which was directed towards the creation of
the single market by striking at state-
sponsored obstacles to competition. That
period has however largely passed, and the
EC is now issuing legislation which seeks to
harmonise the national laws relating the
specific business relationships and which
therefore automatically supplant the com-
mon law rules in these areas. This legislation
affects diverse sectors of commerce, ranging

from unfair terms in consumer contracts,
the law relating to commercial agents and
late payments of commercial debts to pro-
posed measures on collateral securities and
takeover bids. This piecemeal European-
ization entails problems of its own, since it
results in the splintering of the relative unity
of the law of contract.

However, my concerns about EC impact
on commercial law runs deeper than this. I
articulated the view earlier that the
common law is commercially attractive
because it holds the two virtues of certainty
and flexibility in balance. When we judge
EC law by this criterion, it is not so much
that these qualities are out of balance
(which would be unfortunate enough), but
that both qualities are disturbingly absent.

Inflexibility
First, the question of flexibility. In those
sectors of commercial law which are or will
be occupied by EC legislation the ability of a
businessman to contract on freely negoti-
ated terms is severely restricted. He may
well also find himself subject to duties that
are unknown in the common law in the
operation of his contract and the very
validity of his contract is likely to be subject
to an assessment of good faith.

The source of these interferences in
contractual freedom is the essential
character of the legislation. Whereas the
common law was consciously developed to
be merely a tool of business and to facilitate
its progress, EC legislation is much more
ambitious. Its purpose is very often directed
towards a specific social or economic ob-
jective, to which end commercial practices
must be manipulated or directed. The
problem with this approach from a business
perspective is immediately apparent. The
legislation originates in a generalised
opinion on an executive level about the way
in which the market currently operates and
takes the form of a series of prescriptive
measures designed to combat the perceived
mischief. In consequence it is liable to fail to
take account of the full range of
contingencies that might arise in business
life, and impose inflexible and inap-
propriate rules on inoffensive transactions.

An example of this appears in the contro-
versial proposed directive on takeover bids.
Article 11 of the directive is directed against

defensive measures designed to frustrate a
takeover. To this end, it seeks to render
unenforceable agreements between share-
holders of the target company which restrict
the transfer of shares or which specify how
the parties should exercise their voting
rights. The shortcoming of this provision is
that it fails to appreciate that agreements
between shareholders can often facilitate
takeovers, such as in the common situation
where the offeror is a shareholder and has
reached agreement with another share-
holder to accept his offer and not to sell his
shares to another bidder.

Measures of this kind, which focus on a
particular contractual area, can have the
result of being prohibitive of doing business
in that particular way. The Commercial
Agents Directive, which was implemented
in English law by the Regulations of the
same name, were motivated by the
perception that Commercial Agents are
particularly vulnerable members of the
business community and in need of
legislative protection. This assumption itself
is obviously questionable: while many
agents are poorly remunerated door to door
salesman, many others are highly trained
specialists who deal with their principals at
arms length. In a recent commercial court
case on the regulations the claimant was an
oil trader and his claim ran to £130 million.

The Regulations seek to tip the balance in
the relationship in favour of the agent by
making his principal subject to what is in
effect a fiduciary obligation to him, and sets
out generous rights to commission and to
compensation in the event that the contract
is terminated. Thus the agent must be paid
commission even on transactions effected
after the termination of the relationship,
and even where the principal’s contract with
the third party has not been concluded.
Regulation 17 effectively introduces a strict
liability regime for compensation on
termination of the agreement since the
principal is liable to pay notwithstanding
that fact that it is not in breach of the
agreement. Research suggests that the effect
of the Regulations has not been to fortify
the position of Commercial Agents as
intended, but has led to their dismissal and
the adoption by businesses of legal methods
that are less flexible and efficient than
agency relationships.
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The market can only adjust its practices
so far however in order to avoid the
distorting and damaging effects of
prescriptive rules. In those areas where the
new concepts are more widespread, such as
the duty of good faith implied by the unfair
contract terms Regulations into consumer
contracts ranging from the sale of goods to
financial services, and the assessment of
fairness of contract terms relating to the
time of payment under the Late Payments
Directive, there is very little latitude for
manoeuvre.

Uncertainty
Inflexibility is not however the end of the
problems that face a businessman, since he
is in the deeply unhappy position of being
bound by rules that are simultaneously
inflexible in their application and uncertain
in their scope, meaning and effect. This lack
of clarity results from inherent problems in
the nature of the European legislative and
judicial process. Three problems stand out:
the multi-lingual aspect of legislation, poor
drafting and the purposive approach to
construction. I will illustrate these problems
primarily by reference to the Commercial
Agents Directive, which is one of the oldest
and most fiercely litigated of the EC
contractual instruments.

Multi-Lingualism
Each Community legislative instrument is
legally effected in all of the official working
languages of the Community. 11 languages
are currently recognised as official lan-
guages, to which many more will be added
as expansion takes place. An outside
observer might be forgiven for imagining
that the English version would apply in the
United Kingdom and the Republic of
Ireland, the French version in France and so
forth. However, when we turn to the
Community case law we find that the
multilingual promulgation of legislation is
really only a matter of convenience. The ECJ
has stated that all the versions are of equal
effect across the Community. The text must
not therefore be construed on the basis of
what any individual version might suggest,
but by divining the real intention of its
author and the aim he seeks to achieve.

This is clearly a substantial problem. A
businessman’s legal adviser might not think
to consult other language versions of the
text, and might not be able to easily obtain
accurate or idiomatic translations of the full
range of texts in any event. Thus it is likely
that many businessmen will not be aware

that they have stepped into a linguistic snare
until the conditions of litigation leads his
opponent to pursue every avenue of
argument. An example of this occurred in
the case of Page v Combined Shipping in the
Court of Appeal. The issue for the court was
whether the claimant, who had contracted
to trade commodities with finance supplied
by the defendant, was entitled to compen-
sation under the Commercial Agents Regu-
lations in circumstances where the contract
was terminated because of the defendant’s
parent company’s decision to disinvest in its
operations. The contract allowed the
defendant to perform the contract in any
manner of its choosing, to the extent that it
was entitled to let the contract run without
allowing the claimant to make a penny.
There is a common law presumption that a
defendant will, where it has discretion, act
so as to minimize its liability, and under the
contract in Page, a minimized liability
would have been zero. If one reads the
English Regulations, it might appear that
this presumption had been preserved: the
relevant provision states that an agent is
entitled to commission which would have
resulted from ‘proper performance’ of the
contract. It might be reasonable to assume
that this connotes lawful performance.
When the court examined the French and
German versions of the directive however, it
discovered that the words used meant
‘normal performance.’ The court therefore
found on the basis of the French and
German versions, combined with the
principal’s obligation of good faith, that the
claimant had a theoretical right to compen-
sation calculated on the basis of normal
future performance and not abnormal –
albeit legitimate – performance.

Inadequate drafting
A further reason for uncertainty is that a
great many Community instruments are
inadequately drafted. This is partially due to
the nature of the lawmaking process, and is
unavoidable. Directives and Regulations are
issued in all the official languages of the
Union, and all but one of these documents
is a translation of the French, and occasion-
ally English original. The purpose of the
translator is not to provide a document
drafted in the pattern of a domestic statute
but to replicate so far as possible the
original, and the native idiom must be
sacrificed to this end. In addition, the
original text will often be the fruit of
considerable negotiation at the Council of
Ministers and it is clearly understandable

that securing the national interest is of
greater concern than producing an elegant
and accessible document. Even so, it is vital
that the Community takes greater care in its
drafting, which can often be so obscure that
the courts themselves, let alone businesses
and their legal advisers, are hard pressed to
grasp their meaning. In a recent case the
Court of Appeal stated that the schedule to
the Commercial Agents Regulations, which
goes on to define whether an agent is a
commercial agent or not was “an almost
impenetrable piece of drafting”. The result is
unnecessary litigation, often extending to a
referral to the European Court and wide-
spread uncertainty until it has provided a
definitive answer.

The example from the Regulations is, I
think, of where opaque drafting has resulted
from the nature of the legislative process
and mere inadvertence. However, I should
add that the European Union is one of the
few law-making bodies in the world that
deliberately drafts legislation in uncertain
terms, typically where the Council of
Ministers has been able to reach agreement
in principle, but not in practice. A prime
example of this appears in the Convention
on Jurisdiction and the Enforcement of
Judgments in Civil and Commercial
Matters when it states that a tortious claim
may be made in the courts of a country
where the “harmful event occurred”. This
could obviously mean either the place
where the act from which the damage
resulted was carried out, or the place where
the actionable damage was sustained. In the
case of this provision, it required a reference
to the European Court of Justice gain any
enlightenment. I should add that this is one
of the few provisions that we know was
intentionally drafted opaquely only because
the Official Journal took the unusual step of
reporting the discussions in the Council of
Ministers. We can only speculate on the
number of troublesome provisions of which
the Community was aware at the time that
they were made effective. It is clearly
unfortunate that litigants and their insurers
should be put to the expense of protracted
litigation because legislation is knowingly
made enforceable despite its inadequacy.

