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continued on page 4 …

Futility at Feira

T
he project for the creation of a European political
union and an integrated European defence structure

was accelerated at Feira in Portugal on the 19th and 20th of
June. The hype was about the withholding tax which,
important as it is, pales into relative insignificance
compared with the question of defence and foreign policy
– which took up no fewer than 21 of the 46 pages of the
Annex to the Presidency Conclusions presented to the
House of Commons for the Prime Minister’s Statement on
Wednesday the 21st of June. How extraordinary that so
little attention was given to this by the media.

The ever-encroaching EU defence policy began with
Title V of the Maastricht Treaty, amended and taken
forward by the Amsterdam Treaty and which will be
consolidated and enhanced in the Nice Treaty under the
French Presidency. One need not read the runes of the
forthcoming treaty; one need only read what has already
been written.

Last November, the Finnish Presidency set out proposals
based on guidelines in the Cologne Declaration for
strengthening the Common European Security and
Defence Policy (CESDP). These included a headline goal
for a readily deployable military capability to carry out the
so-called Petersburg-type tasks of conflict prevention and
crisis management. This capacity can, of course, be
expanded into the common defence system intended
under the Maastricht and Amsterdam treaties. The
Government call these ‘leftovers’. There are also proposals
to set up new political and military bodies within the
European Council to provide political control and
strategic direction to allow the Council to take decisions
on military matters.

These proposals in turn involve so-called ‘interim
arrangements’: principles for the involvement of European
NATO members outside the EU.

The Government declared that all this was in line with
their objectives expressed in St Malo, Tampere, and
Cologne to enable the EU “to back up its voice in
international crises” with an “autonomous” capacity to
carry “a large burden of conflict prevention activity”.
These crises, we are told, need not be confined to the
geographical area of the EU. All of this was combined with
the initiation of a 60,000-stong force: the embryo of the
European army much loved by Romano Prodi.

Where the money is to come from for all of this remains
unexplained given that the average percentage of GDP
spent by Member States on their defence is now down to

2.2%. As I put it to the Prime Minister in the debate on his
Statement on Feira, the resources required for the EU’s
defence ambitions can only mean a vast rise in taxation –
notwithstanding the fact that by the time its ambitions
were realised the USA would be light years ahead in
military technology and capability. Nor must it be
overlooked that several of the EU countries have a policy
of neutrality. So concerned was the European Scrutiny
Committee by the latest defence proposals and the
Government’s claim that they did not include ‘spending’,
that for the first time the Committee invited the Defence
Select Committee to join in with its own report.

The Defence Committee report stated that some of
those who express support for the latest initiative
undoubtedly have their own agenda in seeking a
diminution of US involvement and what they see as US
domination. No wonder these same people rushed to
confer the Charlemagne Prize on a compliant President
Clinton who has been falling over himself to encourage a
political union for Europe of thirty states!

The Defence Committee went on to state that “the
decision to remove the European pillar of the North
Atlantic Alliance and locate it within the EU will create its
own set of problems…” Surely this must include the 1949
prohibition on Germany having its own nuclear weapons,
for the paper on the EU military structure itself refers to
our potential adversaries having access to weapons of mass
destruction.

What do the Russians and Mr Putin make of all this? He
has already announced that Russian defence expenditure
will rise by 50% and that a record 30% of that spending will
go on procurement.

The Defence Committee report went on to state that “the
new arrangements will create their own set of tensions.
There must be absolute transparency between the EU
military element and NATO at all times and in all
circumstances. There must be no secrets between them but
each must be able absolutely to rely on the other.” I raised
this with the Prime Minister on the Feira Statement and he
acknowledged there was a problem on intelligence. You bet
there is, for the essence of the special relationship is that the
USA trusts the UK and provides us with secrets they do
not provide to other Member States. Where does this put
the obnoxious concept of ‘flexibility’ and a hard core, two-
speed Europe given that we do not have an opt-out from



3JUMP TO CONTENTS

The European Journal • July 2000

Yes, No, or Maybe?
John Tate examines the philosophical and constitutional significance

of the referendum demanded by William Hague.

W
ere William Hague’s call for a
referendum on the Treaty of Nice

answered, the event would constitute what
is, in the European Union, a rare one. There
have only ever been fourteen European
Union-related referendums among the
fifteen Member States, and none at all in
Belgium, Germany, Greece, Luxembourg,
Netherlands, Portugal, or Spain (see chart).

The only country to have voted ‘No’ in a
European Union-related referendum was
Denmark, when in 1992 it rejected the
Maastricht Treaty only to be asked again in
1993, on which occasion it voted ‘Yes’.

Denmark’s case, and the overwhelming
preponderance of ‘Yes’ votes listed (right), is
in large part a result of a phenomenon that I
shall call biased finality. The biased finality
phenomenon consists in the fact that
referendum results in favour of change are
usually considered final, whereas refer-
endums decided against change very often
are not. Consider Quebec: campaigners in
that province make clear that they, like the
pro-Maastricht campaigners in Denmark,
will seek to rerun the referendum until they
achieve their goal. Rarely if ever is it
suggested that referendums would continue
were independence achieved.

Philosophical background

Biased finality in referendums often stems
from the fact that one side in a campaign
centres their argument upon the
Aristotelian notion of telos: the belief that
events are proceeding according to a certain
design toward a certain end. The essence of
the teleological approach is the explanation
of phenomena by the purpose that they
serve rather than by postulated causes.
Examples of teleological arguments include
Marx’s stagist account of history, according
to which societies pass through the feudal
and capitalist stages before achieving com-
munism. So convinced were some South
American countries by Marx’s teleology
that nation-wide debates took place on the
subject of whether they had (a) only just
completed the feudal stage, and so had still
to pass through the capitalist stage, or
whether they were (b) at the end of the
capitalist stage, and so had to proceed
directly to communism.

Such teleology is present in a host of
contemporary debates, including that on

European integration. Witness a recent
exchange in the House of Commons in
which an Opposition Member asked a
junior minister why the Government
pursued metrification so tenaciously. The
response of the minister was “when is the
Honourable Member going to enter the
twenty-first century and acknowledge
progress?” Or consider ‘Mo’ Molem’s call for
the Queen to move out of Buckingham
Palace and into a home more “in tune with
the 21st-century”.

From independence, to the monarchy, to
weights and measures, advocates of certain
arguments cite ‘progress’ as being on their
side. Their opponents are battling, they
claim, against a ‘tide of history’. Yet the tide
of history, so employed, is little more than
an artifice designed to counter reasoned
opposition; the debating equivalent of
kicking sand in your eyes. Rather than
concede, for example, that the (imperial)
base twelve is not inherently inferior to the
(metric) base ten, the minister in my
example chose to resort to the issue of
‘progress’.

Rejecting, or at least qualifying the
teleological approach allows arguments
more readily to be settled by reasoned
deliberation, as opposed to a consideration
of whether a particular outcome is con-
gruent with some grand scheme – whether a
Marxist utopia or a federal Europe. To
justify actions in terms of how they
compliment a general scheme (teleology) is
to downplay the extent to which we may
take charge of rather than respond to events.

Implications for the UK

The implication of my argument for the
debate on the United Kingdom’s member-
ship of the European Union is that one must
reject the inevitability thesis. The inevit-
ability thesis consists in the propensity of
those who favour further integration to
claim that their preferred outcome – a
federal Europe – constitutes the telos of the
country as whole, when in fact it constitutes
a highly contingent event.

The special privilege given to our trade
with the European Union, for example, has
resulted in our doing more trade with that

EU-Related referendums in the fifteen Member States

Country Date Topic Result

Austria 12 June ’94 Joining EU Yes
Belgium [None]
Denmark 2 Oct. ’72 Joining EEC Yes

27 Feb. ’86 Single European Act Yes
2 June ’92 Maastricht No

18 May ’93 Maastricht Yes
28 Sept. ’00 EMU ?

Finland 16 Oct. ’94 Joining EU Yes
France 23 April ’72 EEC enlargement Yes

20 Sept. ’92 Maastricht Yes
Germany [None]
Greece [None]
Ireland 10 May ’72 Joining EEC Yes

26 May ’87 Single European Act Yes
18 June ’92 Maastricht Yes

Italy 18 June ’89 European Parliament:
power to amend Treaties Yes

Luxembourg [None]
Netherlands [None]
Portugal [None]
Spain [None]
Sweden 13 Nov. ’94 Joining EU Yes
UK 5 June ’75 Staying in EEC Yes
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entity. Yet, who is to say that we could not
privilege (that is, normalise) our trade with
North America and/or the Commonwealth?
Or become an independent trading nation
working for lower tariffs worldwide? Merely
to pose such broad questions is to attract the
derision of those who rely upon the inevit-
ability thesis. Their derision should not
prevent us from seeking answers to these
and other important questions.

Constitutional considerations

Almost without exception, important
questions of this type are in the United
Kingdom restricted to the political élite.
One justification for this restriction is the
claim that referendums are incompatible
with the Westminster system, given that
system’s emphasis upon parliamentary as
opposed to popular sovereignty. This claim

is belied by the fact that the sovereignty
exercised by Parliament in the Westminster
model is, de facto, returned to and
redistributed by the general population in
elections (de facto, as the font of sovereignty
is, de jure, the monarch). The unhindered
efficacy of governments elected in this
fashion renders them accountable solely for
the measures that they introduce. If a
government places power in the hands of an
authority outside of this process, then that
government is unable to return to the
electorate for redistribution the power that
it was granted – power which, ultimately, it
holds in trust on behalf of the monarch.

The Establishment in the United King-
dom, from noblesse oblige, New Right, to
New Labour, have subjected citizens to a
body of European higher law, or acquis
communautaire, the manufacture, interpret-

ation, and revision of which occurs beyond
our democratic process and, ultimately,
beyond our shores. To dilute the writ of
government in this way requires that the
incumbent administration seek the permis-
sion of those by whom that writ is awarded:
the electorate. The United Kingdom popu-
lation must be granted a referendum not
just upon any further transfers of power to
the European Union, as William Hague has
demanded, but also upon all past transfers
to which they have yet to consent.

John Tate is Head of Research at the European
Foundation.

… continued from page 2

the European defence policy. And remember the leaking of
NATO secrets by a French source over Kosovo, and Mr
Mitterrand’s statement that we are “at war with America”, and
related statements previously published by the European
Journal by Messrs Schmidt and Schröder concerning US
domination (see www.europeanfoundation.org). No wonder
influential voices in the USA and the Republican Party in
particular are worried about the future of NATO.

The Defence Committee concluded that the development
of “the EU’s Security and Defence Policy within NATO’s
European Security and Defence Identity is a matter of
fundamental importance to the UK”, and it is for this reason
that it must be renegotiated.

The Feira Conclusions also raise the question of whether or
not Treaty amendment is judged necessary to give effect to
these developments. The European Council’s Legal Service is
of the opinion that amendments may not be necessary and
that the matter will be taken up at Nice.

Another aspect is participation of non-EU NATO states in
Europe. Above all, this includes the role of Turkey who, as I
observed at a seminar in mid-June, are deeply offended at
their exclusion from European defence, despite the fact that
they are an indispensable NATO ally with a proven track
record.

Make no mistake: Feira was futile in its pretensions and in
its Conclusions. The defence of the UK is on the slide, and
with it the role of NATO.

A
n extraordinary event took place on the 27th June:
at his own request, EU Single Market and Tax Commis-

sioner Fritz Bolkestein met with a group of leading Eurorealist

MPs under my chairmanship. The setting, House of Com-
mons Meeting Room J, was the very room in which opponents
of the Maastricht Treaty met to discuss their tactics.

Commissioner Bolkestein used the occasion to accuse the
assembled MPs of living in an Alice in Wonderland world by
opposing further European integration. He cited his own
country, the Netherlands, as example of how futile it is to
oppose a megastate – conceding that the Netherlands was
bound irrevocably to Germany.

To the astonishment of the assembled MPs, Commissioner
Bolkestein alleged that the EU was not heading for a federal
superstate. As the meeting reminded the Commissioner, it is
impossible to reconcile this allegation with fact that the EU
already has a single currency; common borders; a single
market; a single institutional structure for defence; an over-
arching body of law; and a supreme court with an ever-
expanding jurisdiction – not to mention the Charter of
Fundamental Rights. Speaking in the Reichstag, Jacques
Chirac has now called for a European constitution to be
agreed upon in a matter of months, Joscha Fisher having
described this objective as constituting the decisive task of our
time.

If this isn’t a superstate, then what is? Presumably,
Commissioner Bolkestein and his colleagues believe that the
Oxford English Dictionary got it wrong when it defined a
superstate as “a large and powerful state formed from a
federation or union of nations.” No doubt in Brussels, the
word has a different meaning – or perhaps, as in Through the
Looking Glass, words mean what you chose them to mean. The
questions is, “who is to be Master – that’s all”.

Bill Cash, July 2000
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Rejecting Blair’s Menu at Nice
by the Rt Hon. David Davis, MP

T
he harbingers of the next European
Union treaty, to be signed at Nice in

December of this year, are extraordinary.
France, of course, holds the Presidency.
Both Jacques Delors and Valery Giscard
d’Estaing have warned President Chirac
that this will be a ‘make or break’ occasion.
Meanwhile Joschka Fischer, the German
Foreign Minister, has started talking
publicly about the need to move towards a
sovereign, federal government of Europe.

Yet, because the British government keeps
saying as little as possible on the subject,
the British public remains, for the most
part, blissfully ignorant that anything is
happening.

This situation has a certain irony, since
Nice is bound to force a moment of decision
on the British government – will it be
willing to stand against the tide of federal-
ism at Nice, or will it be willing to be swept
along as it was at Amsterdam?

As is always the case, the federalist attack
is multi-pronged. The agenda wil include
extensions of qualified majority voting
(QMV), re-weighting and reform of the
majority voting mechanism; extensions in
the power of the European Parliament and
the European Court of justice; splitting the
Treaty on European Union to allow part of
it to be amended without an IGC (possibly
by majority vote); extending “enhanced co-

operation” (or “flexibility”); the adoption of
a “Charter of Fundamental Rights”; and
further co-operation on security and
defence.

Every one of these proposed measures
will continue the process of centralisation
of power in Europe.

Qualified majority voting has always
been weighted in such a way as to favour
smaller states. Thus, Luxembourg has one
vote for 200,000 of its population, whilst
Germany has one for every 8.2 million of its
people. This situation is supposed to
“recognise” the importance of nation-states.
Naturally, the bigger countries want their
voting weight enhanced, and the smaller
ones want to protect their advantage.

When discussing reform of QMV, the
Commission generally talks about “making
decision-making easier”. This phrase is
code for eroding the powers of the blocking
minority. Their proposal is for a simple
“dual majority” system. This means that a
blocking minority has to constitute half the
countries in the European Union, or
countries making up half its population.
This will make the task of the anti-federalist
minority much more difficult.

To understand this situation in practical
terms, consider that the ‘original six’ – the
federalist core of Europe – can already meet
the population majority for today and as far

into the future as it is practicable to see
(i.e. until after every candidate state other
than Romania and Turkey had joined).

To achieve a winning bloc all they have to
do and is recruit two other other countries,
normally pretty easy with the help of the
Commission (who effectively control the
allocation of funds and therefore have
enormous leverage, particularly with the
recipient States).

More obviously contentious is the
proposal to extend the scope of majority
voting – in the European Parliament’s
opinion to “all legislative decisions”. The
Commission’s proposal is fractionally more
measured. It proposes five major except-
ions, including “decisions on taxation and
social security not related to the operation
of the single market”. (Emphasis added.)
Those of us who are used to European
negotiations have the habit of looking for
the loopholes that the Commission will
exploit next to widen the EU’s remit. The
phrase “not related to the operation of the
single market”, as interpreted by the
Commission and European Court of
Justice, will represent a six lane loophole if
left as it is.

The simple truth is that QMV – the
primary threat to national sovereignty – has
extended too far already and should be
rolled back, not extended. The best simple
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test of this is to look at the current EU
Presidency proposals for extending QMV
on environmental policy. It might be
thought that this is an area where we could
reasonably accept QMV, since environ-
mental problems do cross frontiers. But the
areas that the Presidency proposes to bring
within QMV are land use, planning,
“environmental provisions of a primarily
fiscal nature,” and energy policy. (Emphasis
added.) None of these should be any of the
EU’s business; some of them are merely
Trojan horses in the battle to erode the veto
on taxation matters.

We would have some allies in resisting
this development, but they are not the
strongest governments in the Union when
it comes to resisting Franco–German
pressure. Neither are they unanimous in
their view of what should be resisted. It is
entirely possible that they will be played off
against each other to our detriment.

These arguments on QMV are, however,
the well-trodden battleground of European
politics. Nice will see three newer policy
weapons trotted out and polished for use.

The first is the concept of ‘flexibility’ or
‘enhanced co-operation’. The genesis of this
idea was probably Douglas Hurd’s concept
of ‘variable geometry’, the notion that gave
rise to various UK opt-outs. The French and
Germans re-crafted this idea into a much
less benign one that would allow a vanguard
of nations to plough ahead with the federal
project, leaving others to catch up in their
wake.

At first this might seem attractive. The ‘in’
group would integrate as fast as they liked,
and we would simply hold back and pick the
bits we wanted. However, it is quite clear that
the intention of both the Commission and
the Franco–German axis is to create a
presumption in favour of everybody joining
the inner core eventually. It is also clear that
they intend to create a system of rewards
and penalties to ensure everyone did
eventually follow where they had led.

