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Solon

I
t was all too predictable: another European
Council; another blow to democracy and freedom.

This time, though, the decisions taken on 14 and 15
December 2001 in Laeken will have an even greater
impact than usual on the peoples of Europe. European
ministers agreed to several major centralising measures
in areas including defence, criminal law, justice and
policing. They also set in motion a Constitutional
Convention which will publish its proposals for a fully-
fledged European constitution by 2003, in time for the
next Intergovernmental Conference in 2004. As our
report on Laeken elsewhere in this issue of the European
Journal demonstrates, the decisions taken by the Council
in the fields of justice and home affairs are truly
revolutionary. The European arrest warrant, which will
not be restricted to fighting terrorists, will overturn
centuries of British tradition and finally begin to strip
the United Kingdom of its ancient common law heritage.
Of course, none of these decisions are truly surprising.
We have been warning for years of the plans for a Corpus
Juris body of European criminal law designed gradually
to supersede national legal systems. The Treaty base for
the European arrest warrant was pushed through with
Amsterdam and hence predates Nice, which has not yet
been ratified in every member state. And as this column
has been arguing since September, the ‘War on Terror’ is
merely a convenient excuse to rush through measures
that have been under discussion for years.

But it is the degree of doublespeak involved that sets
Laeken apart from most recent European meetings. It is
as if Tony Blair had lent his best spin-doctors to the
European Council for the duration of the summit. The
Laeken Declaration, the Presidency Conclusions and its
Annexes all contain carefully planted semi-eurosceptical
statements intended to pull the wool over eurorealist
eyes. While on the one hand the Conclusions proudly
proclaim that Laeken “has provided fresh impetus to
increase the momentum of its integration”, on the other,
the documents ‘acknowledge’ that ‘European citizens’
“expect … more results, better responses to practical issues

Doublespeak at Laeken
and not a European superstate or European institutions
inveigling their way into every nook and cranny of life.”
Thus Tony Blair could ignore the reference in the texts to
a possible European Public Prosecutor and
unashamedly maintain that the EU is becoming more
“pragmatic” under British and French influence. “Of
course Europe should cooperate more closely ... but on the
basis of nations coming together, not some sort of federal
superstate,” he claimed. Jack Straw, the Foreign Secretary,
echoing Blair, opined that the Convention would start to
reverse centralisation. “For example ... we may well see
propositions saying that some powers which are currently
exercised at the centre in Europe should be handed back to
nation states,” Straw claimed on BBC Radio 4’s The World
this Weekend. With the hardcore centraliser Valéry
Giscard d’Estaing in charge of the proceedings, this is
somewhat unlikely, especially given that most delegates
will effectively be taking orders from pro-EU parties and
governments. Straw also predicted “an arrangement
where the framework of decisions is agreed centrally, but
much more of the detail will be left to national
parliaments, so that we don’t end up with the situation we
have got at the moment, where often one size is supposed to
fit all.” Even if this were true – there is no reason to
believe so – it would be almost wholly irrelevant as we
would still have to follow orders, albeit with more leeway
in implementation (after all, Local Education
Authorities can choose their own window cleaners).
Perhaps Jack Straw skipped the section in the Laeken
Declaration that says that “over the last ten years,
construction of a political union has begun and
cooperation been established on social policy, employment,
asylum, immigration, police, justice, foreign policy and a
common security and defence policy.” In other words, the
process of centralisation has merely begun.  In any case, a
hypothetical increase in framework decisions in (say)
regional policy pales into insignificance when set against
the very real loss of an independent national defence, of
independent criminal justice systems and of national
currencies.

A
lthough 2001 has been a mixed year on the
EU front, the European Journal has gone from

strength to strength. It now has a brand new web
site at www.europeanfoundation.org. Our publication
frequency has increased (this is the tenth issue published
this year) and pagination has also increased (each issue
is now 36 pages long; this special bumper number beats
even that). We have carried a diverse crop of articles
from an extremely wide range of writers from across the

ideological spectrum. We take special pride in the fact
that our contributors (as well as our readers) hail from
several continents. The European Journal was also
featured extensively in the press throughout 2001. So,
despite Nice and Laeken, it was not such a bad year after
all.