The ECJ
Finally, the European Court can be as much
an obstacle to legal certainty as the
translator, the draftsman and the Council.
Since only the ECJ can provide a definitive
interpretation of any provision the
establishment of any authoritative meaning
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The Experience of the Euro and its Future
by Karl Socher

to European law depends on the vicissitudes
of litigation, because we can only be certain
of the meaning of those provisions that have
been the subject of an ECJ reference. In
addition the teleological interpretation of
legislation adopted by the ECJ means that
the words of a provision – even if they are
clear and consistent across the various
language versions – are not necessarily
determinative of the issue, since the court
looks primarily to the purpose and policy
of legislation. Regulation 19 of the
Commercial Agents Regulation states that
the parties may not contractually exclude
the agent’s right to compensation before the
agency contract expires. In proceedings
before the ECJ, the Advocate-General
suggested that the wording of the Directive
should be ignored, and that the prohibition
of any derogation from the compensatory
provisions should continue even after the
termination of the agency relationship if the
purpose of the Directive was to be fulfilled.
In the event the court did not determine the
issue, but neither was the Advocate-
General’s opinion dismissed. As one

observer of the court has stated, it is difficult
to predict the policy that the bench will
choose to pursue, and the effect that this will
have on any individual provision.

In closing this section, I would ask
whether businesses come to London to be
subject to a law that is of the nature that I
have just outlined, or whether that is the
price that they are prepared to pay to gain
access to our courts and common law. If as I
imagine it is second of these propositions
that is correct, then the implications of the
continuing encroachment of EC law on the
common law are deeply disturbing, for
there could come a point in time when that
price is too high to pay.

Looking towards more distant potential
developments, I would like to end by briefly
adding my voice to the ongoing debate
about whether a common contractual code
should be promulgated for use within the
European Community. In my view such a
move would only exacerbate the problems
that we are already facing with the
application of EC law to the commercial
sphere, and import all the flaws of civilian

law into our legal system. It might also bear
some flaws that are unique to itself which
are absent from the national civilian codes.
Until now draft European codes have been
formulated by jurists, but any binding laws
would be the product of political nego-
tiation, with each state arguing for universal
application of its domestic law. What is the
more likely result – a coherently self-
contained body of principles, or an unruly
multi-cultural fudge?

At the beginning of this talk, I stated that
the City of London could not outlive the
confidence of business. I have attempted to
argue that that confidence could not outlive
the common law. Our great and only hope
for its preservation is that it is more widely
recognised as the great national asset that
it is.

The Denning Lecture was delivered by the Rt
Hon. the Lord Mayor Alderman Gavyn
Arthur, on 29th September 2003 in Gray’s
Inn. It is reproduced by kind permission of the
Corporation of London.

T
he forming of a currency union (a
union with one currency, not only fixed

exchange rates) between large countries
with different economic structures and
without a common government is a new
experiment that has never been tried before.
We know from history that monetary
unions (with fixed exchange rates) were not
stable; even during the gold standard they
were managed from individual central
banks and eventually collapsed, except
when they ended in a unified currency of a
nation state, like in Germany and Italy. The
fixed exchange rate system of Bretton
Woods fell apart because of diverging
policies of the central banks and govern-
ments. In Europe, a European Central Bank
(ECB) was envisaged for the first time in
1942 by the National Socialists as a part of
their planned European Economic
Community. The ECB was to manage the
fixed exchange rates, but not a common
currency, and was to be situated in Vienna.
The first trial to form a European currency
union in 1969 (Werner Plan) failed in the
years of the breakdown of the Bretton
Woods system in 1971. The European
exchange rate system developed in 1971-72

(the ‘snake’ and then the ‘snake in the
tunnel’) became ineffectual with the
exchange rate turmoil that accompanied the
1973 oil crisis. The new attempt in the
Maastricht Treaty of 1992 learned from
previous failures: it created one central bank
and included fiscal policy measures, which
was strengthened further by the Stability
and Growth Pact – aiming for balanced
budgets. From the start of the currency
union in 1999 followed by the introduction
of the euro as deposit money and then euro
notes and coins in 2002, the currency union
has, to a great extent, met its main economic
goal – price stability. The inflation rate has
been kept down to slightly above the 2%
which the ECB set as a goal.

It seems that the experience of the euro
has been successful, so that in some areas of
the world, similar currency unions have
now been proposed: in South America,
Africa and Asia. In some countries a
dollarization and euroization has taken
over local currencies.

This analysis attempts to show that some
of the warnings of the economic theories of
optimal currency areas (OCA) are still
valid, and that some new, unforeseen

developments of the euro have occurred.
This may lead to future tensions not only in
the eurozone, but on world financial mar-
kets. Because the experiment of forming a
currency union is not finished, it is too early
to copy it for other areas of the world. Per-
haps one could learn from the experience to
find an optimal model for currency or
monetary unions on other continents.

The introduction of the euro
The introduction of the euro was planned
with great effort and was a success. No big
problems during the changeover to a new
currency occurred. The step-by-step
approach, first to introduce euro-deposit
money and then notes and coins, worked.

The introduction had a small pro-cyclical
effect. Most of the introduction costs
(estimated at between 2% and 4% of Gross
National Product (GNP) over the course of
about 3-4 years) were spent in the boom
period beginning around 1997. This
expenditure was stopped during the
recession. The advantages of the new
currency, the savings in transaction costs of
about 0.5% of GNP, have only been realised
since 2002.
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The aim of price stability
The monetary policy of the ECB has not
exactly reached its goal of an inflation rate
of below 2%. However, it has only failed by a
minor amount (since 2000 inflation rates
have been between 2.1% and 2.4%). There-
fore, the strategy of the monetary policy
must have been fundamentally right. It was
initially similar to the policy of the
Bundesbank, putting weight on the volume
of money. But this monetary targeting was
based on the stability, or at least
predictability, of the demand for money
(the velocity of circulation of money). In
the process of forming the currency union,
forecasts of the demand for money became
difficult to calculate because conditions
were different in each of the participating
countries and euro notes were also used in
non-eurozone countries. Therefore, with a
slight change in strategy in the form of
adding a second pillar to the monetary tar-
geting, ‘inflation targeting’ was developed.

(“The only factor which grows strongly in
Europe is the volume of money.” Neue
Zuercher Zeitung, 11/12 October 2003)

Differences in inflation rates…
At the moment the main problem of the
eurozone is not the overall inflation rate, but
the differences of inflation and unemploy-
ment rates in the individual countries.
Contrary to many expectations inflation
rates did not converge within the zone. This
is clearly a problem for the ECB. When one
looks into the monthly reports of the Bank
one finds that the statistics about the
inflation rates of individual countries are
not published. Even in an article dealing
with the causes of the differences of the
price levels (ECB, August 2002) this
variation is not mentioned.

Inflation rates had been very different
before the creation of the eurozone. But in
the two years before the union started, they
became almost the same. It was one of the
‘convergence criteria’ for accepting a
country into the currency union that the
inflation rate should be less than 1.5%
higher than members with the three lowest
rates. In 2003, four years after forming the
eurozone, the difference in inflation rates
increased by 3 percentage points (from 1%
to 4%), i.e. higher than the level permitted
by the convergence criteria for entering the
union. (But there is no clause in the
Maastricht Treaty that states a country with
a higher inflation rate has to leave the
union!). Some factors causing these
differences are as follows: the transmission
of monetary and fiscal policy measures is
different; the effects of the measures are
different; competition in the goods, services
and labour markets are not perfect; and
price developments on world markets
influence prices in each country differently.

It was well known that the single currency
area could not be an optimal area because
of the economic differences between the
economies within the union. In One Market
– One Money, the European Commission’s
fundamental study from 1992, it is stated
that those countries with small variations in
inflation and unemployment in the past (as
was true of Germany, Austria and the
Netherlands) will loose this stability in the
currency union, whereas instable countries
(like Italy or France) will gain stability. This
has been proved – one example is that there
is more unemployment in Germany now
than there was before the union was created.
For the union as a whole, Germany is one of
the most important economies and its bad

performance influences the other eurozone
countries. On average, the European count-
ries outside the eurozone (Great Britain,
Sweden, Denmark, Switzerland) have
experienced better economic performance
than the average eurozone country which is
tied to the heavy weight of Germany.

The main condition for the functioning
of a currency union is a uniform, central-
ised monetary policy, which aims at having
an average inflation rate. This condition is
fulfilled with the ECB. However, monetary
(and also fiscal) policy transmission in the
eurozone is not uniform in the individual
states and they react differently to monetary
and fiscal policy measures (Aarle et al.,
2003). In particular, innovations in mone-
tary and fiscal policy instruments produce
divergent adjustment dynamics of prices,
output, and fiscal balances in the different
eurozone countries.

… create differences in real
interest rates …
The differences in inflation rates have far
reaching consequences. One of the most
important ones is the difference in real
interest rates. This consequence became
clear only recently (Sinn, 2003). Before the
Deutsche Mark was abolished, the inflation
rate in Germany was kept very low by the
Bundesbank, the DM became the anchor of
the European exchange rate system and
both nominal and real DM interest rates
were lower than most EU countries. The
other countries had higher inflation rates
than Germany and/or loose monetary and
fiscal policies (higher deficits) and therefore
a risk of a devaluation, which was
compensated for in the capital market by a
higher nominal interest rate. In the last
years before the currency union was
formed, inflation rates declined down to the
German rates, but interest rates followed
only slowly, so the difference in real rates in
favour of Germany lasted almost until the
forming of the union. Then with the
introduction of the currency, nominal
interest rates had to become equal. Shortly
after the forming of the union inflation rates
began to differ again, but nominal interest
rates no longer fluctuated. This led to the
real interest rate in Germany, which was one
of the lowest before the currency union was
formed, becoming one of the highest in the
union. For instance, in June 2003, Germany
had (with an inflation rate of 0.9%) a real
interest rate almost 3 percentage points
higher than Ireland, Greece and Portugal
(with inflation rates of 3.8%, 3.6% and 3.4%

Contrary to most of the discussion about
the large difference between monetary
targeting and ‘inflation targeting’, the
inflation rate had already been included in
the monetary targeting of the Bundesbank
as a goal for the acceptable inflation rate.
This new strategy is based on forecasts of
the inflation rate and adapts the target of the
volume of money accordingly, in order to
reach the acceptable inflation rate. The new
strategy takes more inflationary factors into
account than the volume of money alone,
especially factors which could influence the
velocity and the supply side. One could stop
the discussion of the strategy here with the
argument that the result of the policy
strategy of the ECB has reached its goal of
price stability to a sufficient degree. So, at
least until today, there may be no need to
change the mostly successful strategy of the
past. However, when one looks at the rate of
increase of the volume of money (currently
at 8%), an inflation rate higher than the 2%
goal, rising budget deficits and a real growth
rate around 1%, it is not clear whether the
ECB would and could act quickly enough
when inflationary tendencies develop.

it is not clear whether the
ECB would and could act

quickly enough when
inflationary tendencies

develop
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respectively). Investment costs in Germany
in relation to those in other eurozone
countries have increased dramatically.