The euro was a sort of prototype for this.
For example, we saw some some initial
skirmishing to try to disadvantage the
British banking system by rigging the
clearance mechanisms. Despite his pro-
euro protestations, Gordon Brown was not
allowed access to the euro-11 committee.
Both of these were part of the process of
‘penalising the outsider’.

Furthermore, if the pound had sunk
against the euro, rather than the converse,
the UK would have at some point faced
action against it for ‘competitive

we can’t stand up to the Franco–German
axis. You can.” It was a rather interesting
demonstration of Britain’s ecological niche
in the negotiating milieu of Europe.

So we devised a strategy to counter this
model of flexibility. It required three pre-
conditions to be met. Firstly, every move
under the flexibility proposals should be
subject to veto; secondly that no action
should be allowed to disadvantage the
‘outer’ group; and finally that entry into the
inner group should be reversible, solely at
the discretion of the individual country
concerned.

This was a piece of negotiating judo,
designed to turn the impetus of the idea
back on itself. If a veto applied at every
move we would have had high leverage on
the nature and pace of each change, includ-
ing our continuing rights of influence. In
addition we could have negotiated a ‘price’
for each new move. The very fact that we
could veto the next move would also act as a
deterrent to any misbehaviour by our Euro-
pean allies. Finally, the reversability clause,
in conjunction with the no disadvantage
clause, would have led to competition, and
at perhaps movement, between the ‘ins’ and
the ‘outs’. If the euro had been established
under such arrangements, Ireland might be
thinking about leaving by now.

If these conditions had not been met at
Amsterdam, I would have recommended
the ‘flexibility’ clause be vetoed. I would
recommend the same today.

With UK-style flexibility, we would both
have had some control over the speed of the
federalist advance, and would also have had
a stream of negotiating chips to manoeuvre
ouselves to a better position to control our
own destiny and to preserve our sover-
eignty within the European Union. The
strategy was not without its risks however. It
would require continued, determined, and
precise negotiation over many years – not
something we had traditionally been
famous for.

But anything less would lead to a faster
slide to federalism, dragged along by the
new Franco–German vanguard, exploiting
enhanced co-operation to the full. If the UK
government cannot obtain the protection
and conditions I have outlined, they should
veto this proposal without qualms.

The proposal to split the treaty into a
‘basic’ part and an ‘implementing’ part, with
the latter amendable by the council without
an IGC, is another attempt to accelerate
the transformation of the treaty towards a
federal end. In conjunction with the
‘enhanced co-operation’ reform, it would
lead to a dramatic acceleration towards a
federal superstate. It has absolutely no merit
and should be vetoed.

The final constitutional proposal I want
to discuss is the idea of adoption of a
Charter of Fundamental Human Rights.
High-minded as this sounds, it includes a
number of rights that interfere directly in
the workplace environment – rights to
strike, to trade union membership, and a
right to limit hours worked – all of which
are likely to undermine the basis of Britain’s
relatively free labour market. There are
many other controversial clauses – for
example one relating to cloning, another to
extradition of criminals to countries where
they might be executed.

These issues are not the key consider-
ation, however. The key problem is ‘who
decides’ on these matters once we have a
legally enforceable Charter? The answer is
of course the European Court of Justice.
Despite disingenuous comments by British
Ministers, the Foreign Secretary’s personal
representative admitted that the intention
of the drafters of the Charter was that
it should be legally binding – which would
render the ECJ the final court of appeal
for huge new areas of the British legal
system. The Charter is very properly
described by many of our continental
colleagues (always more honest on these
things than our own government) as a
European Constitution.

devaluation’. This sort of asymmetric
treatment is a characteristic of the Franco–
German model of flexibility.

A number of other European countries
were concerned about this situation. Before
Amsterdam three of their Ministers
approached me, to ask me to veto the Treaty.
My initial response – to suggest that they
exercise their own veto – was met with “But

If the UK government

cannot obtain the

protection and

conditions I have

outlined, they should

veto this proposal

without qualms
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This is an extraordinarily dangerous
prospect. Yet it will be one that is very
difficult for this government to resist. Firstly,
many of the rights fit very well into the new
Labour lexicon of PC ideas, so its own
supporters will want to accept it. Secondly, it
appears to have widespread support around
Europe – indeed it may be that every other
country will want to introduce its as a
legally binding component of the Treaty of
Nice.

Which brings us to another, fundamental
problem: namely, the Government’s tactics.

At this point before the last IGC I had
spent two-and-a-half years preparing the
ground for the upcoming negotiation.
Every other countries’ real aims and
prospective trade-offs were already clearly
identified. This highlighted some interest-
ing national negotiating weaknesses, such
as the French obsession with guaranteeing
that the European Parliament remained in
Strasbourg. Narrow sections of the
proposed Treaty had been partially
prenegotiated – the Dutch presidency
agreeing to British rights over our own
border controls being one. On a more
defensive front, I had made very public the

‘no-go’ areas for the Conservative
government. That was partially to stiffen
our own resolve, but also to telegraph to a
the Europeans where they would be wasting
their time opening discussions. This was to
winnow out a number of areas where we
would have to give a simple ‘no’, and thereby
simplify the negotiation. (Foreign Office
negotiators tend to believe that there is a
limited number of times that they can say
‘no’.) Regrettably, the naïve negotiating
strategy of New Labour meant that this all
counted for nothing at Amsterdam.

Today, with barely six months to go, there
are no signs of similar careful preparations
at all. Tony Blair’s wish never to be isolated
in Europe has led us into a disastrous
opening negotiating position. The UK
Government agreed to the initiative that
spawned the Charter of Fundamental
Rights without being clear about its
outcome. They have allowed expectations
on treaty reform to run rampant, without
any attempt to rein them in. They accepted
the Commission’s preparatory group,
chaired by Jean Luc DeHaene, one of the
most federalist of European leaders. In
many other important areas that I have not

the space to cover here, they have let the
federalists make the pace without
resistance, and often with their active
compliance. The biggest single example is
defence and security, where the St Malo and
Cologne accords have created a potential
cancer at the heart of NATO, with the
ludicrous concept of a ‘separable but not
separate’ European part of NATO –
ludicrous given French patterns of
behaviour in the past.

Time and again the government have let
the negotiating terrain shift to our
disadvantage. Given that discomfort with
being isolated – which as far as I can tell has
not delivered a single advantage in the last
three years – the likelihood of our resisting
the federalist onslaught is vanishingly small.

If that is the case, the shopping list that a
future Conservative government must now
bring to the much-needed process of
renegotiation will be longer.

The Rt Hon. David Davis MP was Minister
for Europe 1994–97. He is a member of the
UK Advisory Board. He is Chairman of the
House of Commons Public Accounts
Committee

… news in brief
Europeans fed up with Blair

Officials in France and Germany are increasingly fed up with Tony Blair.
They find his preachy manner towards them very tiresome, especially
since – in the words of one German official – “He is always going on to
us about the need for reforming our economies and societies and yet he
cannot even organise a national health service which is capable of
treating ’flu.” There is also frustration in Berlin and Paris that Blair talks
about forming a “triangular relationship” to include London but that he
then goes and chums up with José Maria Aznar in Spain on labour
policy and on opposing the Franco–German proposal for a hard core
Europe. All in all, things are looking up for the Franco–German axis
which is otherwise going through a bad patch. The French and the
Germans are realising that, once again, they understand each other
better on European questions than either of them understands the
British. This is in spite of the small differences which remain between
Paris and Berlin on the final destination of the EU. The end of the
honeymoon with New Labour, therefore, has come simultaneously both
in domestic British politics and also in European relations. Indeed, it
gives new resonance to the slang phrase in French, “Je l’ai dans le blair” –
“He gets up my nose.”

Hungary demands 2001 deadline for EU negotiations
The Hungarian Foreign Minister, Janos Martonyi, said in Berlin on 7th
June that any delay in the EU enlargement process could unleash
political instability in the region. He called for a “firm deadline” for
ending membership talks by the end of 2001, adding that he expects the
EU to stick to its pledge to admit the first new members in 2003. This is
not the first time that the Hungarian government has made such dire
warnings about the dangers of a delay in the enlargement process. [RFE
Newsline, 8th June 2000]

The old jokes are always the best
According to a well-known Victorian cartoon from Punch, a man goes
into a library and asks for a copy of the French constitution. “I am sorry,”
replies the librarian, “but we do not stock periodicals.” France having
amended its constitution on numerous occasions in the last few years,
President Chirac has now announced another radical shift in the
country’s constitutional order.

He intends to submit to referendum in September a proposal to
reduce the presidential period of office from the present seven years to
five. This reform, which has been debated for years, is intended to put
the presidential and parliamentary timetables into harmony with one
another, thereby limiting the so-called practice of ‘cohabitation’ between
a right-wing president and a left-wing government (or vice-versa)
which has become such a common feature of French political life. The
announcement, made by Jacques Chirac in a widely-trailed television
interview on Monday night, represents a volte-face for the president,
who initially opposed the reform. It also represents the final dismantling
of the Gaullist republic, much of which work has been done by Chirac
himself.

Another French habit has not changed: that of inviting tame
journalists to interview presidents. Although Mr Chirac spoke at length
on the planned constitutional change, neither of the two interviewers
bothered to raise with him the uncomfortable matter of electoral fraud
in Paris. As has been reported in previous editions of the EF Digest, it is
alleged that members of the RPR Gaullist party, which Chirac used to
lead, conspired in electoral fraud by registering false names on the
electoral register. It is also alleged that Chirac’s own election as Mayor of
Paris in 1989 was secured with the help of this fraud, and that, at the very
least, he was fully aware of what was happening. [Le Monde, 7th June
2000]
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It’s not as easy as it looks
Robert Halfon, Conservative Prospective Parliamentary Candidate for Harlow,

describes his battle to persuade voters to keep the pound.

A
Labour MP who is an avowed
federalist and wants to the UK to join

EMU as soon as possible. An Essex
constituency where most people want to
keep the pound. An electorate of which
3000 odd voted for Eurosceptic fringe
parties in 1997. You would think that
Harlow is a perfect place for a Eurosceptic
Tory PPC, emboldened by the hardening of
Conservative Party Policy to win the battle
of ideas – and votes – on matters European.

And yet, this battle is far from won.
Labour propaganda, apathy and cynicism
can make things difficult. There is still
suspicion from those who opposed the
Conservative ‘wait and see policy’ on
Europe before the last election and want to
be convinced of the firmness of our policy
and the resolve of the PPC. We have to take
continuous rearguard action against mis-
leading statements from our well-resourced
federalist opponents about the effect on
Harlow’s economy, were we to ‘miss the
European train’.

We also face a Labour MP, who is not only
Chairman of the Labour Group for Europe,
but has been given responsibility at
Millbank, for ‘European’ strategy at the
General Election. This means that, as an
avowed ‘on message’, Europhile MP, he will
be given every possible resource by Mill-
bank and other Europhile organisations for
the forthcoming campaign.

This means that the Eurosceptic
campaign has to be fought with a clear
strategy and carefully implemented tactics.

Over recent months, we have put into
place three immediate tactics:

Firstly to convince the electorate that our
policy on Europe is clear and rests on three
premises: to keep the pound and to resist
any further moves towards European
integration; to ensure that any further loss
of Westminster powers to Brussels is voted
on by the people in a referendum and to
renegotiate aspects of our relationship with
the EU such as the common fisheries policy.

We are expressing this in clear and simple
language. On almost every piece of
literature we put out, ‘Keeping the Pound’ is
featured prominently. We distribute regular
keep the pound leaflets, particularly in our
core areas and wards where there are
traditional Labour supporters. We have

Over the coming months we will have
regular keep the pound stalls across the
town and our three villages. We also plan to
get this message across in some exciting and
innovative ways using technology and the
media.

We have the added advantage that the
Democracy Movement is very active in
Harlow and has been distributing it’s own
leaflets that question the Labour MP’s views
on Europe.†

Secondly, persuading voters, that whilst we
have strong views on keeping our currency
British, we are objective and want to
encourage debate. This makes it much
harder for our federalist opponents to paint
us as extreme and unrepresentative.
Recently we held a successful public debate
in which the Democracy Movement and
European Movement argued for and against
the euro. A vote was taken which was
overwhelmingly in favour of keeping the
pound. This was followed by significant
local newspaper coverage of which one
headline noted ‘Harlow voters fire warning
shot to Labour MP on the single currency’.

Thirdly, countering charges of ‘extremism’,
highlighting the Europhile activities of the
Labour MP and ensuring that our
common-sense argument gets across to the
voter. We are also pointing out that
scrapping the pound is the policy of the
extremist Labour Party that has lost touch

with Britain after just three years in power.
Thus far we have described the Labour MP’s
heart as being more in Brussels than Harlow
and have highlighted the fact that he spends
so much of his time in the Commons
talking about the EU rather than Harlow.

But we need to do much more. When we
say we want to keep the pound, Labour’s
riposte is to say – without any evidence –
that there will be high unemployment. We
are making every effort to rebut this and
every other misleading statement, through
the press, letters to the papers and through
our own literature.

What we have learnt, is that repetition,
repetition, repetition, is the only way to get
our message across. We have to convince
and remind the electorate every hour of
every day that that we are the only party –
capable of winning office and governing –
that will keep the pound. The term Con-
servative in Harlow must be synonymous
with keeping our currency British. At all
times our message has to be simple and
concise.

In many ways we are knocking on open
doors. And knocking on doors remains the
most effective way of communicating with
the electorate. For the most part, Harlow
man and women strongly oppose the euro.
Shopkeepers, taxi–drivers, local business-
men (many others, many of whom have
substantial trade with Europe), are weighed
down by Euro regulations and see the single
currency as yet another obstacle rather than
panacea. And yet, federalists in Harlow still
say that the euro will benefit the economy.
With a volatile electorate, dissatisfied with
Labour but still unsure whether to return to
the Conservative fold, our keep the pound
message is one of the most important that
could help us win back the votes we lost in
1997.

† Any Eurosceptics reading this, we would
welcome your help. Harlow’s present MP is
one of the most Europhile Labour MPs in
the country. A defeat for him would not just
be a victory for a Eurosceptic Conservative
but a strong defeat for pro-federalists on the
left.

Robert Halfon is Conservative PPC for
Harlow.

photos of visiting speakers, published in the
press with huge keep the pound signs. As a
pilot, we gave a restaurant a number of
‘Keep the Pound ‘beer mats; within days
they had had customers asking to keep
them and requests for more.

… the Eurosceptic

campaign has to be

fought with a clear

strategy and carefully

implemented tactics
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Euro-Parliament VP proposes
ban on UK citizens

A Vice-President of the European
Parliament, the German Socialist MEP Dr
Gerhard Schmid, has issued a press release
calling for all United Kingdom nationals to
be banned from travelling to other Euro-
pean Union countries during European
football tournaments. The plan makes an
exception only for those on business travel.

Dr Schmid admits that his proposal is not
provided for under existing European
Union treaties, but neither, he argues, is the
political isolation of Austria.

Under Dr Schmid’s proposals, the ban
would be lifted only if the UK took
measures against football hooliganism
equivalent to those adopted in Germany.
Asked on Radio 4’s PM programme about
the sweeping application of the measure, Dr
Schmid replied that the situation was
analogous to the ban upon British beef:
innocent UK travellers, like non-infected
cows, are covered by a ban designed to stop
a dangerous minority.

The proposals are liable to offend
especially Scottish and Welsh nationals,
since Dr Schmid’s press release makes
reference to “the British” rather than just the
English.

IGC overview…

Principal questions for debate at the
Intergovernmental Conference (ICG)
preparing the ground for the Treaty of Nice
in December include:
• the institutional changes arising from
enlargement, including the re-weighting of
votes within the Council of Ministers; the
re-allocation of seats in the European
Parliament; and the extension of qualified
majority voting (QMV);
• the introduction of the Charter of
Fundamental Rights and, specifically, the
question of whether the Charter should be
justiciable before the European Court of

Justice (ECJ), as well as changes to the
procedure of the ECJ to expedite cases
brought before it; and
• the ‘flexibility’ doctrine (or ‘enhanced co-
operation’) and its creation of an inner-core
of EU states.

 … and potential problems

In paving the way for the forthcoming
Treaty of Nice, the IGC faces stumbling
blocks over-and-above the issues under
discussion including, but not confined to,
the following four.
1. There may prove to be too much on the
IGC agenda to deal with in time for the
Treaty. Many Member States have already
expressed this concern. France has
indicated that during its presidency it would
prefer to see no deal at all than (what it
would judge to be) a bad one.
2. Austria has threatened to veto whole
agenda items, including the institutional
changes necessary for enlargement, if its
political isolation by the EU continues.
3. Aware of the Eurosceptic majority
amongst the UK electorate, and of William
Hague’s call for a referendum (see page 3),
Tony Blair may select an agenda item,
perhaps the Fundamental Charter, upon
which to stand firm – grandstanding on the
European stage for electoral benefit at
home.
4. If the Danes vote in their referendum on
the 28th of September not to proceed to
stage three of EMU, whilst the Greeks do
proceed (sans referendum), then market
confidence in the euro will have been dealt a
double blow. Were the currency to enter
crisis, ensuing events would subsume both
the IGC and the proposed treaty.