On behalf of the staff at the European Foundation,
thank you for your support. We wish you a happy and
successful New Year.
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An Insult to Democracy:
The Irish Government Moves the Goalposts

by Anthony Coughlan

T
he effect of the Irish Government’s
new Referendum Bill, published in

Dublin on 12 December 2001, will be to
prevent public money being used fairly
in Irish constitutional referendums. It
abolishes the Referendum Commission’s
function of setting out the arguments for
and against a referendum proposal and
fostering public debate and discussion. It is
an attempt to find a way around the 1995
McKenna judgement of the Irish Supreme
Court, by permitting massive inequality in
publicly based referendum funding through
the public subventions that are now given to
the political parties under legislation passed
in Ireland in October 2001. Because voters
said ‘No’ to the Nice Treaty in the referen-
dum held in June 2001, the Irish Govern-
ment wants to change the referendum rules
to enable it to push through exactly the
same Treaty in a second Nice referendum in
late 2002.

T
his reactionary Bill is further
damning evidence of the mainstream

Irish politicians’ contempt for the Irish
people. The Government did not respect
the people’s ‘No’ to Nice by telling its EU
partners that Ireland did not intend to ratify
this Treaty because the voters had voted
against it. Instead they told the other EU
States to go ahead with ratifying Nice and
that the Government would get the Irish
people to vote ‘Yes’ to exactly the same
Treaty a second time around. The purpose
of today’s Referendum Bill is to make this
easier by changing the referendum rules.

The Referendum Commission’s advert-
isements, which set out the ‘Yes’ and ‘No’
arguments, were the only way in which
citizens on the ‘No’ side in the European,
and some other, referendums could get
significant resources behind their point of
view. In contrast, the political parties
now get massive funding from the
Exchequer, which they may spend in
referendums. A key purpose of this Bill is to
disadvantage hugely ad hoc campaigning
groups, which usually have little money, and
deny them the opportunity of having the
‘No’-side arguments put properly before
citizens and voters, as happens at present
through the Referendum Commission’s
advertisements.

But if the Government’s new Referendum
Bill goes through, citizens will have to rely
solely on the lies, irrelevancies, misleading
statements and spin-doctoring of normal
political party campaigning – what various
newspaper editorials like to term “robust
debate”.

The Government’s contention that it is
impractical to give public money on an
equal basis to both sides in a referendum to
encourage public discussion of an issue is
spurious. It flies in the face of common
sense and of experience elsewhere. The
Government’s adoption of this position in
this Bill and the Bill’s failure to provide for
equal public funding of both sides, means in
effect that the political parties in refer-
endums will have significant public money
given to them to spend, whereas ad hoc
campaigning groups will be denied any help
from public funds. Yet in some referendums
– e.g. Ireland’s ‘moral’ referendums on
abortion and divorce, such non-party
groups are more actively involved than the
publicly funded political parties,

Citizens could still get a fair presentation
of the ‘Yes’ and ‘No’ side arguments in Irish
constitutional referendums if public money
were to be given equally to designated
umbrella groups on both sides, if such
groups exist. This is provided for under

Britain’s current referendum law (The Pol-
itical Parties, Elections and Referendums
Act 2001). The British Government gave
public money to ad hoc campaigning
umbrella groups on both sides in the 1975
UK referendum on EEC membership, and
the scheme worked quite adequately. An
equality regime for giving public money to
both sides exists also in Canada. For such a
scheme to work, a body like the Referendum
Commission (in Britain the Electoral Com-
mission) would have to designate the
umbrella groups on each side as authentic
and as broadly representative of the main
elements on each side in the referendum
contest.