In two countries, Switzerland and
Austria, the development was different. In
Switzerland, with flexible exchange rates,
the nominal interest rate has been kept
lower than in Germany because the Swiss
franc has been revalued by a small amount
in recent years. With a similar inflation rate
to Germany, the real rate could be kept
lower. In Austria, which had its interest rates
fixed to the DM from 1983 until 1999, the
nominal rates were the same as Germany
but it had higher inflation rates; they were
almost 1 percentage point higher per year
(Scher, 1987). This meant Austria had lower
real rates throughout this period. This was,
probably, one of the reasons why the growth
rate was higher in Austria than in Germany
for most of this time.

Real interest rate differences can be seen
not only as a factor that has deepened the
recession in Germany (and with it the rest
of the currency area) and retarded the
upswing in relation to the US business cycle
(Socher, 2003), but has also acted as a
retarding factor for future growth – at least
for Germany (Boley 2003). The experience
of the monetary union between Austria and
Germany shows that a difference in
inflation rates can last for a long time.

One of the arguments in favour of
creating the euro was that it would cause a
growth effect from lower transaction costs
for foreign investments: no exchange rate
risks or costs for hedging against them and
no costs of exchange transactions or
calculations with different currencies. All
these factors worked in conjunction with
the real interest rate differences to encour-
age German investments in other countries
in the eurozone whilst weakening invest-
ment in Germany – the most important
economy in the area – where the growth
rate fell.

… and deflationary tendencies
The differences in the inflation rates around
the relatively low average inflation rate had
another consequence: deflationary tenden-
cies in countries with lower inflation rates
than the average. In some countries,
especially in Germany and Austria, the
consumer price index shows increases of
less than 1% per year. It is well known that
price index calculations are biased, showing
a higher rate than the reality. The errors of
the calculation are due to neglecting rising
qualities, the introduction of new products

and demand-shifts away from increased
prices to substitutes with stable or falling
prices etc.. They are usually estimated
between 1 and 1.5 percentage points. In
reality, an increase of the index of less than
1% shows a stable price level. But a stable
level also is a sign for price declines in some
sectors, where productivity is rising or
demand is weaker relative to other sectors.
Such ‘sector deflations’ can have the same
consequences as a general deflation:
demand both falls and is postponed
(because a further fall in prices is expected);
savings are accumulated; less consumer
credit is used. In addition to this, sectoral
recession can spread by psychological
factors to other demand sectors and, by
reducing demand for the products of the
supplying industries, to larger areas of the
economy.

Also, another effect of the introduction of
the euro has been observed: some single
price increases induced demand reductions.
When euro notes were introduced in 2002,
some small prices – like for coffee or meals
in restaurants – were ‘rounded up’ (in a few
cases up by 20 to 40%). The general price
level was not influenced by these sporadic
increases of small items, but they created the
feeling amongst a large sector of consumers
that the euro has caused a general increase
in prices. In German, the euro therefore was
called a ‘teuro’ (‘teuer’ means expensive). In
Italy in October 2003 a ‘buyers strike’ was
organised against the high prices “caused by
the euro”. 94% of Italians say that the euro
has eroded purchasing power. Even the
Italian minister for the economy, Tremonti,
said inflation after the change to the euro
was high, contrary to the price index
development. (TT-newspaper, 11 Sept.
2003) Therefore in some markets, especially
in the restaurant sector, demand fell – at
least for a while.

The fear about deflationary effects was
one of the reasons to weaken the former
goal of a 0–2% inflation rate of the ECB.
Now the goal is to keep the inflation rate
only slightly below the 2% mark. Another
sign that there may be a further weakening
is the proposal for a new Constitution for
the EU, in which the stability aim of the ECB
is not mentioned and the status of the ECB
against pressures from the EU is weakened.

Differences in wage policy
One of the main features of an optimal
currency area is the necessity of flexibility of
prices and either flexibility of wages or
mobility of labour within the currency
union. If there is not sufficient flexibility or
mobility, an asymmetric shock that is
working in one country or region of the
union could lead to local unemployment
and a downturn in productivity. The
mobility of labour in the union is very low
and wage flexibility is low in some countries
(especially in Germany) and high in others
(for instance in Austria). Flexibility is low
because with low inflation rates and low
increases in productivity in some sectors
(with declining demand and prices and low
increases in productivity), nominal wages
would have to fall. Within high inflation
rates, nominal wages could still increase in
such a case, but not as much as in other
sectors. It is much easier to cope with lower
increases than with lowering the wage itself.
Therefore, unemployment has developed
very differently within the eurozone – the
rates are high in Germany and low in the
periphery.

In some of the smaller eurozone
countries wage controls have been used. In
Austria the wage policy of the Federation of
Labour Unions used to look to the balance
of payments to find the right wage increase,
so that the exchange rate could be kept
stable. When the current balance ran into a
large deficit, the Federation even accepted
real wage cuts to maintain the exchange rate
and to restore the competitive position of
the Austrian industry. Today, neither the
balance of payments nor the exchange rate
of the euro is a useful indication for a
sustainable national wage policy.

Limits of fiscal policy – no
automatic stabilisers
Besides wage policy, fiscal policy is another
instrument in a monetary or currency
union when monetary and exchange rate
policy can no longer be used. Against an
asymmetric restrictive shock in one
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country, an expansionary fiscal policy could
be used. No automatic stabilising fiscal
policy exists in the EU, as in the United
States where the lower tax receipts from a
declining economy in one state and the
rising unemployment payments into that
state from the federal government
automatically create a flow of money into
that state. The EU budget is too small and its
receipts and expenditures to and from a
country are almost independent from the
business cycle of a country.

On the other hand, an unlimited deficit
policy of one or more countries in a
currency union could break the union. It
would increase the interest rate in the whole
union, hampering investment and growth.
If deficits were financed from the central
bank, an increase of the interest rates could
be avoided, but inflation would follow.
Therefore, both ways are limited by the
Maastricht Treaty: deficits are limited to 3%
of GNP and the financing of deficits by the
ECB is forbidden. In the Stability Pact a
further limitation was introduced – there
should not be any deficits in the average of a
cycle. A budget deficit therefore would be
limited to the recession period of the cycle
(which was the original concept of the
Keynesian policy) or the result of the
automatic stabilizers.

However, the sanctions against deficits
higher than 3% are weak. When small
countries surpass the limit, the larger
countries can punish them by enforcing
heavy fines, even when the relatively small
deficit breach does not increase the interest
rate. But when more than one large country
runs into a deficit of 4% (like Germany and
France at the moment) no such decision
will be taken. So the tendency towards
budget deficits (either caused by the
democratic pressure of financing popular
expenditures or as a way to avoid wages and
prices falling with demand) has not been
stopped.

It is still open for discussion as to how
dangerous this surpassing of deficit limits is
for the stability of the euro currency. On the
one hand, it could be accepted as a
necessary expansion of demand in view of
unemployment and liquidity of the money
and capital market, with no immediate
danger of additional inflation. On the other,
the agreed limit of the Stability Pact (zero-
deficit over the cycle) cannot be reached in
the future because 4% deficits would have to
be balanced by a surplus of 4% in a few
years. Experience has shown, however, that
a reduction of a deficit by more than 1

percentage point per year leads to political
tensions, endangering the ruling
government. When the burden of a
reduction policy is shifted to the EU, the
protests will be directed against the EU, in a
similar way to the protests against the
conditions of the IMF. In any case, tensions
between EU member states will increase.

No  ‘gold-automatic’
stabilisation in a currency
union
In theories about stabilisation problems in a
monetary union, (in other words a union
with fixed exchange rates, like the gold
standard), the automatic equalisation
process begins to work if one country in the
union inflates more or less than the others
or demand rises faster or slower. This ‘gold-
automatism’ works through the changes in
the balance of payments which are induced
by the changing current balance. The
surplus or deficit of the foreign exchange
flows to or from the central bank is
multiplied in its influence on the volume of
money by the multiplier of credit and
money creation, the size depending on the
ratio of reserves and central bank money in
circulation. This multiplying factor does
not work in a currency union, so a change in
the current balance of one country has only
small effects on the change of the
circulating money and the demand in that
country. The ECB cannot handle the
developments in any single country. Only
for the eurozone as a whole can this
automatism still work but the current
account transactions of this large economy
are much smaller in relation to the GNI
than in a small country. The exchange rate
of the euro is influenced more by capital
transactions and less by the current balance.