Each of these complications has the
potential to block in the short term one or
two of the projects under discussion. Were
they to occur in combination, these compli-
cations could scupper the entire treaty,
though this is unlikely.

Cross-border surveillance accord

The Home Secretary, Jack Straw, has signed
the United Kingdom up to a new European
Union agreement allowing police in one
Member State to intercept and monitor
communications in another.

The Convention on Mutual Legal
Assistance (CMLA) allows foreign govern-
ments to monitor the communications of
suspected criminals without even, in certain
cases, having to apply for a court order to do
so. The House of Commons European
Scrutiny Committee and the European

Parliament have both in the past raised
objections to the CMLA on civil liberties
grounds.

One concession is a clause stating that
Member States may in certain circum-
stances refuse to comply with the
Convention when doing so would breach
their domestic law. The CMLA makes clear,
however, that as a rule Member States “shall
undertake to comply with [surveillance]
requests” by other Member States.

Tony Bunyan, head of the civil rights
group Statewatch, claimed that the CMLA
represented “a massive extension of the
power of law enforcement agencies. Police
forces in another country can basically say,
‘Here’s a telephone line we want to tap’ and
there’s not much to stop them.”

Speaking to the Journal, one Member of
Parliament who wishes to remain anony-
mous claimed that “basically, [the CMLA]
will allow EU states to do legally what they
have been doing for years anyway.”

EU Race Directive

A European Union directive on race has
been passed by the Council of Ministers
(CoM) which reverses the burden of proof
by obliging those accused of racism to
prove their innocence.

The EU Race Directive was examined by
the House of Commons European Scrutiny
Committee on the 24th of May, yet only two
members of the Committee, MPs Bill Cash
and Lawrence Robertson, demanded that it
be debated on the Floor of the House. The
Directive was in the end passed in the CoM
without any debate in the Commons.

Keith Vaz, the Minister for Europe, said in
May that “the burden of proof question”
meant “the text [of the Directive] needs to
be improved. It is not ready for agreement
yet.” The Directive was, however, passed
without any such improvement.

…& gender directive

The European Commission is drafting
another directive to promote gender
equality. This directive would provide for
“positive action” to give women “automatic
priority” in jobs in which they are under-
represented. An exception is made for a
limited set of occupations, such as élite
military personnel, where favouring men
may be necessary.

Like the Race Directive, the gender
directive will reverse the burden of proof by
requiring that employers accused of
“unwelcome physical, verbal or non-verbal
conduct” prove their innocence. The test of
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sexual harassment will be whether an action
offends “the dignity of women”.

One advocate of the directive, the Greek
Commissioner for Social Affairs, Anna Dia-
mantopoulou, admitted that it meant that a
person accused of gender discrimination
“would have to prove that he [sic] was not
guilty”.

(Another) Patten report

Chris Patten, the European Commissioner
for External Affairs, has written a report
calling for the European Union to improve
its capacity to generate and promote foreign
policy. The report’s central argument was
that the European Commission should once
again become the central force in
administering the Union, especially its
foreign policy, rather than the individual
Member States.

EU Commission secrecy

A framework agreement between European
Parliament and the European Commission
is being drafted that could deny MEPs
direct access to core Commission docu-
ments, including those that have already
been leaked to outside organisations.

Without revision, the agreement would
break a promise made by the President of
the European Commission, Romano Prodi,
before his appointment. President Prodi
told the Parliament that, if appointed, he
would allow MEPs the right to access the
documents now restricted under the
agreement.

The Danish MEP Jens-Peter Bonde said
that “[a]n elected MEP should at least be
treated like the lobbyist and students who
are able to receive the documents that we
are denied.”

To campaign for greater openness by the
European Commission, Mr Bonde has set
up a Web site at “www.euopen.com” (see
right). The site contains a transcript of the
debate between Romano Prodi and the
European Parliament Ombudsman, Jacob
Söderman, as wells as the draft text of the
agreement; reactions to the agreement by
various organisations including the Euro-
pean Federation of Journalists; and new
proposals on freedom of information.

Plan to strengthen euro-11

A controversial plan is gaining support
amongst eurozone countries that would
strengthen the body overseeing the Single
Currency, the euro-11, and dilute the
independence of the European Central
Bank (ECB).

The French Government has backed such
a plan ever since the euro-11’s creation –
France’s former Finance Minister, Domin-
ique Strauss-Khan, having described the
body as intended to become “an economic
government for Europe”. Prime Minister
Lionel Jospin has developed this statement
by calling for greater co-operation between
the ECB and Europe’s political leaders in the
setting of interest rates. One idea is to create
a committee chairmanship to act as the
political voice of the eurozone on all
economic policy matters.

The German Government have in recent
statements appeared to back Jospin’s call for
political intervention – a fact which, given
the Bundesbank’s history of staunch inde-
pendence, has surprised many observers.

The ECB President, Wim Duisenberg, has
made clear his opposition to any
diminution of the Bank’s independence.
Countries outside of the eurozone, such as
the United Kingdom, are also likely to
oppose any move to strengthen the euro-11
given that they are excluded from its
meetings (Gordon Brown having argued
unsuccessfully for ‘observer status’).

Begun as an informal meeting of
eurozone finance ministers, the euro-11 has
now begun meeting more frequently;
taking minutes; and reporting directly to
European Commission institutions. When
Greece proceeds to stage three of Economic
and Momentary Union, the body will be
known as the “euro-12” – although any
move to strengthen the body is likely to
involve the adoption of a more permanent
name.

EU-Mexico free trade deal

A Free Trade Agreement (FTA) between the
European Union and Mexico comes into

force on the 1st of July that constitutes,
according to the EU Trade Commissioner
Pascal Lamy, “[t]he most ambitious free
trade agreement in terms of coverage ever
negotiated by the EU.”

The FTA will eventually cover manufac-
tured goods, agricultural products, public
procurement, competition rules, services,
investment, and intellectual property rights.
The Agreement has been described by
Ronald Stewart-Brown in a briefing note for
Global Britain as being “as comprehensive
in its coverage as the [North American Free
Trade Agreement] and the most compre-
hensive ever entered into by the EU.”

The deal with Mexico continues the
EU’s tradition of securing bilateral trade
deals between itself and individual
countries rather than concentrating on
global or regional bodies to reduce trading
restrictions in a wider sphere. This strategy
has resulted in the EU having a patchwork
of varying trade deals throughout the
world.

The repeated attempts of former EU
Commissioner Sir Leon Brittan to secure a
free trade agreement between the EU and
the countries belonging to the North
American Free Trade Agreement (NAFTA,
comprising Canada, Mexico, and the United
States) collapsed as a result of French
concerns over possible US dumping.

Speaking on the 29th of March, MP
Michael Fabricant argued that by securing a
patchwork of bilateral deals the “EU seeks
not so much free trade as favourable terms
with parties too weak on their own to resist
its terms.” A recent deal between the EU and
South Africa illustrates Mr Fabricant’s
claim. Greece and Italy refused to ratify that
deal until South Africa agreed to halt its
production of Grappa and Ouzo.
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The current deal with Mexico differs
from the deal struck with South Africa,
however, in that it represents the first time
the EU has struck a trade deal on wholly
equal terms.

BoE Governor still sceptical

Eddie George, the Governor of the Bank of
England, has reiterated his scepticism on
the euro. In a speech to City leaders on the
13th of June, the Governor said that “there
were those who argued that the City would
suffer if the UK failed to join from the
outset. That clearly has not so far happened
– quite the reverse.”

EU-Gibraltar talks cancelled

The European Parliament has withdrawn
an invitation to Gibraltar’s Chief Minister,
Peter Caruana, QC, following pressure from
Spanish MEPs.

Mr Caruana had been invited to address
the European Parliament’s Committee on
Citizens’ Rights and Freedoms. The Deputy
Chairman of the Committee, the Labour
MEP Robert Evans, reacted to reports that
the invitation had been withdrawn by

denying that it had ever been issued. Mr
Evan’s denial was later undermined when
the Gibraltar Government leaked the
original letter of invitation.

Lead by Christopher Heaton-Harris,
Conservative MEPs walked out of the
Committee in protest at the withdrawal of
the invitation.

Gibraltarians still can not vote in Euro-
pean elections and face hostile and largely
illegal treatment by the neighbouring
Spanish authorities.

$40 m locusts

On the BBC web site technology section on
the 27th June, environmental correspond-
ent Alex Kirby described a man-made
disaster:

“An attempt to control locust swarms on
the ecologically unique island of Mada-
gascar was unnecessary, a waste of money,
and a danger to health and the environ-
ment, critics say. The programme, which
began in 1997, has cost an estimated $40m,
much of it paid by the European Union.”

Several species have suffered a marked
decline as a result of the ‘aid’. Termites,

John Tate is Head of Research
at the European Foundation.

He can be reached by
telephone on 020 7930 7319;

fax: 020 7930 9706;
e-mail: tate@jump.to

The European Foundation’s Web site is:
www.europeanfoundation.org

which provide a “very valuable source of
food” for many species on Madagascar have
been severely affected, with 90% of colonies
being destroyed.

An American who had undertaken a
covert assessment for the US Government,
speaking on the BBC’s Farming Today, said:
“I couldn’t find any agricultural damage
caused by the locusts. This programme
was extremely damaging to Madgascar’s
ecology. It was a tremendous waste of aid
money. A solution was used for a problem
that didn’t exist.”

… news in brief
Taking a moral stance

Led by Jacques Chirac, the French president, 14 EU states are conducting
a bilateral diplomatic boycott against Austria. Attempts to lift the
boycott in recent months have all foundered on Paris’ refusal to abandon
the policy. The EU states have said they will have no truck with
governments which do not espouse the principles of tolerance, human
rights and democracy, and they evidently think this is the case for the
present Christian Democrat/Freedom Party coalition in Vienna.

How strange, therefore, that numerous EU governments should have
sent representatives to attend the funeral of one of the most brutal
dictators in the world, Hafez Assad of Syria. During his three decade-
long tyranny, Assad became notorious, even by Middle Eastern
standards, for the spectacularly bloody quality of his crackdowns on
dissent and insurrection. Now, in true democratic manner, Mr Assad is
to be succeeded as president by his own son. Mr Chirac, the moral
conscience of the EU, was the only EU head of state to attend, but the
chief architect of Britain’s own ethical foreign policy, Robin Cook, was
also there. These two men were in good democratic company in
Damascus: Mr Chirac’s opposite numbers as head of state were the
president of Iran, the Emir of Kuwait, the Syrian-appointed prime
minister of Lebanon, the Crown Prince of Saudia Arabia, General Bashir
of Sudan, and Yasser Arafat. At ministerial level, Mr Cook’s opposite
numbers included the Vice President of Iraq and the information
minister of Pakistan. During this august meeting, it must be assumed
that neither Mr Chirac nor Mr Cook exchanged any words with the
Austrian representative, Heinz Fischer, the president of the country’s
parliament, because that would have compromised the EU’s highly
ethical refusal to have any bilateral dealings with ministers or officials
from countries which do not espouse democratic principles.

Europe is losing the battle of ideas
According to Le Monde, the European question has mobilised very little
intellectual support. Indeed, the only real intellectual activity on the
question, according to the paper, is on the pro-sovereignty side of the
argument. At a recent conference organised by the Robert Schuman
Foundation, a pro-European militant said that Europe would not
succeed if it was based on “nostalgia for the German forest or on the
memory of medieval Christendom (because there are 20 million
Muslims on the continent). Instead, it will be born out of the thought of
intellectuals, if they are capable of it.” A strange and very French way of
seeing things, no doubt: but it is an outcome which seems rather
unlikely at present. As a less enthusiastic historian at the conference
noted, the European idea had failed to mobilise people. “Despite the
coach loads of conferences and the proliferation of research centres, the
lack of conviction on the part of public opinion has not brought about a
history which carries weight, when compared with comparative history
and national histories.” Others spoke of “the decline of the European
idea”. This has been especially noticeable in the reaction to Joschka
Fischer’s speech about a two-speed federal Europe. Sami Nair, the Vice-
President of the Movement of Citizens – the party led by the dissident
Interior Minister, Jean-Pierre Chevènement, who attacked Fischer’s
speech as a revival of Germany’s old imperial dreams – said that Fischer
wanted to transform France into a “super-Land of Germany” via the
application of a Germano–American federalist model. Régis Debray, the
veteran left-wing Gaullist and former Trotskyite, attacked sarcastically
the project of the Europe of the regions which the Charter of regional
languages would, he said, favour. “We will speak Occitan or Flemish and
have only English as a means by which to understand each other. It will
be a Europe of bedroom slippers and Sony walkmans.” [Le Monde, 28th–
29th May 2000]
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Dissecting the European Dream Part III:
The Psychology of the Dreamers

by Stuart Jackson

1. Top-down Momentum

European integration is elitist, not populist,
in inspiration. The European dream does
not spring from the people: it is imposed
from above. Any attempt to understand how
this came about must begin with an analysis
of elitist psychology.

2. Motives of the Elite

The motives of the elite may be categorised
under three heads : sentimentality, fear and
aggrandisement.

a) Sentimentality
Sentimentality is a debased form of
romanticism. A poor guide at any time, it is
to be avoided at all costs when important
decisions have to be taken.

Vague ideas that designate Finland and
Portugal as neighbours, yet in a cyberspace
world deny that appellation to Anglophone
Australia and the USA; that praise unity of
purpose as the supreme virtue; and that
deplore debate as mere bickering are
inimical to a vibrant democracy.

The Roman historian Tacitus lampooned
sentimentality in a famous dismissal: omne
ignotum pro magnifico est. If it is strange, if
we know nothing about it, then it must be
wonderful.

b) Fear

Change engenders fear. For example, the
internet is an object of fear in certain
quarters at the present time.

After the Second World War, the UK elite
looked apprehensively at developments
across the Channel. Unification was in the
air. The elite hesitated. Then they resolved to
join in.

Fearful themselves, the elite had no
compunction in using fear as an instrument
for securing the compliance of the electors.
The threat was made: do as we say or your
jobs and prosperity will be at risk.

c) Aggrandisement

To be part of an elite is an agreeable status.
Favours are bestowed on you; privileges
abound. If you are important nationally,

why not aspire to be important on a larger
scale still?

Europe beckoned. The UK elite fell into
the continental embrace. The trap was set.
Meanwhile, the UK electorate looked on;
indifferent, bemused and repelled by turns.

3. Behaviour of the Elite

Michael Gove has identified an elite that he
calls a global aristocracy. Opportunistic in
outlook, impatient of all constraints, devoid
of loyalties except to each other, heedless of
boundaries and traditions, these new
barons are an overclass who bestride the
world, particularly the continent of Europe,
like predators. He associates this vexatious
group with big business. However, there are
reasons for believing that the new class
extends to include the two-homers who
have one home in the UK and another in
the EU.

4. Neither a Local Habitation
nor a Name

a) The Psychology of Multiple-Domesticity

Think Again Mr Prodi
Tony Lodge analyses recent comments by EC President Romani Prodi

“C
ertainly it’s possible,” said
Romani Prodi when asked if a

country could go back to its old currency on
having joined the euro. The recent Spectator
interview† has provided a new ingredient to
the debate on possible future membership
of economic and monetary union and the
general debate on Europe.

Prodi’s breathtaking assertion that our
joining EMU would not be irreversible is
flawed and dangerous in a number of areas
which need highlighting. To join economic
and monetary union and then to be able to
take a decision to withdraw blatantly
contradicts treaty obligations.

Membership of EMU in the first instance
would involve a series of key political and
economic changes, most of which are not
challenged by federalists in Europe. The
handing over of the currency, meaning the
power to issue money, determine interest
rates and the rate of exchange is a pretty
fundamental loss of what government is
about. All the more so since this

unavoidably means losing the ability to
decide tax policy too, a point which has
been openly acknowledged by continental
politicians.

Theo Waigel, German Finance Minister
(1989–1998) insisted that there must be a
stability pact built into the EMU arrange-
ments setting limits to what the member
states can individually tax and spend. He is
of course quite right. In a monetary union,
if one state goes on a spending spree and
creates a big budgetary deficit, its partners
will be paying for its extravagance. There-
fore, there is no escaping some form of
budgetary discipline imposed from the top.

Dr Brian Burkitt, regularly highlights in
the Journal how Britain’s economic strategy
is confined to the spending straightjacket
set down by the Maastricht Treaty’s
convergence criteria. This is in the hope that
Britain’s possible entry into EMU is as
smooth a process as possible.

Prodi’s pronouncement that we can
always clear out of EMU if it doesn’t suit us

is of course quite contrary to the whole
thrust of Maastricht and all the other
Community treaties. These treaties make
clear that transfer of sovereign powers from
the states to the Union is irreversible. Once
in EMU, especially under a government run
by Tony Blair and Peter Mandelson, it would
be very difficult both legally and psycho-
logically, to drop out.

Whether one agrees with the existence of
a ‘President of the European Commission’ is
an argument for another day. However, the
fact that these comments have been made
by somebody who commands authority
and influence, rightly or wrongly, merely
confirms many uneasy suspicions about
present day thinking and policy in the
institutions of the EU.

† The full Romani Prodi interview can be
found in the Spectator of May 27th, 2000

Tony Lodge is Editor of the European
Journal.
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A house in London and a house in the
country has been an aristocratic formula for
more than two centuries. The plot of The
Importance of Being Earnest is predicated on
this arrangement.