It would also need to lay down rules for
the proper accounting of public money
disbursed, to ensure that it was spent solely
for the purpose of the referendum in
question. In some referendums there would
be no umbrella group, so there would be no
public funding. In others, as in the British
case in 1975, the prospect of obtaining
public funding could be expected to be a
significant inducement for quite disparate
groups on the ‘Yes’ and ‘No’ sides to come
together under the same umbrella and agree
on how the referendum money should be
spent.

A
designated umbrella group could
consist of either political parties and

non-party bodies together; or of non-party
campaign groups only. That could be left to
the umbrella group in question. The latter
would probably be more easily achievable in
practice, especially if political parties have
their own campaigning funds to spend,
some of them publicly provided. A division
of public funds as between the political
parties in proportion to their membership
or voting strength – which would lead to
inequality in spending between ‘Yes’ and
‘No’ – and non-party campaigning groups
on the other, with the latter being required
to spend equal amounts on each side, would
not be in accordance with the McKenna
judgement.

McKenna requires that public money be
equally disbursed between the ‘Yes’ and ‘No’
sides in constitutional referendums, or else
that there should be no public money spent
at all, which of course also means equality.

Whatever criticisms might be made of
their adverts, the ‘Yes’ and ‘No’ arguments
put forward by the Referendum Com-
mission had to be based on the specific
constitutional amendment put before the
people. They could not contain lies,
untruths or irrelevancies, or be ‘spin-
doctored’ in the way advertising by political
parties and other private bodies can be.

The Irish Government

wants to change the

referendum rules to

enable it to push through

exactly the same Treaty

in a second Nice

referendum in late 2002
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But for the political parties simultaneously
to be allowed to spend the public money
they receive for party purposes on refer-
endums, as the new Bill appears to permit, is
a flagrant violation of the Constitution. It is
a blatant attempt to circumvent the
McKenna judgement of the Supreme Court,
which bans direct spending by the govern-
ment to obtain a particular result. Instead
we get indirect spending by the political
parties on an unequal basis, which this
reactionary Referendum Bill allows for. It is
a savage blow to Irish democracy and the
principle of fairness and citizens’ equality in
referendums.

All the Supreme Court did in the 1995
McKenna judgement was to say that it was
unconstitutional of the Government to
spend public money, which comes from
citizens on both sides, to obtain a particular
result in a referendum, that is, a result
favoured by one side. Governments had
spent public money in such one-sided
fashion in the referendums that were held
during the seven-year period 1987–95, but
not in the half-century between 1937, when
the Irish Constitution was first adopted, and
1987, and of course not since 1995.
Following the Supreme Court judgement,
the Government had three possible policy
responses to McKenna.

1 To return to the pre-1987 situation
when political parties and other groups

spent their own money in referendums. In
those days of course, the parties themselves
received no public funding, and so there
was no problem with public money being
spent in a one-sided fashion. Nowadays,
very large amounts of public money are

involved, with the bigger parties getting
most. For the political parties to be allowed
to spend such publicly provided campaign
money on referendums is the height of
unfairness.

2 To allocate public money to
designated umbrella groups on both

sides, when and if such existed, as would
occur in some referendums although not in
others. A public body would need to be
established for the purpose of designating
such umbrella groups as authentic and as
broadly representative of the main interests
on each side. It would have to lay down rules
to ensure that the public funds were
properly spent for purposes of the refer-
endum by those recognised as representing
the umbrella group. This system works in
Britain.

3 To set up a public body like the
Referendum Commission to solicit the

‘Yes’ and ‘No’ arguments from citizens itself,
and to publicise these. This would have the
advantage of ensuring that the arguments
on each side, at least as represented by the
Referendum Commission’s advertisements,
were relevant and genuine. This was the
progressive option which the Government
of the day embodied in the 1998
Referendum Act, which today’s Bill
proposes to abolish. It ensured for the first
time that public resources were used to give
citizens the best case for and against each
referendum proposition, which neither of
the two other policy options listed above
could achieve as satisfactorily.