Exchange rate development
influenced business cycle
The exchange rate development of the euro
was volatile, similar to dollar exchange rates
before the creation of the euro. Only a small
part of the fluctuations was caused by
changes in the purchasing power parity. The
rate was 118 euro cents to the dollar when
the currency was launched (1999). This
high rate was dampening the overheated
European economy. When the business
cycle turned down, the rate fell down to 82
(2001), creating an expansionary effect,
reducing consequences of the recession. At
the moment, a lower rate would help the
eurozone and contribute to a reduction of
the high deficit of the US current balance.

Exchange reserves policy and
euroization
The exchange rate of the euro was driven up
by two factors from the balance of capital
transactions. When the euro was intro-
duced, foreign central banks were reluctant
to change their dollar reserves into euro
reserves because the exchange rate began to
fall. Also, the reserves of the ECB system
had been too high in relation to the
transaction volume of trade. However, now
increasing numbers of central banks out-
side the eurozone, both in Europe and other
continents, are beginning to switch their
reserves from the dollar to euro. Even China
has adopted this policy.

A similar increase in demand for the euro
has occurred in some transformation and
developing countries. Even in Russia, which
was ‘dollarized’ at the beginning of the trans-
formation from communism when there
were high inflation rates driving out the
rouble, the euro is increasingly being used.

Future developments:

… Dangers of a dual reserve
system
With uses as a reserve and substitution
currency, the euro competes with the dollar
and begins to form a ‘euro-bloc’ against the
‘dollar-bloc’. This bloc-building is similar to
the emergence of the new free-trade bloc,
the EU, within GATT, along with the
formation of other free-trade blocs namely
NAFTA and the East Asian blocs. The
forming of free-trade blocs can be seen as a
regional step to more global free trade but
equally as a enhancing the danger of a trade
war between large blocs jeopardising the
WTO. In monetary bloc building, it is very
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unlikely that a world currency could be
developed, like the idea of Keynes for a
bancor. On the contrary, a dual reserve
currency system is developing similar to the
dual system of the inter-war period when
the dollar became a second reserve
currency alongside the pound sterling. This
system was unstable – sudden switches
from one reserve to the other can lead to
volatile exchange rates and even crises. A
possible example for such a future scenario
could be a massive switch of the high
reserves in East Asia (half of the world’s
reserves) from the dollar to the euro.

It is possible that in the future a bloc of
the euro-countries will be formed in the
IMF, acting against the interests of the US.
Today, the eurozone already has a heavier
weight in the Fund, so potentially that bloc
could even ask for the seat of the IMF to be
transferred from Washington into the
eurozone. According to the statutes of the
IMF, its seat should be in the country with
the highest capital of the Fund.

… and the enlargement of
the EU
With the enlargement of the EU, new
member states must introduce the euro
officially but only after a long convergence
process. There is only one country in
Eastern Europe that has already introduced
the euro officially, even though it is not a
member of the EU (Montenegro). Like the
economy of this country, the economies of
the new members together are small (about
5% of GNP of the old EU-countries. Thus, a
slow introduction process of the euro may
not create heavy problems for the eurozone.
But for the new members it may be difficult
to reach the convergence criteria without
disturbing the catch-up process. At present,
the price level of the accession countries is
relatively low. Due to the Balassa-
Samuelson effect, the inflation rates of those
countries with higher productivity
increases than in the ‘old’ countries could be
higher without endangering the exchange
rate. But with a higher inflation rate the
countries are not allowed to enter the euro-
zone, because they must keep the exchange
rate in a narrow band before entering – at

least according to the opinion of the ECB
and the EU Commission. (The accession
countries, however, believe that they are
permitted the wider band of 15%).

If these countries could use their
monetary policy to keep the inflation rate
down to the 2% ECB aim, the current
account would improve, which would mean
less capital would be imported and, in the
longer run, the exchange rate would have to
be revalued – making entering the euro
impossible.

To break this vicious circle, some authors
have proposed the immediate introduction
of the euro. This would have the advantage
that these countries would not have the
problems associated with adapting their
monetary policy first. Also, accession
countries need a great deal foreign capital
for the transformation process, which must
be transferred through a deficit of the
current balances. But if these deficits get
larger the fear of a devaluation could
suddenly stop capital imports and create a
crisis.

The ECB does not want an immediate
‘euroization’, which would bring not only
the original problems of forming a currency
union (difficulty to estimate the demand for
money, adapting the banking system, a-
symmetric shocks, etc.) but also a larger
number of governors in the ECB which
would make decisions more difficult.

Prospects of the euro system
The euro system is still too new to draw
long-term conclusions about the sustain-
ability of the system. Some tensions are
building up, like the differences in inflation
rates, real interest rates, wage policy, the
business cycle situation, the surpassing the
limits of the fiscal deficits and large swings
in the exchange rate. It is still unknown
whether the aim of an inflation rate below
2% can be reached in the future, especially
as there seem to be no sanctions for missing
this target. Future problems for the euro
could be the dual reserve system and EU
enlargement. Together with the possibility
of Great Britain and Sweden joining the
currency, the widening of the eurozone
makes the differences of the economies

(and therefore the possibility of asymmetric
shocks) more likely. This will create tensions
in the Union.

When the euro was proposed in the
Maastricht Treaty, the main argument was a
political one: a currency union would create
a will to further coordination and
integration of policies in the Union. No one
knows whether the euro will contribute to
this aim or will bring more tensions and
problems of policy coordination in the EU,
perhaps even when the economic goal of
price stability is reached.
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… news in brief
Money is power

The commissar for the budget, Michaele Schreyer, has refused to
contemplate any reduction in the EU’s budget, but at the same time has
demanded that the rules be tightened which would enable the
Commission to order member states to reduce their budgets, through the

Stability Pact. She was commenting on those, especially in Germany, who
say that the Commissions budget should be reduced as a percentage of
the EU’s GDP since the EU membership is about to rise from 15 to 25
states. Gerhard Schröder, the German Chancellor, has said that
Germany’s wallet is empty. [Interview with Martin Halusa, Die Welt, 17th
January 2004]
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1 Rise in Euroscepticism
According to a new poll published by MMI, Eurosceptics in

Norway now hold a majority. 44 per cent of Norwegians are
against joining the EU, which stands against 40 per cent in
support. This is an increase from an earlier poll from January
2003 indicating only 27 per cent were against. Similarly, Swedish
euroscepticism also appears to be on the rise. A new poll shows
that 59 per cent of Swedes are against joining the common
currency- a three per cent increase since the euro ‘No’ vote in
September.

EU Observer, 12 December 2003

2 Britain in the euro by 2007?
The electorate may have a chance to vote on the euro after

the next general election, which is expected in May or June
2005. If there were a ‘Yes’ vote, this would push the Prime
Minister’s 1997 election goal of joining the euro into full swing.
Gordon Brown is still sceptical of announcing a formal target
date and fears it could prejudge the Treasury’s five economic
tests for euro membership.

The Independent, 7 January 2004

3 “Made in EU”
A proposed ‘Made in EU’ label for all EU manufactured

products is being discussed by officials in Brussels. Sceptics fear
that ending national labels would increase costs and bureau-
cracy and restrict the promotion of products on a national
origin basis. The Commission has yet to decide on drawing up a
formal proposal, but feels there are substantial advantages to
such a label. An in-depth study will be published at a later date.

 Financial Times, 11 January 2004

4 Looking good, Mr Berlusconi
After taking a month to recover from his recent face-lift,

Italian Prime Minister Silvio Berlusconi greeted supporters who
gathered on 24 January in celebration of his tenth anniversary
in politics. Berlusconi is hoping to smooth out his government
and Forza Italia as well before the European elections in June.

CNN.com, 24 January 2004

5 New Eurosceptic party in Sweden
Swedish Eurosceptics are gathering under the leadership of

Social Democrat and former chief economist at Nordbanken,
Niels Lundgren, and should formally announce their new
political party within two weeks. Expectations are high for the
yet-unnamed group, which could gain as many as four seats in
the European Parliament.

EU Observer, 23 January 2004

6 Crackdown on hooligans
British football fans are facing stringent measures in

preparation for Euro 2004. Police have launched a crackdown
on suspected football hooligans ahead of the Euro 2004 tourna-
ment in Portugal. More than 2,000 people are already subject to
banning orders stopping them from travelling and the number
is expected to rise before the competition kicks off in June.

The Times, 4 February 2004

7 Euro watchdog heading to London
The Committee of European Banking Supervisors,

Europe’s new banking watchdog, is to be headquartered in
London. The agency will consist of high-powered experts
employed to monitor and advise on the European banking
industry. This is the first major EU institution to be based in
Britain.

Mail on Sunday, 26 January 2004

8 New homes for EU agencies
13 December saw Constitution negotiations crumble, but

also saw the successful allocation of ten agencies to new homes
across the EU. Similar discussions failed at Laeken in 2001 after
heavy opposition from France and Italy. Parma beat Helsinki
for the European Food Authority, the latter being given the
European Chemicals Agency instead. Some of the other ten
agencies allocated were the European Aviation Safety Agency to
Köln; the European Police College to London; and the
European Maritime Safety Agency to Lisbon.

EU Observer, 13 December 2003

9 Long-term recovery plans for endangered marine life
The Commission has proposed two long-term plans to

assist in the recovery of sole, southern hake and Norway lobster.
This is a move away from previous short-term strategies in
favour of multi-annual strategies aimed at rebuilding and
maintaining stocks at safe biological levels over a 5 to 10 year
period. As with the cod recovery programme, proposed
implementation instruments are reduced fishing possibilities,
limits on fishing effort and specific control measures.