Tycoons and film stars have homes
dotted capriciously about the globe. As one
is sold, another is acquired to maintain the
desired net total.

But are they homes in the true sense?
Home is the most emotive word in the
language. It denotes rootedness and an
investment over and above the purely
monetary kind.

To have lots of homes, or what are
deemed to be such, even to have two, is to
experience a form of deprivation only a step
away from what might be termed high-level
homelessness.

b) Cognitive Dissonance

The special case of the UK/EU two-homers
deserves fuller analysis. It is helpful to refer
to cognitive dissonance theory.

Cognitive dissonance theory postulates
that it is uncomfortable for the individual
concerned when attitudes and behaviour
are misaligned. The tendency is for them to
come together to restore harmony.

One of the most fruitful applications of
this theory has been in the field of what the
Americans refer to as big-ticket purchases,
notably motor cars. Suppose that a
prospective buyer is choosing from an
short-list of three makes (Rover, Vauxhall,
Ford). In his mind, there will be advantages
and disadvantages attaching to each.

Suppose further that, after protracted
deliberation, he eventually buys a Rover.
The imperative to minimise cognitive dis-
sonance requires that he must emphasise
the advantages of the Rover and suppress
the disadvantages, while at the same time
suppressing the advantages of the Vauxhall
and Ford and emphasising their disad-
vantages. The more borderline the decision,
the more tempting it will be to become a
missionary for Rover (‘Do what I did’). To
put it another way, the pre-condition for
becoming a Rover missionary is very nearly
not to have bought a Rover at all.

Now consider prospective UK/EU two-
homers. The family caught up in this
adventure is in an uncertain frame of mind.
A second home is a very big big-ticket
purchase. Local taxation and property laws
provide a background of unknowns. There
is plenty to be anxious about. Perhaps Spain
would be a better idea; or Italy; or Cornwall;
or none of these.

The family agonises. At last the second
home is bought. France, let us say, is the
choice. The shortest route to reducing cog-
nitive dissonance is to become a missionary
for France and the EU, and to denigrate the
UK or at least the narrowness of locating
oneself there in just one home with no EU
second home as an escape (‘little England-
ers’). Not surprisingly, UK/EU two-homers
do not feature prominently among
defenders of the British Constitution and
the pound sterling.

Two-homers are the absentee landlords
of the modern era. At any given moment

they are absent from whichever of the two
homes they are not occupying . It has been
the fate of the absentee landlord
throughout the ages to be hated and
disdained.

5. The Case of the Tuscany Holidays
Jenkins v Bognor

Lord Jenkins of Hillhead commends Tony
Blair for choosing what he calls
“sophisticated places” for his foreign
holidays. But he goes further. Unprovoked,
he singles out for his especial scorn an
English town and an inoffensive group of
fellow countrymen and countrywomen.

“Do we really want”, he enquires, “to be
governed by pygmies in boarding houses
in Bognor?” There speaks the modern
patrician, the purveyor-in-chief of the
European dream.

A lifetime’s exposure to criticism has
inured the unsophisticated boarding house
keepers of Bognor to insults, even when
they emanate from so distinguished a
source as a peer of the realm, Companion
of Honour and Chancellor of Oxford
University. Should Lord Jenkins be passing
through Bognor one day and find himself
in need of a bed for the night, or should he
be seized by an impulse to take his bucket
and spade to the English south coast, he
could be sure of a welcome there if for no
other cause than on the principle that his
money is as good as anyone else’s.

A market researcher by profession, Stuart
Jackson has been a frequent contributor to

… news in brief
 Clinton awarded Charlemagne prize

There is a common misconception that European unity somehow
stands in opposition to the Atlantic alliance. A glance at the speech given
by President Clinton when he was awarded the Charlemagne prize for
services to European unity should be sufficient to dispel the
misunderstanding that the United States, at least under Bill Clinton, will
somehow save us from ourselves.

“… Last year, as German troops marched through the Balkan
countryside, they were hailed as liberators. What a way to end the 20th
century. (Applause.) …

“… The whole world should take notice of this. If Western Europe
could come together after the carnage of World War II, if Central Europe
could do it following 50 years of communism, it can be done everywhere
on this Earth. (Applause.) …

“… I believe America must continue to support Europe’s most
ambitious unification efforts…

“… At the same time, there is a perception in Europe that America’s
power – military, economic, cultural – is at times too overbearing.
Perhaps our role in NATO’s air campaign in Kosovo accentuated such

fears. But in Kosovo, our power was exercised in alliance with Europe, in
pursuit of our shared interest in European peace and stability, in
defense of shared values central to the goal of European integration …
(italics added)

“… If, after Kosovo, European countries strengthen their own ability
to act with greater authority and responsibility in times of crisis, while
maintaining our transatlantic link, I think that is a very good thing.
There is no contradiction between a strong Europe and a strong
transatlantic partnership. (Applause.)…” (italics added.)

Putin comes to Spain and Germany
Vlad ‘the Impaler’ Putin, the Russian president, has made state visits to
Spain and Germany this week, which complement his earlier trip to
Italy and Tony Blair’s visit to Moscow. (For the time being, France is
being left off the list because Mr Chirac is in bad odour with the
Kremlin.) The Spaniards and the Germans are very excited about
receiving such a wise and enlightened leader in their countries.
Gerhard Schröder’s government expects Mr Putin to be in power for
eight years and considers him to be a practical man free from
ideological prejudices – a natural assessment of someone whose entire
career has been spent in the KGB. [Die Welt, 14th June 2000]
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The Economics and Politics of Ireland’s Boom
by Anthony Coughlan

I
rish President Mary McAleese and
Taoiseach(Prime Minister) Bertie Ahern

have become propagandists for the EU in
Eastern Europe in the past two years. On
several official visits they have extolled the
‘Celtic Tiger’ economy as proof of how well
small States can do in the EU. Their EU
applicant government hosts have then
spelled it out for their local populations:
Join the EU too and you can have a boom
like Ireland’s.

In fact Ireland’s current economic boom
has little to do with the EU. In 1973 the
Republic joined the then EEC, together with
Britain and Denmark. During its first
decade of membership almost half its
indigenous manufacturing was wiped out,
mainly because of the rapid fall in tariffs.
This domestically owned and oriented
industry was replaced by more capital-
intensive, foreign-owned and export-
oriented industry attracted to the Republic
by its low rates of corporation tax and other
investment incentives. But this had little
effect on the high unemployment level.
During the 1980s, a decade after joining the
EEC, net emigration from the Republic
exceeded 200,000 young men and women,
equivalent to one-sixth of the then em-
ployed labour force of 1,200,000. The rate of
domestic unemployment at the time was
16%, another sixth. Simultaneously the
Government ran high public deficits, taxed
and borrowed heavily and ran up a public
debt equivalent to 110% of GDP. Output
and exports expanded because of high
rates of investment in manufacturing, but
with little effect on unemployment and
emigration.

During the 1970s the Republic averaged a
5% annual growth rate of real GDP. In the
1980s it averaged 3%. In the years 1990-93 it
averaged 4.5%. And from 1994 to the
present it averaged 8%, well over double the
EU and OECD average for these years. It is
the near doubling of the Republic’s growth
rate since 1993 compared to the years before
then that constitutes the ‘Celtic Tiger’
phenomenon. None of Ireland’s school of
economists foretold this, or forecast back in
the early 1990s that by the decade’s end
there would be labour shortages in the
Republic, that net immigration would be
running at levels comparable to what net
emigration had been in the 1980s, and that
inside a few years it would become common

to see French, Italians and Koreans serving
as waiters in Dublin’s cafes and wine-bars.
Whereas the 3–4% growth rates of the
1970s and 1980s made little difference to
Ireland’s unemployment, growth rates of 7-
8% clearly did. Official unemployment has
now fallen from 16% of the labour force to
under 5%. Women’s employment in partic-
ular has grown. As manufactured exports
boomed, more people at work combined
with higher incomes per worker simultan-
eously boosted domestic demand. Dublins’
car-clogged streets, the construction cranes
towering over Ireland’s towns, the increase
in the number of hotels, restaurants and
shops, are the most visible signs of the
boom. Economists now write books to
explain it retrospectively.†

A Competitive Exchange Rate

T
he principal single factor that
differentiates the period 1993–1999,

with which the Irish economic boom
coincides, from the previous decade or
two decades, is that those seven years are
the only period in the history of the Irish
State, which was established in 1921, when
it followed an independent exchange rate
policy. From 1921 to 1979 Irish Govern-
ments linked their currency to the pound
sterling at par. From 1979, when the sterling
link was broken, they linked it to the
German mark in the narrow-band (5%)
Exchange Rate Mechanism. The currency
crisis of 1993 forced a reluctant Irish
Government to devalue, following Britain’s
‘Black Wednesday’ or ‘White Wednesday’
devaluation. Thereafter the Irish pound
effectively floated within the broad-
band(30%) ERM vis-à-vis the currencies
of its trading partners. The economy took
off on the back of a competitive exchange
rate, which at once boosted exports and
helped reduce competing imports, both
trends encourging overall output growth.
Paradoxically, since the Irish pound joined
the eurozone on its establishment in 1999
the weakness of the euro, contrary to what
had been widely expected beforehand, has
continued to improve the Republic’s price
competitiveness, especially vis-à-vis the UK
with which it still does nearly one-third of
its trade (35% of imports, 25% of exports),
just as the weak euro has boosted growth
throughout the eurozone. This May the
Irish pound, now a denomination of the

euro, fell to 76 pence sterling; whereas it had
reached 110 pence sterling before the 1993
devaluation.

That Ireland’s doubled growth rate in the
mid and later 1990s has been due more to
improved demand conditions related to its
competitive exchange rate than to supply-
side factors is indicated by the fact that for
most of the decade the Republic has been a
relatively low rather than high investment
economy, with an investment rate below the
EU average. This is not to say that longer-
term supply-side factors have not been
crucially important. In two basic respects
the Republic has been lucky in its recent
economic history. Firstly, the foreign
manufactures it has sought to attract have
been in small-scale items, easy to transport
– e.g. computers, health products, electronic
goods – where transport costs do not matter
too much and the disadvantage of Ireland’s
island location is not serious, and for which
world demand is currently very high. Unlike
many other countries, the Republic does
not have significant ‘smokestack’ industries,
with large associated labour forces in
particular geographic regions.

The second lucky factor is its demo-
graphics. The Republic’s high birth rates of
twenty years ago mean that there are many
well-educated and trained people now
available for jobs and coming on to the
labour market at a time when there is a
demand for their skills. At the same time the
near halving of fertility and family size since
the 1980s means that parents today have
fewer children to support, whether directly
in their own families or indirectly by their
taxes, through schools, health services and
child allowances, so that they can retain for
themselves more of their higher average
incomes.

Since 1987 the Republic has successfully
pursued a corporatist-type incomes policy
between trade unions and employers. This
has led to the unions agreeing moderate
pay increases in return for Government
commitments to significant income tax
cuts. That has encouraged an increase in
the number of workers employed, while

† Three useful ones are Alan Gray, ed.,
International Perspectives on the Irish Economy,
Dublin 1997; Paul Tansey, Ireland at Work,
Dublin 1998; Denis O’Hearn, Inside the Celtic
Tiger, London 1998
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allowing for increases in post-tax incomes.
It is impossible for economists to measure
exactly what proportion of Ireland’s recent
high growth rate has been due to the
competitive exchange rate and what to these
supply-side factors. However, neither has
much to do with the EU, although obviously
the Republic’s joining the eurozone means
the abandonment of a policy instrument,
the exchange rate, which its 1993–1999 ex-
perience clearly proved the value of. Other
supply-side factors such as the continued
influx of foreign, especially US, capital, the
provision of EU funds for transport infra-
structure and some vocational training, and
the high level of education amongst Irish
youngsters, are not new. They existed well
before 1993. Each has contributed to the
Republic’s overall growth rate, but they can-
not account for its doubling since that year.

Ireland’s 5% Plus Inflation Rate

T
he Republic’s experience since it
joined the eurozone demonstrates the

unsuitability of a one-size-fits-all interest
rate policy for the different countries of the
zone. The European Central Bank in Frank-
furt now sets Irish interest rates and these
have halved in the past two years. But the
Republic needs higher rather than lower
interest rates these days, to restrain its
current economic boom – the economic
growth rate has been some 10% this past
year – and to counter inflation. Instead,
because of the low interest rate regime in-
side EMU, which arises from the concern of
the ECB to encourage growth in Germany
and the recessionary eurozone heartland,
Frankfurt has thrown fuel on the flames of
the Irish housing market. Average house
prices have doubled since 1996, making
acute shortage of accommodation and even
homelessness now part of the downside of
the boom.

The unions, which supported member-
ship of EMU, are now demanding that the
Government ‘do something’ about inflation,
and call for further tax cuts. But the two
classical remedies for inflation, raising the
exchange rate and raising interest rates, have
been ruled out by membership of EMU.
Naturally Frankfurt and Brussels have
different priorities from those of the Irish
economy and those dependent on it. The
Government could attempt to restrain
demand by raising taxes or cutting
spending, but it is sitting on a big Exchequer
surplus and its recent budgets have been
strongly expansionary as the price of ‘social
partnership’.

terms it does one-third of its trade with the
other ten eurozone countries, one-third
with the UK and one-third with the USA
and the rest of the world. By joining the
eurozone Dublin in effect decided to tie the
Irish currency, in principle for all future
time, with countries with which it does only
one-third of its trade (20% of imports, 40%
of exports), while the UK and the rest of the
world, with which it does the other two-
thirds, retain the freedom to follow their
own independent exchange rate and inter-
est rate policies to assist them to maintain
competitiveness if need be.

That is why most Irish academic eco-
nomists and economic commentators were
opposed to the Republic’s joining the euro-
zone without the United Kingdom. Those
economists who favoured abolishing the
Irish pound tended to be either europhile
ideologues or attached to financial insti-
tutions that expected to be net gainers from
this step. The Republic’s politicians,
however, led by Taoiseach Bertie Ahern –
who as Finance Minister had opposed the
1993 devaluation – and impelled by the
momentum of decades of uncritical euro-
philia, voted overwhelmingly to join the
eurozone. They did so on the assumption
that the UK would join it in a couple of
years. There is now growing retrospective
concern at this step.

EU versus Northern Ireland Policy

I
reland’s best known europhile,

former Taoiseach Garret FitzGerald, who
established the Irish Council of the

European Movement in the 1960s and who
is the archetypical career euro-federalist,
drew attention recently to the tension
between the Republic’s EU policy and its
Northern Ireland policy, in the light of the
Belfast Agreement on Northern Ireland
devolution and closer North-South co-
operation within the island. Referring to
recent German-French proposals on EU
‘flexibility’, he wrote in May in the Irish
Times:

“Ireland cannot on its own block the
development of a core European federation
and to attempt to do so would make us a
pariah among our partners. And if Britain
were to seek to do so, for us to join with our
neighbour in what would almost certainly
be a futile attempt would not be in our long-
term interest. We would have the invidious
choice of remaining behind with what
would probably be an isolated United
Kingdom, or else joining the federal core,
thus widening, possibly irretrievably, the
gap between ourselves and the United
Kingdom, including Northern Ireland.

“The former line of action would
effectively involve abandoning any chance
of participating in decisions that would
affect our long-term future – for all key
decisions would thereafter be taken by the
core federation, from which we would be
absent. The latter could put great difficulties
in the way of building on the Belfast
Agreement. For Irish policy-makers this is a
kind of nightmare scenario: potentially a
stark choice between our European and
Northern Ireland policies.”

So Dr FitzGerald’s 40-year-long support
for ‘pooling sovereignty’ in the EC/EU
could soon be facing Irish policy-makers
with the above ‘nightmare scenario’, in
which he himself implicitly backs the Ger-
man–French ‘federal core’ idea. His position
illustrates the sheer irresponsibility of key
elements of the Republic’s political elite.

Ireland had experience of an economic
and monetary union before. In 1800 the
population of the island of Ireland was 5
million, while that of Britain next door was
12.5 million, a ratio of 1 to 2.5. In 1900
Ireland’s population was still 5 million,
having increased to 8.5 million at the time
of the 1840s Great Famine and then fallen
back again by the century’s end. But in 1900
Britain’s population had grown to 40
million. The population ratio of 1 to 2.5 had
become 1 to 8. That sums up Ireland’s
historical experience of membership of an
economic and monetary union with a
country which was the most economically

The Republic of Ireland’s trade structure
is quite different from the other 10 members
of the eurozone. The latter on average do
12% of their trade – exports and imports
combined – with countries outside the
eurozone. The Republic however does over
two-thirds of its trade outside. In broad

Those economists who

favoured abolishing the

Irish pound tended

to be either europhile

ideologues or attached

to financial institutions

that expected to be net

gainers
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advanced anywhere at the time, the
’workshop of the world.’ Membership of
‘Euroland’ can hardly be that disastrous –
although for some East European countries
it could be, if they are foolish enough to join
it – but then the EU’s monetary union will
certainly not last as long.

Anthony Coughlan is an economist at Trinity
College Dublin, a member of the Advisory
Board of the European Foundation and a
member of the board of The European Anti-
Maastricht Alliance(TEAM).