The Referendum Commission system in
Ireland has never been given a fair chance to

prove itself, however, as the Commission
was given the job of publicising several
different referendums at the same time.
Thus the Commission had to publicise the
Amsterdam Treaty and the Good Friday
Agreement referendums, two complex and
hugely different issues, on its first outing in
1998. It had to publicise three different
referendums, originally intended to be four,
at the time of the Nice referendum in June
2001. Neither was the Referendum
Commission ever given the opportunity of
organising the publicly televised debates
which the 1998 Referendum Act permitted
it to do. The chairman of the Commission,
former Chief Justice Finlay, complained of
the lack of time the Commission had to do
an adequate job at the time of the Nice
referendum. He found little or no support in
the media. Indeed, from the beginning the
McKenna judgement, and the work of the
Referendum Commission itself, were
subject to systematic assault and mis-
representation in some sections of the Irish
media.

T
he Government’s new Referendum
Bill is truly an insult to democracy and

an affront to the will of the Irish people. It is
therefore imperative for democrats all over
Europe to become acquainted with the
dramatic changes currently taking place in
the Republic of Ireland.

Anthony Coughlan is Secretary of the
National Platform in Ireland and a member
of the European Foundation’s International
Advisory Board.

… news in brief
English as she is spoke

Poor Silvio Berlusconi. The 14th richest man in the world has always
been regarded as a bit naff by the professional power-mongers of
Europe’s politico-media class. Now he is in trouble with them again.
Having declared at the beginning of his term in office that he wanted
Italian to concentrate on the three I’s – English, Internet and Enterprise
(inglese, internet, impresa) – it turns out that his web master has not
been following his boss’ advice. The web site of the Italian government
is supposed to be in Italian and English. There is an English translation,
to be sure, but it has evidently been done by one of those software
programmes which translate text word by word. The ministerial
biographies come out as hilarious and unintelligible garbage. The
Minister of the Interior becomes “Minister of the Inside” while the
Minister of the Environment (Ambiente) has become “Minister of the
Atmosphere”. The Youth Front becomes “The Forehead of Youth”, while
the programme has even translated proper names. For instance, the
eminent Italian historian whose disciple, Rocco Buttiglione, is now a

minister, Professor Augusto del Noce, comes out on the web page as
“August of the Walnut”. One minister, Lucio Stanca, studied at a business
school in Milan named after its founder, Luigi Bocconi. This is
translated as “University Mouthfuls” because mangiare un boccone does
indeed mean “to have a bite to eat”. From the same page, we learn that
Minister Stanca is “Conjugated and it has two daughters.” Using a
different pronoun, the text goes on, “In 1965 one has graduated in
Economy near the University Mouthfuls of Milan. Subsequently it has
been name, in 1978 and until 1980, director of branch (office) great
customers to Rome … etc. etc.” One woman minister becomes “Lady Joy
Brichetto” and the head of the Northern League (‘Lega’ for league is
translated as “alloy”) finds his home town of Varese, abbreviation Va.,
translated as “Goes”. The top prizes must, however, go to the positively
Swiftian translation of “Fund,” as in the International Monetary Fund
for which the Italian Foreign Minister Renato Ruggiero worked: it comes
out as “bottom”. Meanwhile, the Prime Minister’s spokesman becomes,
aptly enough, “the megaphone of the president”. [La Repubblica, 8th
December 2001]
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Battling the Currency of Convenience
by Rt Hon. David Heathcoat-Amory, MP

O
n 1 January 2002, 15 billion euro
 notes and 50 billion new coins will

replace national currencies in 12 EU
countries. By the end of February all the
previous national currencies will have been
withdrawn. Euro-world will have arrived.

How will this affect the debate about
whether Britain should join the euro? Will it
create an unstoppable train whose destin-
ation is a single currency for all? Or will it
throw into starker relief the real political
nature of the project?

The changeover to euro notes and coins is
a huge logistical exercise. The new coins
alone weigh some 250,000 tonnes. There
has been a spate of violent robberies
intercepting the deliveries. Bank staff in
France have gone on strike for more pay to
deal with the extra work.