Europa, 15 January 2004

10Campaigners arrested
Four members of Vote 2004 campaigning for a UK

referendum on the draft EU Constitution were arrested during
the failed Constitution negotiations on 13 December 2003.
Campaign Director Neil O’Brien called the arrests an attempt to
“stifle our right to free speech with hardball tactics”. After his
arrest, Iain Hollingsworth of Vote 2004 feels “the case for a
referendum is even more pressing”.

The Mail on Sunday, 14 December 2003,
EU Observer, 12 December 2003

11Hume to stand down
Former SDLP leader John Hume has announced that he

is standing down as an MEP at the European elections in June.
He also revealed that when the next Westminster general
election is called he will not be standing as an MP. The Nobel
prizewinner, 67 last month, has been in poor health for some
time and said he was retiring from Europe on medical advice.
Mr Hume has been a member of the European Parliament since
1979 and his decision to retire came weeks after Northern
Ireland veteran politician and Democratic Union leader, the
Rev. Ian Paisley, announced he would not be standing for
Europe in June.

The Telegraph, 4 February 2004
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LETTERS TO THE EDITOR

From Mr William Frend
Dear Sir,

The weekend of 13-14 December will
always live in our hearts, the failure of the
EU summit on the Saturday has been
followed by the capture of Saddam Hussein.

Many of the fears expressed in your pages
can now be laid to rest, while politicians
strive towards a new blueprint. This must
have a clearly defined get-out section, laying
down conditions of exit and possibly,
reversion to associate or similar status. This,
it appears that the existing draft Con-
stitution did not do.

Its framers were about to make the same
mistake as the framers of the American

From Mr Tom Spring-Smith
Dear Sir,

Mrs Christina Speight (letters, December
issue) is so right to urge voters opposed to
the EU not to support small protest parties
like the Greens or UKIP.

UKIP, for instance, is an opportunistic
fringe group nearly all of whose candidates
couldn’t even save their deposits at the gen-
eral election. However, their intervention
was just sufficient in highly marginal seats
to deprive good Eurosceptic Conservative
MPs of their majorities resulting in their
replacement by Liberal Democrat federal-
ists. UKIP activists should hang their heads
in shame for doing this.

Their activities at the margins have
served only to damage the one party cam-
paigning against a Brussels takeover with
any hope of forming a government able to
resist it – namely the Conservative Party. In
short, the UKIP and their like are playing
into the hands of the very federalists they
claim to oppose.

Yours faithfully,
Tom Spring-Smith
Lyndhurst, Hants

From Mr Richard Beddall
Dear Madam,

I write to comment on a letter published
in your December, 2003 issue from Mrs
Christina Speight.

Since Mrs Speight wrote her letter, a
number of events have taken place. Iain
Duncan Smith has been overthrown,
Michael Howard is now leader, the Euro-
sceptics have been removed from the
Shadow Cabinet and replaced by mainly
Clarkites and Portillistas and the
negotiations for a new EU constitution have
temporarily been set back.

Mrs Speight says “When the train arrives
at Constitution station we have the
opportunity to get off and change to another
train going somewhere else” marked out by
the Conservatives. (A Europe of inde-
pendent nations with their own currencies
and constitutions). Regrettably, there is no
other train as this destination does not exist.

Michael Howard tells us that he will
renegotiate some EU treaties – almost in the
same breath he says a Conservative govern-
ment will not leave the EU. At a stroke he
has reduced his bargaining power to zero. A
self-governing independent Britain does
not appear in his list of core beliefs. As long
as we are governed by EU law, his core
beliefs are unachievable and irrelevant.

Mrs Speight is right, the next election is
vital. The problem is the Conservatives have
to gain a 10% lead to get a one seat majority.
She also says “any voter opposed to the EU
must realise that their vote cannot be given to
small protest parties like UKIP.” I doubt if
any of the almost million voters who sup-
ported anti-EU parties will betray their
principals by voting Conservative. Indeed,
UKIP and others only really exist to
pressure Conservatives to do their patriotic
duty.

I have been a member of the Conserv-
ative Party long enough to know that they
won’t rescue Britain from EU dictatorship.
If it were not for a few honest people like Bill
Cash, I would resign today.

It is Britain’s misfortune that the majority
of MPs put their careers before their
country. Indeed, a lot of them are happy to
collude with foreign powers to destroy the
sovereignty of this nation.

Christina Speight ought to use her
considerable talents to persuade the
Conservative Party to change its EU policies
as they have almost no hope of winning the
next General Election without the votes of
people who will support UKIP and others.
If, in the unlikely event that they do win,
they would be unable to implement most of
their programme as we are increasingly
governed from Brussels.

Yours faithfully,
Richard Beddall
Newcastle, Staffordshire

constitution in 1787. No one appreciated
that strains involving individual States
might be too great to allow that State to
remain within the Union. That situation
arose in December 1860 when Abraham
Lincoln was elected president without a
single state in the South voting for him. But
the southern Confederacy could not leave
the Union constitutionally and after four
years of civil war was forced to join.

Will the European Union be different? It
may well be that under the pressures of
globalisation the UK would wish for closer
ties through NAFTA with the United States.
What then? Would sanctions or worse be
enforced on us? The Blair Government is
fond of drawing Red Lines. Perhaps this is
another it could consider.

Yours faithfully,
William Frend
Cambridge

… news in brief
MEPs’ pay still not harmonised

For 20 years, the European Parliament has been denouncing the fact that
its members have different salaries according to which country they
represent. This situation is likely to continue, since the Council of
Foreign Affairs Ministers has decided to continue with the present
situation, according to which MEPs receive the same salary as members
of the respective national parliaments. This means that an Italian earns
some €11,000 a month while a Spaniard gets only €3,000. A Pole will get
€3,000 and a Hungarian a mere €760. France, Germany, Austria and

Sweden vetoed a proposal to change the system and introduce a single
salary, in a move which elicited harsh criticism from the President of the
European Parliament, Pat Cox. The MEPs claim that an agreement was
reached on the principle of the matter in June 2003, and that the Council
of Ministers has gone back on its word. They want their salary to be
€9,000 (about £72,000 per year). Needless to say, the institutionalised
thieving of travel expenses will continue: a German MEP gets €1,077 for
a return air ticket from Berlin to Brussels, even though the ticket actually
costs €191 in economy and €861 in business class. [Rafaële Rivais, Le
Monde, 28th January 2004]
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BOOK REVIEWS
The Great Deception, The Secret
History of the European Union

by Christopher Booker and Richard North
Continuum, London, ISBN 0-8264-7105-6, 2003, 474 pp.

Reviewed by Matthew Glanville

H
ighly readable and full of insight
Christopher Booker and Richard

North’s new work The Great Deception, The
Secret History of the European Union offers
an illuminating account of the development
of the European Union since the immediate
aftermath of the 1st World War. The authors’
interests are generally in the British
experience and the failure of British
governments to grasp any of the realities of
the evolving EU. Though the theme of
deception that runs throughout the book is
hardly new and forms the basis of much of
the material in the author’s previous works
The Mad Officials and The Castle of Lies the
handling of some of the key events is
innovative and repays scrutiny. Of notable
interest is the way that the authors stress the
key role played by France in the history of
European integration and in particular the
interplay between French domestic politics
and moves towards European integration.

ment levels. The levels of farm subsidy
needed to keep French farmers on the land
and not migrate to the cities where they
might add to communist or revolutionary
pressure were crippling. The CAP, whilst
presented as a necessary adjunct of the
Common market, was largely a mechanism
to secure outside, mainly German, funding
for French subsidies. The significant point is
that the discussions over the creation of the
CAP were running at the same time as those
over British membership. De Gaulle knew
that Britain with its extensive food trade
with the Commonwealth would never have
agreed to fund the CAP in the way the
French wanted if they had been involved at
or near its beginning.

Though here the coverage of French
attitudes and involvement in the process of
integration is good, what is missing
generally from English work in this area is
an appreciation of the body of continental
scholarship that deals with the history and
development of the EU as seen outside the
UK, France and Germany. For years and
probably for reasons not unconnected with
EU funding for professorships and research
projects, authors such as Moravcsik,
Hoffman, Caporaso and Pierson have
produced serious and scholarly analyses of
the development of the EU. In particular the
more strategic analyses of integration
provided by Caporaso or Pierson need to be
considered alongside the more day-to-day
analysis of summits and speeches. This is
not a criticism of Booker and North alone
because it applies to many British authors
who write in this area. The vast, often
continental, academic scholarship in this
field needs to be appreciated if only to
ultimately be rejected.

One further criticism of the work that
might be gainfully addressed is the lack of
primary source material. The authors
themselves may well be familiar with the
documents they refer to but too often the
quotations are from other authors, press
reports or collections of published rather

than archive documents. This tendency is
particularly prevalent in the later sections
covering the Convention for the Future of
Europe where almost all the references are
to reports in the daily press. The problem
with relying on press reports is that they are
by their nature immediate snapshots of a
situation that might only have existed for a
day or two. There is a danger that the bigger
issues get missed. The issue of voting rights
which ultimately scuppered the IGC in
December was not covered by the press
during the Convention itself but it appears
as a concern in the submissions and
interventions of both the Polish and
Spanish government representatives. That
said, the authors were hardly alone in
missing its significance.