In January this year he won a legal action
before the Irish Supreme Court which

established that there should be equality
between the ‘Yes’ and ‘No’ sides as regards free
broadcasts in the Republic’s constitutional
referendums, rather than coverage on a
political party basis as in its referendums on
the Single European Act and Maastricht
treaties.

The Euro:
What Was the

Question?
by John Tate

O
n the 25th of June, the Sun carried
an extended editorial demanding that

the Prime Minister declare what the quest-
ion in any referendum on the European
Single Currency would be. In addressing
this matter, the Prime Minister might use-
fully examine the questions already asked
by the major polling organisations and the
responses that they have received.

Mori and MFS ask: “If there were a refer-
endum now on whether Britain should be
part of a Single European Currency, how
would you vote?” ICM ask: “If there were to
be a referendum, would you vote to join the
European currency or vote not to join?”
Fianlly, Gallup ask: “In a referendum on the
Euro [sic], how would you vote: in favour of
Britain joining and abolishing the pound, or
against?”

What’s in a quesation

The precise question asked in a referendum
may not  (as long as it communicates the
essential, binary nature of the decision to be
made) be very important in determining
the outcome of that referendum, however.
Interviewed by the European Journal the
country’s leading psephologist, Professor
Anthony King of the University of Essex,
argued convincingly that the wording of a
referendum question “is largely unimport-
ant” given that:

“When people, after a long campaign –
during which they are bombarded by the
opposing sides – come to vote, they already
have a firm idea of what the essential
question is, regardless of how exactly that
question is phrased on the ballot paper.”

The Labour cabinet spent just fifteen
minutes formulating the question asked in
the 1975 referendum on EEC membership,
reports Professor King, “and all the evidence
is that it didn’t matter a jot” to the outcome.

Professor King’s argument may not apply
to poll results, however, since when

responding to isolated surveys people often
do not have a ready-formulated question in
mind. Given that Europe lies in only fifth
place in rankings of the issues that people
regard as most important, the current
debate on the euro does not appear to
constitute a campaign sufficient to generate
a well-defined question in people’s minds
(with the euro itself ranking even lower).

The European Foundation Research Unit
believes that, at a minimum, any refer-
endum question on whether to adopt the
euro should communicate the following
pieces of information: (1) that the pound
is the United Kingdom’s sole currency;
(2) that the European Single Currency is
called the euro; and (3) that the matter to be

Poll data on the euro
14th of January 1999 to 16th of May 2000.

1999 Company Client Age ‘euro’ ‘pound’ Don’t
group %  % know %

14–20 Jan MFS SSB 16+ 33 51 16
5–7 Feb ICM GDN 18+ 36 52 12
25 Feb–3 Mar MFS SSB 16+ 32 52 15
5–7 Mar ICM GDN 18+ 31 53 16
19–22 Mar MORI TIMES 18+ 31 56 13
16–17 Apr ICM GDN 18+ 34 53 13
2 Apr–4 May MFS SSB 16+ 31 53 15
7–8 May ICM GDN 18+ 35 52 13
26 May–3 Jun GALLUP D TEL 18+ 29 66 5
4–5 Jun ICM GDN 18+ 27 61 13
10–11 Jun MORI S TEL 18+ 24 57 18
8–13 Jun MFS SSB 16+ 27 58 15
9–11 Jul ICM GDN 18+ 25 62 13
13–15 Aug ICM GDN 18+ 24 60 16
2–7 Sep MFS SSB 16+ 30 56 14
10–13 Sep MORI GMB 15+ 31 53 16
22–26 Oct ICM GDN 18+ 27 58 14
12–14 Nov ICM GDN 18+ 28 59 13
11–18 Nov MFS SSB 16+ 27 56 17
10–12 Dec ICM GDN 18+ 24 61 15
2000
14–17 Jan ICM GDN 18+ 25 63 11
13–18 Jan MFS SSB 16+ 29 56 14
11–18 Feb ICM GDN 18+ 24 63 12
24 Feb–2 Mar MFS SSB 16+ 26 58 15
1–7 Mar GALLUP D TEL 18+ 27 69 3
11–16 May MFS SSSB 18+ 25 60 14

MFS = MORI Financial Services SSB= Salomon Smith Barney
SSSB = Shroder Salomon Smith Barney S TEL= Sunday Telegraph
D TEL = Daily Telegraph GDN= Guardian

voted upon is whether the euro should
replace the pound as the United Kingdom’s
sole currency. The questions currently
asked by Mori, MFS, ICM, and Gallup fail to
communicate any of these basic pieces of
information. A question that does com-
municate this information is as follows:

Should the pound be replaced with the
European Single Currency, the euro, as the
United Kingdom’s sole currency?

The latest poll data

According to a Mori poll conducted
between the19th and 23rd of June, 72% of
the public are against adopting the Single
Currency. 5% of the 1,000 respondents to
the face-to-face poll were undecided; 3%
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Competition, the Law and Europe
 by Professor Norman Barry

I
t took the intelligentsia an awfully
long time to appreciate the virtues of free,

competitive markets for goods and services
so it is not surprising that they show little or
no interest in the market for laws, taxes and
regulations. There must be uniformity they
say, or else there were will be a relentless
drive to the bottom (what is so wrong about
that?). The current mood seems to be
opposed to making politicians responsible
for their actions in the marketplace: they
are supposed to be only accountable to
virtually ineffective political institutions.
Our political rulers, especially in Brussels,
are determined to create uniform, un-
competitive standards in regulation and
taxation immune from any alternatives.
Indeed, the current plans to impose a code
of fundamental rights across Europe is just
another example of this. One way of taking
an economic and social interest out of all
forms of competition is to call it a ‘right’, the
ultimate argument stopper. Thus that
variety of law which enhances freedom and
efficiency is automatically excluded.

But it is not realised that competition
between jurisdictions for regulation and tax
law is only slightly less feasible than
competition between producers of books,
clothes and cars. It happens all the time.
People do move their labour and capital to
more propitious regimes and although the
costs of ‘exit’ (giving up one’s home and
country) are high compared to ‘voice’
(voting, attending protest meetings etc.)
people obviously do find that it is sometime
worthwhile to seek a better life elsewhere.
They make the calculation. There is a
wonderful example of the therapeutic
effects of jurisdictional competition from
Australia. In the 1970s the state of
Queensland significantly reduced death

It is, of course, in the interests of
politicians, a class that exists almost entirely
by the coerced transfer of income from the
productive to the unproductive (including
themselves), to prevent competition be-
tween jurisdictions: they realise that this is
a much more effective control mechanism
than is voting. Indeed, the latter might be
thought an irrational act given the derisory
effect that a single vote normally has on the
outcome of an election. Ignorance and
apathy are perfectly rational responses to
this powerlessness.

T
he Founding Fathers of the
American Constitution were anxious

to preserve competition between the
component states and to prevent the seizure
of monopoly power by the central
government. The Constitution guaranteed
this with the Tenth Amendment which
preserved all legislative power to the states
except for those small areas specifically
granted to the Congress. Unfortunately the
Amendment is now more or less senescent
as Washington has relentlessly (and un-
constitutionally) ‘nationalised’ vast swathes
of American social and economic life since
Roosevelt. The proportions of public
spending by the states and the federal
government has been almost exactly

reversed, in favour of Washington, in the
last seventy years. But Americans are still
doggedly anti-government and prepared to
use exit: tax rates do vary (some states do
not have an income tax), criminal law is not
the same (be careful in which state you
commit murder) and other laws are
optional or avoidable.

T
he European Union began originally
as an international free trading area in

which competition between jurisdictions
was possible and it was protected by the
unanimity rule at the Council of Ministers.
But early on in the career of the Common
Market the seeds of centralisation were
sown. A case in 1964 (ENEL v. Costa)
established the superiority of European law
over the laws of the member states. There
was absolutely no justification for this in the
Treaty of Rome (1957): but legal niceties
have never bothered constitutional courts
anxious to validate the inevitably expan-
sionary tendencies of government. A big
step was the Single European Act (1986)
which was superficially pro-market. It
introduced qualified majority voting to
counter the ‘hold out’ tactics of some
member states who resisted the elimination
of anti-competitive practices, for example
exchange controls. But it in effect did the
opposite; it introduced the mania for
harmonisation which imposed rigorous
environmental and industrial standards
across member states. The same is about
to happen to welfare. Thus the competitive
advantages that poorer states had in
offering lower standards were eliminated.
This was all done to protect the heavily
regulated economies of France and
Germany. The weaker countries were
bought off with cohesion funds. In fact,

duties with the result that many old people
moved there. Soon the other states were
compelled to reduce their death duties. That
is real integration.

This was all done to protect
the heavily regulated
economies of France

and Germany

favoured a ‘wait and see’ policy; and 20%
favoured joining. 22% of respondents ruled
out joining for 10 or more years, whilst 17%
said membership should come either in the
future or “as soon as possible”.

Polls conducted over the last year-and-a-
half show that opposition to the Single
Currency has risen from just over 50% in
January 1999 to 60%+ in Spring 2000. The
largest degree of opposition to the Single
Currency is reported by Gallup, at an aver-
age of 67.5% over its two polls for the Daily
Telegraph. Gallup’s findings might have to

do with their question being the only one to
refer to “abolishing the pound” as well as
adopting the euro.

ICM reported the second highest degree
of opposition to the euro, at an average of
58% over their 12 polls for the Guardian
between February 1999 and February 2000.
The average figure reported by Mori was
55.3%, based upon three polls, and for MFS
55.5%, based upon nine polls.

The average of the figures returned by all
26 polls conducted between the 14th of
January 1999 and the 16th of May 2000 is

57.6%. The lowest single opposition figure
reported was 51%, as recorded by MFS in
January 1999.

When pressed, however, most respond-
ents believed that the UK will inevitably
adopt the euro given time. Advocates of the
euro must turn this aquiescence into active
support if they are to win a referendum – a
task that poll results to date show to be very
difficult.

John Tate is Head of Research at the
European Foundation.
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the recalcitrant anti-market tactics of states
would have been eliminated eventually by
natural competition. Instead, the solution
was sought in the law, which merely opened
the Pandora’s Box of anti-market regulation
from which we are all suffering.

T
he recent Treaties (Maastrict,
Amsterdam, and soon Nice) have

simply consolidated and extended the
centralisation originally pioneered by the
European Court of Justice. The German
Constitutional Court offered a glimmer of
hope for jurisdictional competition in 1994.
It upheld the Maastrict Treaty but subjected
future European political action to
important constraints – which themselves
could form the foundation for a system of
jurisdictional competition. It said that there
was no super-European legal system, the
Community (now Union) consisted of
autonomous legal systems (it was, in effect, a
confederation), and that no European rights
could displace those rights guaranteed to
Germans under their Basic Law. But all this
was an illusion, as those Germans found out
when they brought a case objecting to the
abandonment of the Deutschmark; the new
monetary regime was passed with scarcely a
murmur.

In fact, the demise of jurisdictional
competition has been hastened by courts.
Just as the American Supreme Court has
validated and sometimes initiated the take-
over of the laws of states by federal law, the
European Court of Justice has been just as
active – at twice the pace. It is true that it has
struck down some anti-competitive laws by
member states but it has never moved
against the stream of competition-reducing
regulations and directives produced by
Brussels. But sometimes the issue has been
confused by the critics; the Factortame
(1990) decision, was not the real error, this
simply struck down an anti-competitive
and discriminatory British statute. The real
disaster was a decision in 1994 which struck
out a perfectly respectable British statute
designed to promote part-time employ-
ment by exempting employers from normal
redundancy obligations. Because most
part-time workers were women it appar-
ently breached certain European equality
directives, which themselves reduced
competition in labour markets. Any
innovative action by a member state will be
struck down by the Court, who can always
find something, in the highly permissive
Preambles to European law, to forbid it and
to give a superficial legal plausibility to any

anti-competitive decision. Look what hap-
pened to Britain’s original objection to the
Working Time Directive.

F
rom this, and recent other examples, it
is obvious that the European Court is

far from being like a common law court,
which looks for non-political solutions to
legal puzzles in a case by case manner, with
due respect for precedent. In contrast, the
European Court has an overt political
mission: to promote “ever closer union” and
to stamp on any independent action by
member states. In the Western world the
judiciary is now clearly left wing, or at least
subservient to the centralising ambitions of
its ultimate masters, the politicians. The
original opponents of the American Consti-
tution (the neglected anti-federalists) got
this right in 1789. They said that it was
impossible to expect impartial adjudication
between the states and the federal govern-
ment when the Supreme Court was itself a
federal body. It is, of course, in the interests
of the European Commission and the Court
to repress jurisdictional competition. It is
that which is most likely to reduce the power
and income of the members of both insti-
tutions. The reasons why the Europhiles are
now looking for a ‘constitution’ to allocate
authoritatively the respective powers of
Brussels and the member states is that they
know perfectly well that the European
Court will simply expand the power of the
centre whatever the written restraints are.
History (and the unchanging laws of
human nature) tell us that the mere
‘parchment protections’ of written docu-
ments really are flimsy in comparison to the
power of the market and the exemplary
force of exit.

And neither can lovers of markets and
liberty expect anything from the mere-
tricious prophylactic of democracy. In fact,
the much-derided “democratic deficit” is the
only protection we have against a complete
takeover of our laws and institutions by
Europe. If the elected European Parliament
had real legislative power it would be a prey
to pressure groups and to anti-market inter-
ventionists anxious to divert even more
income to themselves and to reward their
followers with exemptions from the market
and the rule of law. The dispersed European
voters would have even less incentive to
control the new legislators than the
electorates of member states already have in
controlling their own representatives. The
penetrating comment of the American obs-
erver who noticed that “citizens’ property

and liberty are never in greater danger than
when the legislature is in session” would be
even more accurate in the absence of the
democratic deficit. Law passed by the
Council of Ministers is undoubtedly
intrusive and anti-market but at least it is a
product of nominally independent states
with the remnants of the power of veto.

F
or similar reasons the expansion of
the European Union should have been

firmly resisted. The larger the number of
states the easier it is for the Commission to
get its agenda through. By a subtle systems
of bribes it can form coalitions to satisfy
easily the demands of qualified majority
voting. But with a small number of
independently powerful states this ag-
grandisement of central power can be
resisted. The optimal size for a successful
federal union (in the proper, competitive,
meaning of the term) is probably about 6–7
member states.

It must be remembered that the danger is
not that Europe will be turned into a
conduit for an aggressive Franco–German
alliance. It is that the centre (Brussels) itself
becomes the main source of power and
influence. That the institutions might be
manned by the French and the Germans is
purely contingent; the point is that the
officials must be ‘good Europeans’. Indeed, a
capital city is probably one of the worst
things a federal system can have.

It might be the case that in European
countries a majority of the population is
hostile to the pretensions of Brussels;
certainly in Germany, a pro-European
cartel of the dominant parties has
succeeded in defying the bulk of the
population. We know that in free markets
cartels eventually collapse in the face of
consumers looking for a better deal. But it
takes a lot longer in the ersatz markets of
democratic politics. In Britain there is an
even greater Eurosceptic majority. But it is
rationally apathetic and might only be
aroused to action if the European Com-
mission decided to metricate the length of
the cricket pitch in the name of harmonis-
ation. In the meantime there is only one
piece of sound advice to politicians who still
believe in competition and the rule of law:
veto everything. This rigorous injunction
must even apply to things that are
superficially desirable (if there are any).

Norman Barry is Professor of Social and
Political Theory at the University of
Buckingham.



21JUMP TO CONTENTS

The European Journal • July 2000

BOOK REVIEWS

Blowing the Whistle:
One Man’s Fight Against Fraud
in the European Commission

by Paul van Buitenen, Politicos, £12.99
Reviewed by Jeremy Bradshaw

I
f Chris Patten cannot stay awake
during Commission meetings, he ought

to spend his idle hours reading this book. It
will startle anybody with an interest in EU
affairs.

Its author, Paul van Buitenen, can claim
to have changed the course of European
history. He alone was responsible for
exposing the corruption in the Commis-
sion of Jacques Santer and the subsequent
enforced resignation of the whole body. Yet
van Buitenen is an unlikely hero. A failed
accountant with a background in library
administration, he was a committed Euro-
Federalist. From a provincial Dutch back-
ground, tied into a humdrum job in a
Rotterdam library, he successfully applied
to the European Commission where he was
appointed as an auditor. A committed
Christian, he was naïve but honest and
palpably ignorant of the ways of the Euro-
cracy. He was more than ready to be one of
the marching troops on the path to a
Federal Europe. “I felt I had been specially
chosen and I was highly motivated when I
started the job. I was really proud when I
got my European number plates for my car.
I felt a real European!”

Within days of joining the Commission
as a junior official, van Buitenen’s eyes were
opened to the widespread wrongdoing-
taking place within its ranks. First, he
noticed the systematic pilfering of laptop
computers (curiously a habit imported
into the Westminster Parliament where
recently 97 laptops have been missing
among Ministers’ special advisers). Then
he noticed how Commission Officials
scornfully ignored budgetary rulings
made by the European Parliament. When
the European Parliament froze expend-
iture on co-operation with Israel and its
policy in the occupied territories, he told
his superior that Commission payment for
various programmes in Israel ought to be

As van Buitenen observed more and
more irregularities, he began to take notes
and systematically keep evidence of the
worst forms of malpractice. He discovered
that the corruption got worse, the higher
up the Commission ladder he looked.
Everybody appeared to be feathering their
own bed. For example, one former
Directorate-General, before his appoint-
ment to the Court of Auditors, continued
to receive his generous pension from the
Commission, even though as an employee
of another European institution, this was
in contravention of Commission
regulations. At the Court of Auditors, he
was then being paid almost the same as the
European Commission (around £6,000 per
month tax-free), and yet under the rules,
this should have been offset against his

new income. However, the Commission
President, Jacques Delors personally
intervened so as to enable this abuse to
continue. Another official was sacked as
Head of the Auditor’s Unit within the
European Commission; yet continued to
receive £4,500 per month net and to stay
on as a prominent official within the
European Commission.