For example, the authors’ account of the
background to de Gaulle’s vetoes to the
British application of the 1960s is inter-
esting and plausible. The veto is usually
portrayed as the result of French intransi-
gence over Britain’s relationship with the
US. Instead, as the authors make clear, it was
largely to do with domestic French
concerns. The authors explain the import-
ance of the farming community within
French politics and the fears of the Fifth
Republic over rural flight. Simply put the
French government feared that as agri-
cultural prices fell farmers would leave the
countryside to seek work in the cities; there
they would add to the urban unemploy-

The CAP, whilst presented as
a necessary adjunct of the

Common market, was largely
a mechanism to secure

outside, mainly German,
funding for French subsidies

Despite these concerns there is much that
is of interest and new here. Monnet’s career
is well known; but the authors introduce the
hitherto little known figure of Arthur Salter,
an English civil servant as an important
figure in the period before the Second
World War. Similarly the continental back-
ground to the failure of the European
Defence Community in the early 1950s is
analysed to a degree not normally received
at the hands of British authors. The failure
of the EDC is particularly timely for anyone
familiar with the debates over the defence
articles within the proposed European
Constitution. Worth noting in passing is the
author’s demolition of the evidence of Nazi
origins for ideas of European integration.

This book sets out a worrying and often
compelling account of the history of
European integration and Britain’s role in it.
The publisher’s letter that accompanied my
copy of the book concludes with the line
“this left Britain as the only country without a
coherent policy on Europe’s future.” Reading
The Great Deception makes one wonder
whether Britain has ever had a coherent
policy on Europe.

Matthew Glanville works for the European
Research Group.

The continental
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of the European Defence
Community in the early

1950s is analysed to a degree
not normally received at the

hands of British authors



24

The European Journal And Finally… January/February 2004

Jump to Contents

The Making of Europe’s Constitution
by Gisela Stuart, The Fabian Society, December 2003, ISBN 0 7163 0609 3, 60pp, £6.95

Reviewed by Dirk van Heck

T
his pamphlet by Gisela Stuart MP, the
UK Government’s representative on

the Praesidium of the Convention on the
Future of Europe, is written in the best
tradition of Burkean Parliamentary
representation. It is revealing, well-argued
and resounds with moral authority. It
should be read by everyone concerned with
the ongoing project for a constitutional
settlement for Europe and indeed with any
aspect of the European debate – especially
the Prime Minister and the entire staff of
the Foreign Office.

 In an article in the Guardian on 17th
December, following on from the
publication of the pamphlet and referring
to it, Ms Stuart declared that she had not
become a Tory Eurosceptic. She needed to
make this astonishing statement because
the honesty and logic of her approach has
led her to a conclusion that would be shared
by many such “sterile … Little England-
er[s]”. It can be summarised in the
following lines from the closing pages of her
pamphlet:

“The draft Constitution which emerged is
based on a political structure that reflects the
attitudes which moulded the prevailing
political and economic climate of fifty years
ago. The world has moved on and the
European Union needs to as well…

“The real issue to be addressed is whether
this model for Europe is any longer the most
suitable…

“There are other models available for
Europe too, if Britain and other countries
were to choose them, not just the one designed
in 1957 and modified from time to time.

“These include a European Union with a
more overtly federal and democratic
structure or alternatively A [sic] European
Union that has a much less comprehensive
political and economic agenda with much of
the existing authority of Brussels returned to
the democratic accountability of Member
States. People will have their own views on
the desirability of these and other options, but
we should be wary of adopting a phrase
coined in another age by another politician:
‘There is no alternative’. Influence in Europe
has to mean more than that.”

Stuart describes the two main models for
the EU. The former is the idealistic vision
that the founding fathers of the European
project believed should be achieved by

stealth, and which would be crowned with
democratic legitimacy at the moment of the
federal European state’s coming-of-age,
with a Constitution. The latter is an achiev-
able structure for the age of globalisation,
which would be more realistic, efficient and
democratic than the federal model, the new
EU proposed by Giscard’s Constitution or
the current arrangements under the Treaty
of Nice. It is heavily implicit in the text that
Ms Stuart understands this very well.

In her introduction, Stuart makes it clear
that the UK Government knew all along the
importance of the proposals for a
Constitution, citing Peter Hain as having
said that it was “creating a new constitutional
order for a new united Europe” and stating
herself that “This Constitution is the most
important political issue facing Europe
today.” She makes the further point that the
democratic endorsement of such a grand
undertaking is necessary not only in
principle, but in practice, since without it
“there will be a strengthening in the tide of
euroscepticism, not just in Britain but in
other countries too” – not a happy
coincidence with the inauguration of the
European state.

enthusiasm and an aside about how it was
the fault of the Foreign Office, not the
Government, that the title of the draft
document was consistently misstated (it was
known in the UK as a Constitutional Treaty
– it was in fact a Treaty establishing a
Constitution for Europe). Stuart is unable,
however, to keep the lid on her exasperation
with her political masters. The Europe
debate is too important to remain “tribal”
and must be given political breathing space
so that it might become more objective, she
insists, before giving the lie directly to Tony
Blair: “This is not about leaving the European
Union or staying in the European Union; it is
about making sure we create a political
structure which serves the people.”

Having thrown off the shackles of party
discipline, Stuart goes on to make a series of
excellent points: “we need to stop seeing
Europe as part of our foreign policy debate
and start to integrate it seriously into our
national politics”; “If we don’t enable our own
elected representatives to take on a more
strategic role in shaping the direction of
Europe, we simply hand over power to un-
elected civil servants”; “political decisions
made at European level have to be anchored
in national institutions.” The Prime Minister
will take no notice, of course; he was happy
with what was on the table because it took
power away from national parliaments and
vested much of it, inchoate, in an intergov-
ernmental process of which he considers
himself to be Master.

Stuart describes the two
main models for the EU. The
former is the idealistic vision
that the founding fathers of

the European project
believed should be achieved
by stealth, and which would
be crowned with democratic
legitimacy at the moment of
the federal European state’s

coming-of-age, with a
Constitution.

There follows some loyal hand-wringing
about the Government’s failure to educate
people in the ways of its own Euro-

 Stuart is unable, however,
to keep the lid on her
exasperation with her

political masters The next chapter, “Inside the Convention”,
will be the most rewarding for readers who
enjoy having their suspicions confirmed by
insider evidence. We learn here that the
members of the Convention Praesidium

We learn here that
the members of the

Convention Praesidium
were interested only in

taking more powers to the
EU level, that the French
political elite is arrogant

and dismissive and
that Tony Blair is a

sententious dilletante
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were interested only in taking more powers
to the EU level, that the French political elite
is arrogant and dismissive and that Tony
Blair is a sententious dilettante. UK Parlia-
mentary representatives are the good boys
(and girl) of Europe, although national
parliamentarians in the Convention were
generally subject to divide-and-rule or used
as a rubber stamp. There was no debate on
whether the Convention should attempt to
draft a Constitution in the first place, and
there were no votes taken by the
Convention on any subject. Work was
carried out in French, often to the exclusion
of other languages, and nobody knows who
actually did the main drafting, although it
was generally thought to have been Giscard
d’Estaing and Sir John “Machiavelli” Kerr.
Discussion of contentious issues was
curtailed, while the practice of bouncing
delegates into acceptance was widespread.
The outcome of the Convention was a
stitch-up presented as “consensus”, for
which democratic legitimacy was, spur-
iously and absurdly, claimed.

Stuart follows this devastating indict-
ment of the Convention process with an
appraisal of its substantive results. She takes
exception to the “organic” aspects of the
draft Constitution, like the “Passerelle
Clause”, which would allow future changes
to the EU without the involvement of
national parliaments. She considers that the
failure not only to decide to hand back any
powers to Member States, but to omit any
mechanism for doing so, made the Union’s
structure inflexible. In an admission of
particular significance, she says that the
present scope of the aquis communautaire is
“not reconcilable with the professed objective
of subsidiarity”, the implication being that
the EU has already overreached itself on the
basis of its own principles. She also remarks
that the collapse of the pillar structure
reverses the presumption “in favour of the
operation of the general principles of EC law”
– surely a fundamental change in the
relationship between the UK and the EU
(contrary to the claims of Tony Blair and
Jack Straw). As the former European
Ombudsman Jacob Sodermann is quoted as

Institutional issues were, Stuart says,
inadequately discussed and resulted in
unsatisfactory results. The ‘double majority’
voting system that precipitated the collapse
of the negotiations was designed to facilitate
more decision-making at EU level, and
militated towards a suspect, “big countries”-
run Union, which would not benefit British
interests in the long run, even on the
“unhistorical” understanding that the UK
could become a partner with the Franco–
German alliance. The insistence that every
country should have its own Commissioner,
meanwhile, gives the lie to the long-
standing insistence that European Commis-
sioners are independent of national
concerns.

Stuart then alights on the question of how
the Union should be funded; a question, she
says, of “supreme political importance”:

“As Valery Giscard d’Estaing said to me at
a very frosty meeting on the subject, pointing
his finger at me while he said it: ‘Madame
Stuart, people like you and the British will
have to realise that the Union cannot survive
without an independent stream of income.’”

At another meeting, this time with the EU
Budget Commissioner Micheale Schreyer,
Stuart was told that there should be a
dedicated EU tax. Her response, that this
should be given consideration so long as it
was to be levied transparently, was thought
to be “a joke in rather bad taste”. The article
in the draft Constitution which subjected
Member States’ financial contributions to
qualified majority voting was heralded by

The chapter preceding the conclusion
sets out four principles which Stuart
believes “should underpin a more effective
and enlarged European Union”: making the
right decisions at the right level; the right
institutions doing the right thing; main-
taining room for manoeuvre on national
policy; holding our masters to account. The
arguments rehearsed there will be all too
familiar to readers of the European Journal.