All these scandalous activities were
repeatedly ignored, overlooked or hushed-
up by Commission Officials. Van Buitenen
was unable to disguise his horror. His
European ideals were by the day being
shattered. His investigations would lead to
his unveiling the gross mismanagement of
one of the biggest projects of the European
Commission, the Leonardo da Vinci
programme, which was a £400m training
initiative under the control of Madame
Cresson, the now notorious French Com-
missioner. Here van Buitenen discovered
fraud on a mega-scale. Commission funds
were being systematically channelled in the
form of fraudulent tender contracts to
companies connected to either Madame
Cresson or her staff.

When the author exposed these abuses,
he was treated by the European Commis-
sion’s internal fraud unit, the UCLAF, as if
he were imagining most of it and by his
superiors as if he were breaching staff
regulations. In truth, all he was doing was
breaking the hidden rule of the Commis-
sion, that staff are to “to see no evil and to
hear no evil” – and certainly not to expose it
to the general public. After months of
inaction on the part of the Commission, the
author eventually went public using his
contacts with the media. This led to
Madame Cresson accusing van Buitenen of
having “psychological problems”. He
should be, she said, “sacked for incompet-
ence” as these were “little administrative
problems”.

When finally the Commission was forced
to launch a proper investigation, van Buit-
enen was startled to find that he was not to
have a role in this investigation. “No one
knew as much about the situation as I did”,
he says. And worse still, the European
Parliament ignored van Buitenen’s allega-
tions even when they were endorsed by the
Commission’s internal fraud unit, the
UCLAF, which issued its report in early
November 1998. Its preliminary investi-
gations had unearthed 16 criminal offences,
4 contract and accounting violations and 2
disciplinary violations in connection with
the Leonardo da Vinci programme. Not-

frozen. He was effectively told to grow up
and ignore the Parliament. Then when he
went out to audit the large projects into
which hundreds of millions of pounds of
European tax payers money is fed each
year, he realised that the job of an auditor
was a doodle. One of his colleagues, he
observed, would only go to audit those
projects, which were near a golf course!
Others to locations which took their fancy.

This led to Madame

Cresson accusing

van Buitenen

of having

“psychological

problems”
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withstanding this, the European Parliament
approved later in November 1998 the
second Leonardo da Vinci programme,
whilst a full investigation was launched by
the Court of Auditors.

Van Buitenen became exasperated.
Investigations into alleged misconduct by
himself were assiduously pursued by the
European Commission itself whilst the
Commission did its best to postpone the
wider investigation into the fraud and
irregularities that van Buitenen had
exposed. European Commissioners and
MEPs collectively showed little interest in
any of the allegations van Buitenen made, or
in the findings of the Commission’s own
report. In November 1998, only one of the
626 MEPs felt driven to publicly demand a
full judicial investigation into the UCLAF
report. Not one of the other 625 MEPs felt it
their duty to call the European Commission
to account, let alone veto further funds
to the programme already exposed for
corruption.

W
hat then are the lessons of van
Buitenen’s experience?

First, the internal procedures for whistle-
blowers are so flawed that any future official
will think twice before going through the
months of torment, anguish, bullying and
harassment that was meted out on van
Buitenen by the Commission.

Second, the culture of sleaze within the
Commission appears to be so ingrained,
that there is little hope of it ending, not-
withstanding the proposed reforms of
Neil Kinnock, the European Commissioner
charged with introducing a fresh group
within the Commission. Sleaze is propa-
gated by a system where national quotas
work against genuine meritocractic pro-
cedures; where national politicians are
parachuted in as commissioners to collect
big pensions and consultancies prior to
retirement; and where MEPs appear more
interested in milking Parliamentary allow-
ances than in holding sister institutions to
account.

Third, the system of the sub-contracting
by the Commission engenders corruption.
Organisations which do not enjoy
extremely close connections with European
Commission officials appear to have little
chance of making successful bids to run
European Commission programmes. The
Commission regularly chooses its select
band of favourite contractors – some of
whom have only European subsidiaries as
their sole source of revenue. Within the

Commission, corrupt officials, according to
van Buitenen, can be found drafting tenders
for contractors prior to then awarding those
same bidders the relevant contracts. Some
of these officials are even seconded from
these contractors!

Fourth, the European Parliament did not
– despite subsequent claims to the contrary
– play an honourable role in the fall of the
Santer Commission. MEPs were initially
uninterested in the letter which van Buit-
enen circulatedexposing corruption within
the Commission, nor in the UCLAF report,
which backed up van Buitenen’s allegations.
Van Buitenen himself says that he never
ceased to be surprised how MEPs failed to
do their homework well enough so as to be
able to effectively hold commissioners to
account in their Parliamentary appearances.
As he puts it, “It was a constant source of
amazement to me, then and alter, how the
European Parliament exercised its control
function. Whereas investigative journalists
and parliamentary correspondents got to
the bottom of the story over the next few
months, I found it difficult to persuade
MEPs to read the letter [divulging the
corruption].”

Fifth, the corruption within the Commis-
sion stemmed directly from the Commis-
sioners themselves. Those Commissioners
who later claimed to be ignorant of the
abuses of their colleagues were being
disingenuous, if not downright deceitful,
in the eyes of van Buitenen. “It is
inconceivable”, he says, “that if they were
working as they should be, they would have
failed to notice over a period of four years
that some of their fellow Commissioner
were consistently behaving in a completely
unacceptable manner.” All the Com-
missioners received the UCLAF report
and yet instead of insisting on immediate
measures to tidy up internal corruption, the
Commissioners presided over an organis-
ation, which punished the whistle-blower
and obstructed efforts to punish those
guilty of misconduct. That they were forced
into resigning was entirely due to the uproar
caused by the allegations in the media
across Europe which eventually forced the
European Parliament into pass a vote of no
confidence in the Commission as a whole.

Yet so blind were the Commissioners to
their own wrongdoing, that the Com-
mission President claimed the European
Commission to be “whiter than white”.
(Even though Jacques Santer’s wife had
interests in a property company that rented
buildings to the European Commission at

lucrative rates.) Others such as Kinnock
himself didn’t hesitate to let their names go
forward to be re-nominated to the new
Commission; tainted though all were by
membership of the Santer commission.

Perhaps the real tragedy of van Buitenen’s
story is the way that the European Com-
mission has still failed to put its house in
order. Neil Kinnock – the man who once
outflanked the militants in the Labour party
– has not even managed to bust the
‘chauffeur racket’ that operates in Brussels.
(The 80 or so drivers who drive the 20
Commissioners around Brussels receive all
the usual perks of Commission staff and a
salary of £35,000 – which is doubled when
working overtime – regularly have second
jobs and are considered under-worked.)
The Commissioners themselves remain
essentially unaccountable to the European
Parliament or to the National Governments,
which effectively appointed them.

The funds being managed – or mis-
managed – by the EU grow ever larger. The
Commission is already the world’s largest
donor of humanitarian aid. Its aid pro-
gramme, which Chris Patten administers, is
£7.5 billion and means the Commission is
responsible for more than 10% of world-
wide spending on development assistance.
Its aid programmes have trebled in volume
in 10 years. Yet the Commission has only
2.3 officials managing every £6m that it
disperses. Governments and the World
Bank have between 4 and 9 officials for the
same sum. The Commission’s way of coping
with these difficulties has been to continue
the practice of sub-contracting work to
outside bodies, who continue to be poorly
monitored and corrupt. They are also very
inefficient. (there is a backlog of 1,200
projects worth £1 billion that pre-date 1995,
which remain incomplete, or which have
not yet started.)

Paul van Buitenen was an honourable
man who sacrificed his career. But for what?

What hope is there when good men like
Mr Patten remain asleep?

Jeremy Bradshaw is a former Chairman of
the Bow Group. He is a banking solicitor with
S & J Berwin Ltd.
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William Hague’s European Policy
by Dr Martin Holmes, Bruges Group, 32pp, £4.95

Reviewed by Sir George Gardiner

F
or all those who believe in the nation
state, Dr Martin Holmes has for long

been a star worth following. In this, the 40th
Occasional Paper from the Bruges Group of
which he is Co-Chairman, he examines the
question many voters may well be asking:
just what would a Conservative Govern–
ment’s policy be towards the European
Union?

Dr Holmes begins by establishing clearly
that William Hague’s policy marks a
significant break from that of his hapless
predecessor. Major was hampered by an
evident split in his Cabinet, in which closet
Euro-federalists were over-represented, but
the split among party activists was not so
serious as was claimed. While the Maas-
tricht Bill went through Parliament some
two out of three party members wanted
nothing to do with it, and it was only innate
loyalty to their leader that led them to
stomach it in the end.

The first clean break from wait-and-see
waffle came with recognition of the
profound constitutional implications of
becoming ever more closely involved in the
EU. Only a year after becoming leader
Hague was arguing to the Insead Business
School at Fontainebleau: “Push political
integration too far and accountability and
democracy become impossible to sustain.”
Hence his rejection of the Amsterdam
Treaty.

On October 1999 he told the Con-
servative Conference that any future EU
Treaty “… must contain a flexibility clause,
or else I tell you there will be no Treaty”.
Soon after, in The Times, he proposed “a new
European Treaty provision which would
allow countries not to participate in new
[my italics] European legislation which they
wanted to handle at national level.”

Alongside this went his campaign to Keep
the Pound. Britain is alone among Euro-
pean states in having senior politicians
claiming that whether or not we join the
Single Currency is purely a question of eco-
nomics. Hague’s commitment is to keep the
pound, for very good global trade reasons if
nothing else, for at least the duration of the
next Parliament. And after that? No
commitment – though the constitutional
reasons he advances make it hard to
envisage a government led by him ever
ditching it.

Of course there will be other issues at
stake – the NHS, schools, measures to tackle
crime – but where we stand in relation to
the rest of Europe will loom large too. This
is inevitable – not simply because of Blair’s
ambition to adopt the euro in the next
Parliament, but by what happens at the Nice
Summit this autumn. We all know the
Franco–German–Brussels agenda for a
giant leap to further economic and political
integration; unless Blair is willing to use
his veto against all these proposals, Hague’s
call for a British referendum before the
consequent Treaty is signed will be a major
election issue.

Which is why Britain in Europe, not run
by Europe will not be enough. For the fact is
that in too many respects Britain is run by
Europe already – and you do not have to try
buying 2lb of potatoes to understand that.
Though so far Hague has shied away from
using the word renegotiation, his “flexibility
clause” on “new European legislation” would
be impossible to get without it.

But what about the European legislation
that already binds us? He appears to
acknowledge this point with his pledges to
repatriate fishing policy, reform funda-
mentally the CAP as it applies to us and
restore some powers of decision to the

House of Commons. Besides, if a Nice
Treaty is ratified without a British
referendum before the next election, even
more powers of decision will already have
been snatched from us.

This does not mean, as the Euro-
enthusiasts allege, that British exporters
would be denied tariff-free access to the EU;
the other states are hardly likely to exclude
Britain from their markets when the
balance of trade is so heavily in their favour.
Nor does it rule out Treaty obligations
regarding pollution of the environment we
share, measures to curb drug trafficking and
the like. But it should leave us free to decide
our own tax regime, our own foreign and
defence policy, our own citizens’ civic rights
and obligations, our own freedoms under
our own laws.

So before the next election Hague will
need to spell out much more clearly what
kind of relationship he wishes to negotiate.
Of course, if as Prime Minister he were
denied the chance we would have to
consider alternative arrangements, but
there is no reason why we should not
renegotiate in good faith.

As Dr Holmes points out, there is a
sizeable majority of voters who want to pull
out of European involvement altogether –
hence the 7% of the national vote and three
seats won by the United Kingdom Inde-
pendence Party in the Euro elections under
the proportional party list system. We all
know that UKIP’s chances of getting an MP
elected to Westminster are nil, but as Dr
Holmes says, “If UKIP voters, who are
mainly former Conservatives, fail to back
Mr Hague at the next general election the
Conservative cause – and that of preserving
the pound – could be severely damaged.”
If this were to happen through lack of a clear
European policy presentation it would be
tragic for Britain. Conservatives should be
grateful to Dr Holmes for his clear analysis.

Sir George Gardiner was Conservative MP
for Reigate 1974–97 and fought the last
election under the Referendum Party banner.
He has since written his memoirs, A Bastard’s
Tale, and is a member of the UK Advisory
Board.

So far, then, so good. Britain in Europe,
not run by Europe has been a good slogan,
achieving resonance with the public. But
will this be enough to define Conservative
European policy through the next election
and beyond? Hardly. As Dr Holmes argues,
this slogan “… cannot become an
alternative to further party evolution. The
diversity of the debate within the Con-
servative Party since 1997 is too complex to
be reduced to soundbite slogans.”

… before the next

election Hague will need

to spell out much more
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“For a Union of Currencies
instead of a Monetary Union”

by Wilhelm Hankel, Wilhelm Nölling, Karl-Albrecht Schachtschneider and Joachim Starbatty.

W
hen the Deutsche Mark was

introduced, an economic miracle
followed. Yet the most spectacular mone-
tary event of the last century, European
Monetary Union, has neither advanced
European unity nor created a special place
for the European Union in the theatre of
world currencies. On the contrary, the euro
has lost value against the dollar, the pound
and the yen as well as against other
currencies. The fear among the majority of
the population that this currency is no use is
difficult to dislodge.

Citizens can tell from the daily market
rates that the euro is declining in value. The
European Central Bank insists that it is
fulfilling the task given it in the Maastricht
treaty, that of ensuring price stability. But
since the influence of monetary policy on
the price level is always delayed, it is not the
development of prices in 1999 which counts
but instead what will happen in the coming
year. The current rates at which prices are
rising enable us to establish that there is a
new trend: whereas the harmonised euro
consumers’ price index was 0.8% in the last
quarter of 1998 and the first quarter of 1999,
it is now just over 2%.

Even clearer is the new trend in the price
index of industrial products, which deter-
mines the price index of consumer goods in
the long term. At the end of 1998 and the
beginning of 1999, prices were still falling.
By the end of 1999, the rate of price rise had
risen to above 2%. The ECB explains this by
referring to the rising costs of importing
energy, but this overlooks the fact that the
cost of oil has risen by 20%, thanks to the
fall in the value of the euro. The impact on
consumers is therefore itself a consequence
of the ECB’s own monetary policy.

If one looks at the monthly reports of the
ECB to cast light on the development of
prices in euro countries, one seeks in vain
for reports on what is happening in
individual countries. The euro-bankers
have decided to base their policy on average
levels of prices, interest rates, real growth
rates, money supply, balances of payments
and so on. They therefore avoid any dis-
cussion of different national developments,
for fear that this will create uncertainty. So
the ECB has a dilemma, which threatens any
policy which tries to operate on the basis of

analyses of averages: as Wilhelm Busch said,
“On average, people are worried and don’t
know what to do.”

The Bundesbank is happier to give
information. According to its monthly
report, the average rate of price rises in
November 1999 in he euro countries lay at
1.6%. In France and Germany the rate was
1.0%. Thus, the two biggest countries are,
together with Austria, the only ones with
below average levels of inflation. All other
euro-countries were considerably above the
average, such as Ireland with 3.0% and
Spain with 2.7%.

The economic performances of individ-
ual countries, in terms of the development
in real domestic product, diverge even more
strongly than the inflation rates. The
average growth rate in the euro area for the
third quarter of 1999 was 1.6%, 1.2% in
Germany but much higher in the
Netherlands at 4%. How effective and
credible is a monetary policy if economies
drift apart individually or in groups?

The decision on which achievable
concepts monetary policy should follow in
Europe is obviously more difficult than was
originally thought. Whether and to what
extent the two-pillar concept of the ECB –
i.e. to base monetary policy on both
monetary aggregates (M3) and inflation
targets – can be a basis for confidence-
building in monetary policy is not yet clear
to outsiders. It is probably not even clear yet
to those actually taking the decisions.

This conflict is made more difficult
because there is still no single harmonised
methodology for calculating economic
statistics in the different Euroland
countries. Statistics are in any case neither
easily available nor even reliable. There is
still a faulty understanding of the transmis-
sion mechanism and the time lag between
the rise producer prices and the con-
comitant increase in consumer prices. This
failure of economic analysis depends not
least on the very differently structured
economies of the member states.

This Achilles heel of the single currency
can be seen in the development of its
external value. It reflects the market’s
evaluation of the new currency and displays
the whole helplessness and cluelessness of
the guardians of the European currency.

The management of the Bundesbank
considered the euro’s fall below $1.06 to be a
“dramatic signal”. Since then, the Bundes-
bank has been leading the pack of those
who say that the currency has “a potential to
appreciate” – a potential which grows ever
greater, the further the euro sinks.

Whoever keeps announcing that the
revaluation of the euro is imminent, and is
then refuted by the facts, gambles away his
professional authority upon which the new
European Central Bank depends much
more than the tried and tested Bundesbank.
Trust in the currency can be neither
commanded nor conjured up. It must be
professionally and politically well ground-
ed. It is precisely the negative political
perspectives of the European Union which
strengthen people’s and markets’ concerns
about the euro.

The politicians of Europe saw in the euro
an essential condition for the political inte-
gration of Europe. They thereby took on the
duty of bringing this hitherto absent
element into the public mind and of
ensuring its realisation. Of all steps towards
integration to date, EMU is by far the most
decisive for the deepening of the EU. But it
must be politically flanked. Has there been
progress here? The ECB is emphatically and
relentlessly pursuing reforms aimed at
improving the functioning of competition
and markets in Europe. Especially Ger-
many, in the minds of the euro bankers,
must finally dissolve the cartel process by
which wages are negotiated, further de-
regulate the economy and administration,
purge the social security system and make
labour markets more flexible. Within the
framework of the Stability Pact, the growth
of state debt is to be reduced to zero and a
tax reform to be introduced as quickly as
possible to encourage investment and
growth.

In reality, either nothing is happening or
too little. If one reads the balance sheet of
the German government’s policies, one sees
that the government, rightly or wrongly, is
proud of measures which contradict the
ECB’s list of tasks: it boasts of strengthening
the protection for workers against dismissal;
of continuing to pay salaries when workers
are ill; of making self-employment and
part-time work more difficult. It is fighting
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for pensions at 60 and insists on driving
through a law on the construction industry
which will render foreign competition
illegal. This way, the government is creating
‘more order in the labour market’: but this is
no satisfactory answer to the challenges in
Europe.

The former Foreign Minister, Hans-
Dietrich Genscher saw in monetary union
the touch-paper for an all-embracing
modernisation of the economy and society
in the member states of the EU. Inter-
national studies and above all the warnings
and appeals from members of the European
Central Bank show that the touch-paper has
obstinately refused to light. The German
government has taken an initial step
towards consolidating the budget, but there
is as yet no plan to restructure the social
system. In other member states, the fact that
the economy is on the upturn and that
interest rates are low means that budget
deficits are low, but there is no political will
for a lasting consolidation of state finances.
As far as flexible labour markets are
concerned, the core euro countries have
made no progress. They are still attached to
the concept of redistributing work instead
of creating new jobs.

Different inflation rates and different
growth rates are now resulting in different
rates of development within the euro-zone.
Since the possibility of different monetary
policies and devaluations are no longer
available as a mechanism for balancing out
deficits and surpluses, other means of
finance must be sought. Since any sort of
‘bail-out’, for instance in the form of an
international financial rescue package, is
forbidden by the EU treaty, national
competitiveness must be sought instead in
reduced wages and social provision. But
neither the governments nor the social
partners are prepared for this.

Capital investment is now turning away
from Europe, not just since the introduction
of the euro, but at a rate which has greatly
increased since then. It is not flowing back
into our capital markets at a sufficient rate.
Given the great difficulties which will be
faced by any common European policy, it
is likely that capital flows will continue
outward and that investment will become
ever more scarce. This will mean higher
interest rates in Europe and lower growth
than would have been the case if the long-
term tensions and conflicts of monetary
union had not existed.

Furthermore, it cannot be ruled out that
the ECB, because of rising prices or because

There are also dangers from outside. A
crash on foreign stock exchanges, which
especially in the US can damage the eco-
nomy, cannot be excluded. If one compares
the present level of interest rates and profits
with the long-term average, it seems likely
that the stock market is overvalued. But it is
also conceivable that Japan would provoke
aninternational crisis if the strong appreci-
ation of the yen took the wind out of the
weak economic upturn there.

How quickly these dangers materialise
cannot be reliably predicted. But one thing
is certain: monetary union, as “a primarily
political project” – in the words of the
former French Finance Minister, Domin-
ique Strauss-Kahn – is not prepared for the
storms of political or economic crises. The
positive attitude of the political class
towards monetary union will turn 180
degrees around if economic difficulties,
rising unemployment, social tensions and
conflicts encourage or even force politicians
and voters in different countries to attack
the chains of Maastricht.

If voters begin to see abandoning the
EMU as a meaningful alternative, then there
will be no longer any choice for democratic
governments but to do so. They are duty-

bound to pursue the interests of their
country. If the reactivation of variable
exchange rates as a safety-valve promises
greater political and economic room for
manoeuvre than remaining in the convoy of
a an unstable monetary union, then the
hour of truth will have come for the euro.

Whether then opening the monetary
floodgates by the ECB in order to manage a
crisis will help, must remain doubtful. This
has been shown not only by the experience
in Japan. In a global world with open capital
and economic borders, other rules count
than those of the closed economy. The
crises in South Asia and Latin America were
contained surprisingly quickly because
those states were able to react quickly by
adjusting their exchange rates.

In order that all these assumptions and
ever more probable challenges do not catch
the euro unawares and bring the European
construction crashing down, we suggest a
three phrase plan to strengthen the institut-
ional foundation of the European Union.

First, the deadlines agreed in the treaties
have caused European governments to
drive forwards the monetary union project
with excessive haste. The minimum require-
ments laid down in Article 109j of the treaty
have therefore been only very partially met.
Given the approaching dangers for the
continued survival of monetary union, and
given the inadequate measures of adapt-
ation in individual member states, the
deadlines have long since ceased to be a
motor for monetary integration. They have
instead become a garrotte which is strangl-
ing economic activity in the member states.
On the one hand, member states are no
longer allowed to take any individual
national monetary decisions and, on the
other, structural convergence and above all
flexible labour markets are severely lacking.
The Euroland countries have developed
no common strategy towards the challenges
they face.

When, during the preparation for the
launch of a space rocket, it turns out that
there is a discrepancy between what should
be the case and what is the case, the launch
is delayed. Since a monetary union is not an
experiment which can be repeated as often
as one likes, the launch should be delayed
for as long as such discrepancies are
discovered. This would, in any case,
correspond to the established practice of
European integration: the clock needs to be
stopped for as long as it takes to find a
sustainable political solution. This would
mean waiting for monetary union to be so
politically and economically secure that any
failure could be more or less ruled out.

Second, this does not mean that the
monetary union needs to be delayed
indefinitely. But the last step, the exchange
of national currencies into euros, should be
delayed for as long as it takes to prepare for

of an internationally weakening euro, may
turn the interest rate screw even tighter, but
that the results of such a policy will prove
unbearable by a particular member state
because of its economic position. Then the
common currency would become a
straitjacket. The required stability culture
cannot be created in this way.
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it. The single market will not collapse. 40
years of common market show that it can
function with – and indeed because of –
competition between currencies. In any
case, the single market and monetary union
will still not be united in the future because,
as things stand at the moment, we have to
reckon with the United Kingdom and some
Scandinavian countries declining to join for
the foreseeable future.

Besides the central tasks of consolidating
budgets, restructuring social systems, of
making labour markets flexible, the
consequences of enlarging the EU to the
East must also be taken into account. Given
the structural differences with these count-
ries, which make economic divergence all
the more probable and thus agreement on a
common monetary policy all the more
difficult, adjustment strategies must be
conceived and carried out which will put
the reform countries in a position where
they can sustain a stability-oriented
monetary policy. Apart from thorough-
going reform, this requires a wide-ranging
levelling-out of the rate of development in
Europe.

Third, none of this means a return to the
status quo ante, but instead the creation of a

new European monetary union on the basis
of existing national currencies and national
responsibilities for monetary, financial and
social policy. In the European system of
central banks, participating countries
would be represented according to their
economic weight: they would together agree
on interest rates and the money supply in
the member countries.

If the European Central Bank according
to this concept were something like a central
bank for the central banks – a co-ordinating
committee – and if different monetary
policies were therefore possible, then
differences in economic performance could
be balanced out by the mechanism of the
exchange rate at any time. Such a
competition between currencies would be
conceivable in the framework of a newly
formed Exchange Rate Mechanism, in
which the fluctuation margins could lie at
+/- 15%. Experience has shown that
political pressure and exchange rate fluctu-
ations are always smaller when member
states have more room for manoeuvre in
forming their national policy.

This suggestion corresponds to our
concern that states which are chained to one
another by treaties cannot resist monetary

storms, for as long as national leaders have
different views about which strategy to
pursue, and for as long as individual ships
are not entirely seaworthy. But it is also an
expression of an idea of Europe in which
European nation-states seek a common
course, while also tolerating individual
states if they wish to go their own way for a
while. A European Union which forces
monetary, financial, economic and social
policy onto its members, is incompatible
with the European tradition of competition
and subsidiarity. It is also incompatible with
the democratic principle that it should be
freely elected national parliaments who
decide policy.

The four authors, who are professors of law
and economics, are Germany’s leading
opponents of the euro. In 1998 they appealed
to Germany’s Federal Constitutional Court
against the introduction of the single
currency, claiming that it had no chance of
being a stable currency. The four see their
scepticism as having been now justified by the
euro’s fall on foreign exchange markets. This
article was originally published in
Handelsblatt on 22nd February 2000
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European Defence Identity:
The Implications for NATO

This article is based on a speech delivered at an International Seminar “the US, European Union
and Central Europe: Partners or Rivals” at Radziejowice, Poland, on the11th June, 2000

by Iain Duncan Smith, MP, Shadow Secretary of State for Defence.

1. Questions

There has been much debate about the
European Union’s moves towards a
common defence policy, and the EU’s
relationship with NATO. But a number of
crucial questions, central to the debate, are
all too often missed.

Questions such as what is the Common
European Security and Defence Policy for?
What is its purpose? What will the proposed
military organisation achieve that NATO
cannot? Where is it heading?

2. Amsterdam/St Malo/Helsinki

Under the Conservatives, a European
defence identity was being developed within
NATO and not in competition with it. The
Western European Union (WEU) was being
developed as the forum for expressing
European defence interests within NATO
and was formally recognised as such by
the EU.

At first, this view was shared by the
Labour Government. At the Amsterdam
summit in June 1997, the Prime Minister
said: “Europe’s defence should remain a
matter for NATO and not the EU.” (Daily
Telegraph, 18 June 1997). Also at the
Amsterdam summit the Prime Minister
said that he had won assurances from fellow
leaders that NATO would remain a
cornerstone of European defence which
would be written into the new EU treaty.

He also claimed to have struck out any
commitment to a merger between the
Western European Union and the EU. Such
a merger, pressed for by France and
Germany, would have been viewed as laying
the foundation of a new European Army.
That merger is now underway. He then
described the Franco–German plan as “like
an ill-judged transplant operation”. (Daily
Telegraph, 18 June 1997)

At the summit, the Guardian newspaper
reported that there had been “objections
from Britain and some neutral countries to
a Franco-German proposal for a phased
merger of the EU and the WEU. Like John
Major before him, Mr Blair feared it would
undermine US commitment to Europe.”
(Guardian 18 June 1997).

In its Strategic Defence Review, published
in July 1998, the British Government had
also pledged its allegiance to NATO, and the
Western European Union. The Review
stated that:

“Collective Security based on NATO, the
transatlantic link, and the continuing
development of a more effective European
Security and Defence Identity in NATO
through the WEU, continue to offer the best
guarantee of deterring and insuring against
new security risks in Europe.”

But this undertaking was soon to change.
The conclusion that the British Government
came to, just a couple of months after the
SDR was published, was that it should take
a lead in establishing an independent
European Union defence capability outside
NATO.

The initiative really took off with the
signing of the Anglo–French defence
agreement at St Malo, in December 1998.

St Malo represented a critical change. For
the first time the UK had departed from its
traditional opposition to creating an
independent European military structure.
Previous British governments had always
taken the view that such moves could
undermine NATO and endanger the trans-
atlantic link.

For France, on the other hand, the St
Malo agreement was just another step in a
series of initiatives that would fulfil its
hopes of creating a European Union
equipped with military means, capable of
autonomously playing its role in the
resolution of international crises.

The warning signs were these. The
Anglo–French St Malo agreement of
December 4 1998 indicated that the Euro-
pean Union “must have the capacity for
autonomous action, backed by credible
military forces, the means to decide to use
them, and a readiness to do so, in order
to respond to international crises.” To
further these ambitions “The European
union will also need to have recourse to
suitable military means … outside the
NATO framework.”

However, across Europe the St Malo
agreement was seen for what it was. The

German Foreign Minister Joschka Fischer
called the St Malo initiative “another pillar
of the process of European unification”.

The St Malo declaration was followed by
the Franco-German summit on 29 May
1999, which saw both countries reaffirming
their determination to integrate WEU into
the European Union; and to adapt the Euro-
corps into a European rapid reaction corps.

In June 1999 European leaders met in
Cologne and approved the landmark
document that formally commits the EU to
a common policy on security and defence
aimed at giving it “capacity for autonomous
action, backed up by credible military
forces, the means to use them and the
readiness to do so”.

Then at Helsinki in December 1999, the
EU adopted the military goal to build a
European Army of 60,000 soldiers, with
command and planning staffs, intelligence
bases and decision-making and deploy-
ment apparatus.

3. Towards Nice

On 15th February this year EU foreign
ministers set the wheels in motion for the
creation of a European rapid intervention
force. At their regular general affairs
council, they reportedly unanimously
approved the creation of a political and
security committee, a military committee,
and a team of military experts tasked with
putting into shape the 50–60,000-strong
force by 2003.

Most recently, the French Government
has set its priorities for the forthcoming
French Presidency of the EU.

Speaking in Paris on 9 May 2000, setting
out the priorities of the French Presidency
of the European Union, the French Prime
Minister Lionel Jospin said:

“By pooling its armies, Europe … will be
able to maintain internal security and to
help prevent conflicts throughout the world.
The successful deployment of the Euro-
corps was a step in the right direction. But
we need to go further… If we manage to
achieve this in the second half of 2000, we will
have crossed a milestone towards the creation
of a united political Europe.”
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Speaking on 30 May President Chirac
also underlined the real reason behind the
common European defence plans:  “…
developing a European Union foreign and
defence policy is a fundamentally political
project. It will happen because Europe is
happening, and if it does not happen the
very life force of our continent will ebb
away.” In a further snub to NATO he added:
“Ultimately it is the prerogative of the
United Nations Security Council, which is
the only body with the international
legitimacy to decide on the use of force.”

4. Political or Practical

All of this brings us back to the original
question. The most critical question posed
at the beginning of my speech – so what is it
all for?

The British government, at least on public
platforms, continually insists that the pur-
pose of the ESDP is no more than delivering
Petersburg tasks. Those tasks, as everyone
in the audience will know, are about small
scale peacekeeping as well as the delivery of
humanitarian assistance and aid. Further-
more the British secretary of State for
defence has said that the force wouldn’t
have any particular organisation and that
people would not be overly concerned
about structures.

Yet in France and Germany, in the
European Commission and in Italy, as we
heard earlier, it seems to be a very different
story. They seem to indicate that it is an
embryonic European army or a Eurocorps.

But the crux here is, who is right?
If it is only to deliver the Petersburg tasks,

then why do we need up to 200,000 troops
to do that? And if we don’t need structures
then why are we creating them? Further-
more, whenever you hear the political
leaders of whatever country talking about
the ESDP they always use the experience of
Kosovo as their rationale for embarking on
this process. Yet Kosovo was about far far
more than the Petersburg tasks – it was
about peace enforcement, and clearly well
beyond the scope of what the British
Government says it is for.

No, I am inclined to believe the evidence
that I have already presented today from
other Governments, such as the French the
Germans, the Commission and others, that
the ESDP is about much much more.

Then there is the military question. If the
organisation and structure already exists
within NATO to deliver military solutions
such as Kosovo, why do we need another
one?

The Gulf and more recently Kosovo
showed that over the last 10 years, a serious
gap in defence capability has grown
between most of the nations of Europe and
the USA.

Whilst I happen to believe that the UK is
much closer in capability to the US, to a
greater or lesser extent around Europe,
nations have left their capability to fall away.

The stark truth of the Kosovo air
campaign was that it would never have been
possible without US support. The US
provided 80% of the aircraft, and nearly all
of the intelligence resources and heavy
airlift. US advanced weapon systems and
precision-guided munitions helped make
the campaign both militarily and politically
viable. The larger part of the ground forces
used in the operation, and subsequently
in KFOR, did originate from European
nations. But despite the fact that Kosovo is
on Europe’s door-step, and with a
theoretical two million men under arms in
Europe, getting 2% of this potential force to
Kosovo was more than most European allies
could manage, except the United Kingdom.

The lessons from Kosovo were stark and
clear. Most member NATO states had not
invested sufficiently in their armed forces to
allow them to operate at the highest levels of
modern warfare. The apparent deficiencies
ranged from the offensive capability of
NATO nations to their ability to move and
supply their forces in theatre. Despite these
harsh and obvious lessons, no significant

plans exist amongst European nations to
invest in their defence capabilities. Despite
NATO’s defence capabilities initiative and
an Anglo-Italian agreement on defence
capability, most European nations are
cutting their equipment budgets.

Kosovo should have taught each
European nation that they must improve
the quality and quantity of their military
spending. This is less of a problem for the
UK than it is for the rest of Europe, although
even the UK is reducing its military
spending. The lesson is that we must spend
more and spend it better.