Media reaction to this pamphlet focussed
on the problems it would cause for Tony
Blair in the run-up to last year’s abortive
Intergovernmental Conference. In her
introduction, Stuart says that “we need a
better and more informed debate about
Europe in Parliament and beyond.” An
informed debate about Europe has been
going on in certain quarters for some
considerable time. Hopefully, this pamphlet
is not just about wrangling inside the
Government, but marks the start of a
principled debate in the Blairite wing of the
Labour Party, which for too long has naively
and irresponsibly regarded the issue as
being primarily a matter of party political
expediency.

Dirk van Heck is Head of Research at the
European Foundation

The ‘double majority’
voting system that

precipitated the collapse
of the negotiations was
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more decision-making

at EU level

Stuart was told that there
should be a dedicated EU

tax. Her response, that this
should be given consider-
ation so long as it was to
be levied transparently,

was thought to be “a joke
in rather bad taste”

saying, under the Constitution, the EU
would be given “powers beyond national
constitutions”.

the German weekly, Der Spiegel, as the end
of the British rebate, in an article headed
“Der Schatz im Dschungel” (A Treasure
Trove in the Jungle). Stuart is concerned
that the UK Government also needs to be
on its guard to avoid being pick-pocketed of
another special dispensation: the euro
opt-out.

… news in brief
France and Germany to create new think-tank

The French and German governments have announced their intention to
create a “European centre for international economics”, modelled on an
American think-tank. The new centre would be based in Brussels. The
idea was launched during the 40th anniversary celebrations last January
for the Elysée treaty. The purpose of this new centre is apparently to

promote a “European” view about globalisation and social issues. The
idea is, though, to include representatives from all 25 EU member states.
So far no country has agreed to support the Franco–German plan but the
hope is to get enough countries to support it and to give a budget of €3 to
4 million. Private capital is also to be solicited, so that the governments
are not the majority shareholders and so that it is not too ideologically
marked. [Arnaud Leparmentier, Le Monde, 29th January 2004]
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STOCKHOLM
by William Arnold

In the country that gave the
world Alfred Nobel, Abba, and
Ikea, visitors can relax in one

of the coolest capitals of
the European Union.

Picturesquely situated over 14
islands, Stockholm offers a style
all its own – Scandinavian chic

flowing over winding
cobblestone streets; ultra-

modern architecture mixed with
classic European design;

the excitement of a big city
intertwined with a

small town feel.

S
tockholm has been inhabited by man
since the great glaciers of the Ice Age

began to ebb from Northern Europe.
Around 11,000 BC, the nomadic people of
continental Europe followed reindeer herds
into Scandinavia. Situated between Lake
Mälaren and the Baltic Sea, Stockholm
functioned as a trading post. Before ships or
boats were able to pass between the two
bodies of water, all cargo had to physically
be routed through this port.

It was not until around the birth of Christ
that the Roman Empire discovered Sweden.
Lying too far north for Roman control, the
Scandinavians were by and large left to their
own devices. At the onset of the ninth
century, the Vikings took control of the
peninsula. Considered to be more entre-
preneurial than other Vikings, the Swedish
Vikings are considered the first to set sail in
search of new lands. Driven by immense
population growth and growing civil
instability, these Swedes travelled as far as
the Black and Caspian Seas as well as the
borders of Byzantium. They developed
trade and became the political and eco-
nomic leader of all of Europe.

Though Stockholm became a cultural
centre with many international influences, it
was slow to change from its primeval ways.
As the power of the Vikings faded,
Christianity gained a foothold in much of
Northern Europe. By the middle of the
twelfth century, the first archbishopric was
established in Stockholm. Despite the
strengthening stability of the Christian
Church, this period was typified by political
struggle and instability.

The first dominant figure in Stockholm
was Birger Jarl who assumed the throne in
1229. He centralised political power and
designated Stockholm the capital. Building
a stronghold in the city, Birger Jarl is con-
sidered the founder of the modern
Stockholm. Over the next centuries, the
capital city grew as a trading arena between
Sweden and much of Western Europe,
especially Germany. Much of this German
influence is seen today in Stockholm’s
population, architecture, and language.

Through a series of political manoeuvres,
Sweden aligned with other Scandinavian
countries, though the powers were mainly
removed from Stockholm and placed in
Denmark. After the Danish King Christian
II orchestrated the murder of almost one
hundred Swedish nobles, Gustav Vasa (the
father of one of the victims of the Stock-
holm Bloodbath) led the Swedish army
against the Danes, ultimately defeating
them. After Vasa was crowned king, he de-
clared the state an independent monarchy.
Vasa’s rule ushered in the country’s first
hereditary dynasty. Vasa also directed the
conversion of the state to Protestantism,
even though his motives were more politic-
ally, rather than theologically, oriented.

As the medieval period was beginning to

be lost in a sea of reformation, the city
began a major expansion. Stockholm out-
grew its medieval walls and overflowed into
the surrounding countryside. Over the next
decades through to the mid-seventeenth
century, the city expanded from the island
of Gamla Stan to other islands where
building codes were enforced to ensure the
construction of an organized and aesthetic-
ally pleasing city.

In 1719, the Parliament designed a new
Constitution – one that stripped the
monarch of almost all of his powers. The
king became no more than a figurehead
with extremely limited powers. In addition,
Stockholm, like many other European cities
was suffering from the gruesome effects of
the plague. About a third of the population
was killed. Despite this, by mid-century,
Stockholm rebounded and began a renais-
sance of art, architecture, industry, and
science. Vast amounts of wealth were being
used to build new neighbourhoods in the
city, renovate old homes and municipal
buildings, and construct new facilities such
as the Börsen, the stock exchange.

Sweden underwent industrialisation later
than most of its European neighbours.
When it did occur, it was not to a large
degree. By the 1860s and 1870s national
railways were built, allowing trade and com-
munication to increase within the country.
By the century’s end, several factories had
settled in Stockholm, most notably the
Ericsson telephone company. To this day,
the people of Stockholm have more phones
per capita than any other city in Europe.

As World War I broke out, the Swedes
held German sympathies but refused to join
the fighting, despite efforts from both sides
to drag them into the war. The tides had
changed during World War II and the
Swedes had few German sympathies. They
had few qualms joining the allied forces and
weathered the war far better than most
European states. Stockholm was one of the
only European capitals to escape bombing.

Today, without a skyscraper-lined city-
scape, the capital remains a very traditional
European city. Stockholm is a thriving
European metropolis with a population of
over 1.2 million having been able to retain
something lost in most large world cities
today – an old-world charm and a classic
style.

William Arnold is studing Political Science
and Religion at the George Washington Uni-
versity and is currently working as a research
assistant at the European Foundation.

Storkyrkan c/o Turistråtan, NY
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EATING

Den Gyldene Freden
Österlånggatan 51, Box 2269, 103 17
Stockholm (Gamla Stan)
Phone +46 (0)8 24 97 60 /  Fax +46 (0)8
21 38 70 www.gyldenefreden.se
Den Gyldene Freden, the Golden Peace,
opened its doors in 1722 and has
undergone little change since. It is a fine
example of an 18th century tavern serving
traditional Swedish food at its finest.
Operakällaren
Kungliga Operan, Karl XIIs Torg, Box
1616, 11186 Stockholm (Norrmalm)
Phone +46 (0)8 676 58 00 / Fax: +46 (0)8
209 592 www.operakallaren.se
One of Stockholm’s finest restaurants
offering quality modern cuisine.  Be sure
to save room for a dessert created by its
top-rated pâtissier.
Berns Salonger
(Norrmalm)
Berzelli Park, Box 16340, 103 27
Stockholm
Phone +46 (0)8 566 322 22 / Fax  +46 (0)8
566 323 23 www.berns.se
Situated in the Berns Hotel, this top
restaurant combines traditional elegance
with a contemporary feel.  Enjoy the
Conran-inspired contemporary menu,
which is largely Mediterranean-based.

Stockholm (Djurgården)
Phone +46 (0)8 519 548 00 / Fax +46 (0)8
519 548 88 www.vasamuseet.se
Admission: 70 SEK adults / 40 SEK
students / 10 SEK children
Visit one of Scandinavia’s top sights, the
warship The Vasa, sunk in 1628 and raised
in 1956 after a five-year salvage operation.
Royal Palace
The Royal Palace, 111 30 Stockholm
(Gamla Stan)
Phone: +46 (0)8 402 61 30 /Fax: +46 (0)8
4026167 www.royalcourt.se
Admission: 70-110 SEK adults / 35-65
SEK children
The Kungliga Slottet is filled with sights,
including the Royal Apartments, a
museum of Roman statues and a treasury
of crown jewels.  Worth a trip to view the
splendours of the Swedish monarchy.
Nobel Museum
Börshuset, Stortorget, Box 2245, 103 16
Stockholm (Gamla Stan)
Phone +46 (0)823 25 06
www.nobel.se/nobelmuseum
Admission: 50 SEK adults / 40 SEK
students / 20 SEK children
Opened in 2001 to commemorate the
centenary of the Nobel Prizes, this
museum celebrates the works and ideas of
over 700 prizewinners and laureates.