Currently, European efforts seem to be
directed at political rather than military
solutions. This is perhaps the most
important point. The nations of Europe
need to face up to their responsibilities, and
using the US military capability as a
benchmark of standards, work to gain full
interoperability with the US. This does not
need to include new political structures, as
the most tried and tested structure of them
all is already in place – why do we need to
duplicate it?

6. Threat & Danger

Just over a year and a half ago, the Rumsfeld
Commission warned the United States that
within as little as five years nations such as
North Korea and Iran could have the
capability to strike the USA with ballistic
missiles. It was a serious wake up a call to
them, but strangely, on this side of the
Atlantic, there has been little if any serious
discussion or debate.

The information available already about
the existing threat to Europe, let alone the
USA, is persuasive, particularly considering
the 2,000-km ranges already achieved by
‘rogue state’ developed ballistic missiles. If
such weapon systems were deployed on the
Libyan coastline, they would have the ability
to strike as far afield as Paris, with London
and Berlin under potential threat as well.
The range of such missiles is being
increased, and the technology is being made
available to a wide range of nations.

The irony is that whilst the post cold war
period has seen a cutting of defence
budgets, it has also seen the proliferation
of ballistic missile technology, and the
weapons of mass destruction with which
they are armed. New alliances have formed,
providing pooled resources for developing
these capabilities.

This chain of proliferation is growing all
the time. We now know that it even stretches
to Serbia itself. Serbia has in its possession

5. What Europe Needs
– What the US Wants

I want to pick up the point I alluded to
earlier, which is, why do we not do all this
through NATO?

… at the Amsterdam

summit the Prime

Minister said that he had

won assurances from

fellow leaders that

NATO would remain a

cornerstone of

European defence …
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48 kilogrammes of enriched uranium and
great scientific expertise. It has now
established significant links with Iraq and
North Korea. As recently as last month
(May) agreements had been struck between
Iraq and Serbia, involving educational and
scientific exchange, as well as statements
ofsolidarity between the two nations.
Richard Butler, the last head of UNSCOM,
in a book published a couple of weeks ago
makes it absolutely clear that Iraq either has
or is very close to biological and even
nuclear capability. This has been backed up
by other authorities, including the
Monterey Institute, who have said that Iraq
only lacks enriched uranium to complete a
nuclear device.

Despite the fact that Europe remains
vulnerable, the urgently needed co-
operation with the USA on ballistic missile
defence through NATO has been rebuffed.

US Defense Secretary William Cohen has
highlighted further elements of this
problem, indicating that the Russians would
seek to divide NATO on the NMD issue.
Clearly, ESDP helps create the agenda that
Mr Cohen warns of.

Russia’s warm welcome for the ESDP
process was couched in language which
made it clear that they saw the initiative
developing separate from the US. In
December 1999, the Head of the Defence
Ministry International Co-operation Dep-
artment, Leonid Ivashov, made it clear that
he hoped the ESDP would be completely
separated from NATO.

My worry is that that wish looks like
becoming fulfilled as an artificial divide
between the nations of Europe and the USA
becomes more apparent every day.

Paradoxically, it is the fast growing
proliferation of ballistic missiles and
weapons of mass destruction which exposes
the artificial political differences between

Europe and USA, but also offers the clearest
solution through NATO.

7. Conclusions

In defence, more than any other area of
politics we must deal with reality. The
decisions that politicians make today all too
often have a habit if punishing us in years to
come. We only need to cast our eyes back
over the history of Europe in the 20th

century to chart the number of wrong turns
and bad decisions that have been made,
which have resulted in conflict.

In the ESDP, we have a process which
more and more appears to be driven by
political dreams of deeper integration in
Europe, regardless of the consequences.
There can be no other explanation for a
process which puts at risk a hugely
successful military alliance which has been
responsible for keeping the peace for over
50 years.

Under that umbrella of peace, the
devastated nations of western Europe saw
democracy flourish and their citizens
prosper. Against this military anvil, the
hammer and sickle of Soviet totalitarianism
was broken, and the nascent nations of
Eastern Europe were free at last to share in
that prosperity, from whch they had been
excluded for so long. The cornerstone of
that security was the engagement of the
United States with the nations of Europe in
a collective defence force. It seems ironic
that as new threats and new problems
emerge, instead of enhancing and
developing NATO, some of the nations of
Europe have chosen a course which could
severely weaken it.

The involvement of the EU in the
defensive arrangements of its members is,
I believe, a step too far. We are not alone
in the Conservative Party in Britain in
believing this to be the case. More and more

people on both sides of the Atlantic are
speaking out and setting out their deep
concerns about this process.

As a result, my Party, on returning to
Government, will recognise the vital
importance of re-enhancing NATO, and
putting it back again as the cornerstone of
our collective security across Europe. We
believe in greater European co-operation,
and, more importantly, in greater European
defence capability. It is because we believe
in greater European co-operation and
capability that we also recognise that the
defence of Europe should not be the
exclusive preserve of some nations in the
European Union, that we take this position.

We will, as a result, work immediately to
draw back under the umbrella of NATO
these arrangements now being made under
the ESDP. We will not accept the cavalier
way in which close allies in NATO have been
excluded from this process. And we will
work to end the EU’s involvement in this
defence process.

Defence of one’s nation is the first
responsibility of any democratically elected
Government. It should not be used as a
political tool for other purposes. Nor should
risks be taken to satisfy some perceived
rivalries without clear and strong defence,
such as we have received under the umbrella
of NATO, and without which our citizens
would have genuine reasons to be
concerned about their future.

Our duty is not to bow to fashion, but to
take the best of that which works and
enhance it, not weaken it.

It is for that very reason that we must
challenge what we know to be wrong and
work to put it right.

Iain Duncan Smith is Shadow Secretary of
State for Defence. He is a member of the UK
Advisory Board.

… news in brief
Paris wants to push social policy

As Tony Blair and José Maria Aznar boast that Europe is on the verge of
amazing new labour market liberalisation on their initiative, France has
announced its intention to push social policy to the top of the agenda
during its presidency of the European Union, which begins on 1st July. It
wants both to stimulate job creation in Europe and also to promote “the
construction of a Europe with greater solidarity” – two things which are
usually considered mutually incompatible. Martine Aubry, the French
employment minister and daughter of Jacques Delors, said that France
wanted the EU to have more power over companies to encourage them
to employ more women and to encourage companies to improve their
use of technology. She also said that France wants the EU to legislate on
greater consultation and co-operation between management and

workers. Both these are specifically included in two directives, on race
and gender discrimination, which the EU is already preparing anyway.
Madame Aubry wants Europe to adopt new measures against
unemployment at the summit in Nice – measures which will no doubt
be modelled on France’s well-known success in achieving low
unemployment over the last two decades. All in all, she wants to put in
place “a social agenda for the next five years”. [Le Monde, 8th June 2000]

MEPs to get a pay hike
Moves are afoot to pay all MEPs the same rate. Currently, their salaries
differ according to salaries for national members of parliament in their
home countries. A report has been produced by a group of ‘experts’
which suggests harmonising their pay levels and tightening up on the
lax expense system which is notoriously open to abuse. [Le Monde, 8th
June 2000]
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Ireland’s Tiger Economy – wit’ or wit’out the euro
by Patrick Minford

O
ne of my fondest memories is of
Bertie Ahern at a debate at Trinity

College in Dublin shortly after the pound
had left the European exchange rate
mechanism in September 1992; Ireland was
struggling with a punt that had stayed in
while the pound had devalued by some
20%. Mr Ahern, then finance minister, had a
mantra for the evening: “I will not devalue
t’e punt”. Of course, within a few months he
had done just that. Why? Because in those
days when Ireland controlled its own
interest rates and currency, it would have
been madness to be a fifth overvalued
against the country of which you are virtu-
ally a part.

Those days are far away but the logic
remains, in reverse. Today, the pound has
soared by about a fifth against the euro to
which the hapless Mr Ahern, now
Taoiseach, is tied without recourse. In a
continent of huge divergence, Ireland
stands out as the most divergent of all –
growing at 8% while Germany and Italy
may with luck be shocked by this huge
devaluation into 3% growth. In Frankfurt,
the ECB council smile indulgently: Ireland
is too small to worry about – it and the rest
of the ‘periphery’ can take its chance.

And what will that be? Since the reforms
started by Mr Haughey back in the mid-
1980s and which remodelled the country on
the new Thatcherite Britain, Ireland has
been a fast growing economy with low
labour costs and general deregulation. It
has attracted huge amounts of mainly
American investment, much of it in the
computer and software business. The big
countries of the EU have never felt
threatened by the ‘Irish model’ with its
under 4 million souls. So, like many of the
EU’s small countries, the name of its game
has been to say ‘Yes’ to Germany and France,
collect the agricultural and regional
largesse, and get on with competitive
deregulation on the quiet.

So, with or without the euro, Ireland was
always going to grow fast. What the euro has
done is to take away the restraint that would
have been exercised by monetary policy.
Consider a sample of the latest figures. Car
registrations in January-February were up
49% on a year earlier; house prices were up
31% in 1998 and another 22% in the year to
the third quarter of 1999, with latest figures
thought to be running at over 25%, with

the euro) rose 5.2% in the year to March –
much of it, though, due to oil and tobacco
tax. Average earnings are rising by around
5.5%, which, with productivity growth
strong, is not yet a problem.

But this relative restraint of prices and
wages is built on an incomes policy,
buttressed up to now by high levels of
immigration which has kept the supply of
labour not so far behind ever growing
demand. Experience with incomes policies
shows that they do not last against the
pressure of supply and demand; in Ireland,
it can only be a matter of time before the
dam breaks.

There are two main possibilities. Either
the Government encourages yet more
thousands of immigrants and allows house
prices to be driven up to the stratosphere; in
which case union demands will be fuelled
by housing costs. Or the flood of immig-
rants is stemmed, in which case they will be
fuelled by severe labour shortage.

Already there has been a transport
workers’ strike over wage demands of 20%;
other public sector workers are said to be
planning similar demands. So far, the
incomes policy has held but the whiff of a
summer or winter of discontent is in the
air. Where will this end? Ireland is a ‘tiger
economy’ whose emerging market dyna-
mism was in any case bound to bring rising
real (inflation adjusted) wages and prices

relative to other countries. As an economy
modernises and acquires new industries, its
rising productivity allows real wages to rise
and the new industries can charge higher
prices in world markets. As growth spills
over into humdrum local services like
transport and schooling whose product-
ivity cannot grow so fast, their relative
prices will be pushed up by rising real wage
costs, by the scarcity of land and by sheer
demand pressure.

This can happen in two ways. With the
exchange rate fixed and monetary policy set
somewhere else, it will happen through
rising prices and money wages. With the
exchange rate free to move and monetary
policy set to keep prices under control, it
will be the exchange rate that rises to raise
the real value of wages and the relative
prices in world markets; so it has been for
the UK and so it would have been for
Ireland had it stayed out of the euro (with
the pound and the dollar).

By joining the euro, therefore, Ireland
chose systematically higher inflation to
accompany the heady growth it would have
in or out of the euro. But there is a further
element in its euro brew: loss of control over
its business cycle. Ireland is ‘enjoying’ a huge
boom that would never have been
permitted under a floating punt when
interest rates would have already been up to
seven per cent or above. Of course, it is this
boom that has got such admiring and naïve
reports from the BBC; but a hard landing
cannot be far away. Its most likely form
would be a collapse of the incomes policy,
wage costs escalation and spending
cutbacks by investors and consumers as the
Government takes emergency action –
perhaps huge tax increases or a floating tax
on buying punts (a backdoor floating
exchange rate). The ensuing slump will be
far worse than it would have been had the
boom been kept under control. Higher
inflation and reinforced boom-and-slump
is an unattractive recipe for UK citizens and
businesses. That’s the lesson of Ireland and
the euro.

Patrick Minford is professor of economics at
Cardiff Business School.

thousands of expatriate Irish being lured
back to the homeland. January’s retail sales
volumes were 17% up on a year before.

So far inflation has been held back in
spite of this runaway boom coming on top
of already strong growth (Ireland grew by
an average of over 8% per annum from 1994
to 1998). its underlying retail price index
(excluding mortgage rates, held down by

The big countries of

the EU have never felt

threatened by the ‘Irish

model’ with its under

4 million souls
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C H U N N E L    V I S I O N
With Sights Aimed High

by Lee Rotherham

I
t is perhaps just as well that there is
no obvious candidate for a grassy knoll

lying beside any of the main Communities
institutions. MEPs, whose entire building is
comprised of huge panes of glass, and who
already frequently complain at how camera
lenses focus in on them in their bureaux as
they swig their Evian and fidget with their
trousers in false privacy, might otherwise
decide en masse to invest in flak jackets.

Why? Because of certain revelations in
the book by Paul Van Buitenen, the
Whistleblower.

The tale is not new, but it has lately been
reheated in the Magic Microwave of Com-
munity Gossip as the book of the whole
fraud business is now translated into
English. A scare story in Dutch, strangely,
does not attract international media cover-
age. Such is history’s revenge for someone
called Orange swapping Manhattan for a
Surinamese swamp in South America.

One of the frighteners that Mr Van B.
came out with was that the Commission’s
Security Agency, the Bureau de Sécurité
(BdS to be short and snazzy) was in the
proud possession of several firearms. And
that the cache included snipers rifles.

This breached somewhat the basic Com-
munity concept of the ECJ being the final
arbiter of justice.

This was briefly picked up in the UK by
a couple of newspapers, until the Com-
mission denied the tale, as obviously spun
by (to quote B.A. Baracas from the A Team)
a crazy, mad fool. Tragically for the
Commission, Mr Van B. was then sent a
copy of the receipt by a colleague. As he
observed, “It is symptomatic of the
Commission’s whole attitude. First of all
it refuses to admit that it simply knows
nothing about these embarrassing situ-
ations, then it makes confident public
statements that are only withdrawn when
they are proved to be wrong.”

And so with the passage of months the
matter might have slipped into obscurity,
once again, were it not for the translation of
the work. For in the new version the receipt
was printed for the first time. One
Commission employee found the whole
thing so preposterous he decided to order a
snipers rifle himself and send a bill to the

Commission, daring it to turn him down on
the grounds that the BdS needed the guns
but his civil service branch didn’t, to which
he would reply by taking the Commission
to the European Court. The result remains
unknown, but this e-mail to the internal
Commission website bulletin board was
picked up by the office of a French MEP,
Paul-Marie Coûteaux, a respected Euro-
sceptic, and was subsequently passed on.

Which demonstrates if nothing else the
value of networking, and I suppose excuses
web surfers a good number of their sins.

But there was an added dimension to all
this for the British observer. David Maclean,
MP, had been briefed on the allegations at
the time they broke, and his Parliamentary
Questions proved revealing, even if the UK
media were at that stage unwilling to bite
further. In a letter from Joyce Quin, then
Europe Minister, dated 9 February 1999, she
confirmed that the BdS was authorised by
the Belgian and Luxembourg governments
to carry firearms, alongside NATO and the
Council of Ministers. Two in-house staff
provided training, supplemented as appro-
priate by the Belgian authorities.

This in itself was disturbing. Van Buit-
enen had made severe allegations of links
between the BdS and the Extreme Right in
Belgium.

Why are these weapons held in the first
place?

“For protective measures, whether
individual (e.g. close protection of Com-
missioners) or collective (e.g. strengthening
access controls for Commission buildings at
times of particular tension).”

Understandable. Half of Europe wants
to lynch a Commissioner. I am sure our
protesting farmers and fishermen will sleep
uneasy. For who determines what the
conditions are for weapons to be carried
and used within the EU buildings?

“The Commission authorities them-
selves.”

Trappings of a sovereign state. Why not?
They have the diplomatic passports already.
The New Vatican must have its sovereign
turf. And what is the nature of this arsenal?

“Sidearms for the arming of individual
staff as well as five collective weapons (three
rifles and two sub-machine guns).”

A novel approach indeed to crowd
control.

Now here is the rub. Joyce Quin, as
Minister of State, had assured a Member of
Parliament, and by dint of this the House
itself, that – and this is quite categorical –
“They are not fitted with performance
enhancers.” That means telescopic sights.
That means silencers.

Whence the importance of the new
translation of Van Buitenen’s book. Because
if you look at the receipt for these firearms,
you see that they come with both.

In other words, the Minister of State,
either by ignorance, or through the Com-
mission deliberately concealing the issue,
misled Parliament.

Now, if we are to believe the rumoured
Commission spin, the BdS boys had some
spare money in their budget and they
thought, well, why don’t we spend up the
rest of the budget allocation on some toys
for the boys, and if there are silencer
attachments then that will reduce the recoil.
But even if you allow them the benefit of the
doubt, you have to ask yourself some pretty
fundamental questions about who is
keeping these people under control.

Certainly not the Commission, and cer-
tainly not Joyce Quin. That leaves only one
other candidate. But even if MEPs have
just established a ‘temporary anti-espionage
committee’, they remain blatantly ignorant
as to security risks a couple of hundred
yards down the road – with effective range
from the goodies within the filing cabinet.
Fat chance, then, of them dealing with the
CIA.

Dr Lee Rotherham is Secretary of Con-
servatives Against a Federal Europe.

Jeremy Bradshaw reviews Paul van Buitenen’s
book Blowing the Whistle on pages 21 and
22.  It is available from all good bookshops or
direct from the publisher, Politico’s. An
advertisement giving details is on page 9.
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