ACCOMMODATION

Grand Hotel
Blasieholmshammen 8, Box 16424, 103 27
Stockholm (Norrmalm)
Phone +46 (0)8 679 35 00 / Fax +46 (0)8
611 86 86 www.grandhotel.se
Stockholm’s only five star hotel provides
ultimate comfort and luxury for the
traveller. Built on the waterfront in 1874,
you can often find Nobel Prize winners
staying here after the ceremony.
Rates: Double room 3,100-4,400 SEK /
Suite 5,500-13,200 SEK
Birger Jarl
Tulegatan 8, Box 190 16, 104 32 Stock-
holm (Vasastaden)
Phone   +46 (0)8 647 18 00 / Fax +46 (0)8
673 73 66 www.birgerjarl.se
Contemporary Swedish design at its best.
Some of Sweden’s hottest designers are
constantly changing the atmosphere – no
two visits will look the same.
Rates: Double 1,860-2,360 SEK / Suite
2,850-4,500 SEK
Lydmar Hotel
Sturegatan 10, 114 36 Stockholm
(Östermalm)
Phone +46 (0)8 56 61 13 00/ Fax +46 (0)8
56 61 13 01 www.lydmar.se
Stockholm’s hippest hotel with 62 highly
individualised rooms coming in sizes “S”
to “XXL”.  Music is the main theme with
the lobby doubling as a bar, live gigs every
week, and a very beautiful clientele.
Rates: S 1,950 SEK / XXL 6,500 SEK

SHOPPING

NK
Hannigatan 18-20, Stockholm (Norr-
malm)
Phone +46 (0)8 762 80 00 www.nk.se
Joseph Sachs had a vision to open a
department store that could compete with
its cousins in Paris and London and
contain literally everything.  The result
was NK, which opened in 1915 and sees
18 million visitors to its halls yearly.
Hötorgshallen
Hötorget, 111 57 Stockholm (Norrmalm)
www.hotorgshallen.se
Take a culinary trip around the world in
this year-round indoor/outdoor market.
This hodgepodge of delectables is housed
below the Filmstaden multiplex.
DesignTorget
Kulturhuset, Sergels Torg, Box 16414, 103
27 Stockholm (Norrmalm)
Phone +46 (0)8 50 83 15 20 / Fax +46 (0)8
24 65 23 www.designtorget.se
Well-established names share space with
up-and-coming artists and students.  A
great place to find unique gifts from the
wide assortment of household goods,
ceramics, furniture, and jewelry.

GOING OUT

Ice Bar
Nordic Sea Hotel, Vasaplan 4, Box 884, SE-
101 37 Stockholm (Norrmalm)
Phone +46 (0)8 50 56 30 00 / Fax +46 (0)8
50 56 30 60 www.nordichotels.se
The world’s first permanent ice bar is kept
at a chilly -5 ºC year round, with the
interior made entirely of ice fom the Torne
River. But don’t worry, for 125 SEK you
receive a high-tech silver poncho to keep
you warm while sipping an ice-cold vodka
martini.
Stampen Jazz Pub
Stora Nygatan 5, 111 27 Stockholm
(Gamla Stan)
Phone +46 (0)8 20 57 93 / Fax +46 (0)8 20
05 71 www.stampen.se
Originally the site of a pawn shop,
Stampen is Stockholm’s most famous jazz
pub dating back to 1968. It offers a wide
range of live jazz acts, from traditional to
blues to modern Soul R & B.
Kunglinga Operan
Gustav Adolfs Torg, Box 16094, 103 22
Stockholm (Norrmalm)
Phone +46 (0)8 24 82 40 / Fax +46 (0)8
791 44 44 www.operan.se
Home to the Royal Opera as well as
Sweden’s finest dance company, the Royal
Ballet. Exquisite, traditional décor perfect-
ly compliments classical performances.

GETTING THERE

British Airways
Reservations on 0870 850 850 or at
www.ba.com
Flights from Heathrow from £100.
Ryan Air
Reservations on 0871 246 0000 or at
www.ryanair.com
Great deals from Stanstead from £50.

SIGHTS

Stockholm Card
Grants free admission to over 70
museums and attractions throughout the
capital as well as travel on Tunnelbana,
city buses, commuter trains and sight-
seeing boats.  Can be purchased for 24, 48
or 78 hour periods.
Cost: 220-550 SEK adults/ 60-180 SEK
ages 7 to 17
Available at Tourist Centre, Hotellcen-
trallen, and SL information centres.
The Vasa  Museum
Galärvarvsvägen 14, Box 27131, 102 52
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Times they are a changin’
… and No More Heroes

by Robert Oulds

S
oon our Eurosceptic dreams may
become reality. Fault lines are emerging,

cracks in the foundations of the House of
Europe, divisions that could well result in a
real split.

Even Jaques Delors has stated that the EU,
because of weak leadership, is in “a state of
latent crisis”. This has allowed discontent
over the EU Constitution to fester and
caused the talks to founder.

But, to get to the heart of what is really
going on in the EU one must look beyond
the incomprehensible laws and rules in the
EU treaties and acquis communitaire to the
political culture. It is this that counts and
there lies our salvation. Too often we think
in terms of the EU vs. us (the guardians of
the nation-state) and not in terms of the EU
vs. the EU. The European Union is not a
homogeneous block. It is a collection of
different institutions, whose basis lies in
different ideologies, all competing with each
other for a larger share of the pie. The
Franco–German axis belies a deep-seated
contradiction in the EU. On one hand we
have the supranational/bureaucratic model,
supported by the French, which is realised
in the institution of the Commission. On
the other hand we have the intergovern-
mental model, supported by the Germans,
which is realised in the institution of the
Council and the pillar structure introduced
at Maastricht. Both will progress at the
expense of national parliaments but also at
the expense of each other. This structural
instability, incidentally, is not redressed by
Giscard’s Constitution.

Let me give some examples. The
European Commission is set to clash with
the important contributor member states

over its £688 billion spending programme.
It has also made the bold step of taking their
rivals for power, the Finance Ministers, to
the ECJ over their failure to enforce the
stupid Stability and Growth Pact.

And behind those two measures lies the
desire for power, the desire to rule the
continent. The internal contradictions have
created tensions that are now spilling out
into the open.

This all comes as Germany, the driving-
force behind European economic growth,
has officially gone into recession. This does
not just mean that Bundes statisticians have
woken-up to what we already knew. It
means that Germany, the paymaster of
Europe, may feel that today’s feelings of
guilt do not match the reparations being
demanded. It also means that other EU
states will have their economies put into
reverse and there is nothing like a little
economic depression to create a reawaken-
ing of national self-interest. And as we
know, in Europe political crises always
follow economic ones – lets just hope that
this one will be a little more benign.

What has probably prevented the Euro-
pean Union going the way of its defunct
precursors is the endemic nepotism, fraud
and corruption. Being in Europe’s leading
club is gravy all the way. According to Shore,
the EU is governed by a self–serving and
detached classe politique. It is transforming
itself from a ‘class in itself ’ to a ‘class for
itself ’. But will future years be as bountiful?
Surely at some point political pressure,
especially in these lean times, will force an
end to the practice where billions of euros
go astray. How many more Eurostats,
Santeresque Commission resignations and
whistleblowers can be ignored until some-
thing is done? And what happens if and
when something is done? Well, the good
times will be over and then the self-serving
Eurocratic class may realise that they do not
have that much in common after all.

Yet the greatest (self-destructive) threat
to the EU comes from Jack Straw’s recently
stated willingness to make Britain a part of
the Franco-German motor. No Jack, if you
are a true ‘European’ you should not try and
join that elite club. You will only wreck the
whole project if you do.

Joking aside, enlargement is regarded by
Conservative Eurosceptics as the great
hope. I, however, do not share their opti-
mism; at least not for the same reasons. It is
hoped that New Europe will be more likely
to see things in a fashion similar to us, but
lets look at the facts:

• They do not understand the EU like we
do – many believe that it is modern and
western, even democratic;
• The economies of Eastern Europe are
dominated by German companies;
• New Europe is currently dominated by
social-democratic parties who are more
than happy to take scraps from the EU’s top
table;
• New Europe’s barely reconstructed Com-
munist parties also share the federalist
dream;
• And although there are some very sound
centre-right parties in New Europe the
example of Hungary’s Fidész rings alarm
bells. Their once sceptical leader Dr Victor
Orbán now supports the euro and has called
for the repeal of the Beneš decrees.

Instead the EU’s economic decline will
add to the already growing divisions. And a
house divided against itself … will lead to a
Europe where member states start to go
their own way. This will enhance structural
instability and lead to its undoing. An
undoing that is already prescribed by
variable geometry. An undoing that is
inevitable if some member states form a
core federation and others do not. This will
lead to a parting of the ways.

But what must Britain do to help that
process along? Britain must fill the vacuum
that even Delors has noticed and supply
leadership and opportunistically (just as the
integrationists do) take advantage of each
little crisis: arguing, with others, that a
reversal of power is the way forward and
using the seductive language of progress.

I just hope that the policy of the British
Government will not be one of trying to
curry favour with the Franco–German axis
and its collaborators but to forge alliances
with centre-right parties. Parties that may
want to break-free from the dead hand of
the EU elites social-market policies.

The simple fact is that it will take a
Conservative Government to do that. But
first the Party should follow through with
the suggested break from the EPP and start
working in the EP with those who in time
may want to revolt against integration.

The opportunity is there after the 2004
European elections. The Conservative Party
just has to be bold enough to take that step
and divorce the EPP. We just have to
remember that the integrationists are
squabbling amongst themselves and a
divided board is ripe for takeover.

Robert Oulds is the Director of the Bruges
Group.

Toby
Morison
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