Conversion to the euro affects every
accounting and payroll system in the euro-
zone, together with every cash dispenser,
parking meter, airport trolley and slot
machine.

Sales of luxury cars and boats are
booming as companies and individuals
unload ill-gotten cash piles before e-day.
Winning lottery tickers are being traded
above their face value as vehicles to ‘wash’
currency.

National governments stand to make
large windfall gains from notes and coins
not handed in or exchanged for euros. Since

notes and coins are effectively loans to the
state, failure to cash in old currency is
equivalent to giving a present to the
government by cancelling its liability. The
French government reckons their windfall
gain at over FFr 5 billion, but claims this will
only offset the cost of minting and printing
the new currency. As usual it is small bus-
inesses which will bear a disproportionate
burden of costs, particularly at the retail end
where transactions tend to be in cash.

No one knows exactly how the public will
react to the final arrival of the euro as their
sole means of transaction, pricing and store
of value. Only the Danes have held a
referendum on this issue and they said ‘No’.
In Germany national referendums are
illegal so the D-Mark, Germany’s symbol of
reconstruction and success, will go with
hardly a whimper.

O
f course the euro has existed since 1
January 1999 but only as a ‘virtual

currency’ used chiefly by bankers and
financiers. Next year it will jangle in the
pockets of 308 million people as well as
circulating beyond the EU’s geographical
borders in the old D-Mark zone in central
Europe and the French franc zone in west
Africa. There will be grumbles and
confusion, and also new avenues for fraud
as the €500 note becomes the currency of
convenience for criminals and counter-

feiters. But it will be a fact, and an
irreversible one at that.

The pro-euro lobby has had a hard time
of late. Their currency did an international
belly-flop after its launch in 1999. The
British economy has clearly done better
without the impediments of euro-member-
ship. The predicted ‘loss of influence’ has
been a myth, and contradicted by the war in
Afghanistan where it is our freedom of
action rather than our EU membership
which has counted.

Only two arguments are really used by
euro-enthusiasts – the convenience of trade
and travel in one currency zone, and the
inevitability of Britain joining eventually.

‘Inevitability’ is more of an attitude than
an argument, and a pretty feeble one. It
amounts to little more than saying that
something is good because it’s going to
happen. It defies choice and democracy; but
that is their chosen weapon and the advent
of the euro as a working currency on 1
January will be used to justify it.

The convenience for travellers of having
a single European currency is easily
exaggerated. The tourist who sets off with
£100 and changes it into foreign cash at each
European frontier is a figure of the past.
Credit and charge cards have replaced most
of these cash transactions. The cost of these
banking transactions is falling. Also, euro-
enthusiasts often exaggerate the currency
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costs by including the cost of transferring
the money from A to B, which would have to
be incurred anyway even in the euro-zone.

A generous estimate is that Britain is
paying about 0.1% of GDP in additional
transaction costs from not being in the
euro. This is in line with a European Com-
mission study of 1990. It is the equivalent of
about £1 billion a year, falling gradually as
more competitive banking systems take
over. We can compare this with the
estimated £30 billion national cost of
converting to the euro (House of Commons
Trade & Industry Committee figure). Such a
cost represents an annualised charge of
about £1.2 billion and is therefore, on
balance, a small additional argument for
staying out.

Also, joining the euro is to join a regional
currency, not a world one. The euro/dollar
exchange rate has been particularly weak
and volatile. Therefore trade and travel
outside the EU, which is still over half the
total, would suffer additional uncertainties
and risks.

The convenience argument for the euro is
therefore weaker than it would appear. But
perception is more important than figures.
The existence of a large single currency area
will be a potent new factor in the popular
debate, particularly when the notes and
coins start appearing in parts of the
domestic economy.

But there are plenty of countries
bordering large currency zones which feel
no desire to give up their own currencies.
The Danes in 2000 decided to stay out of the
euro despite the huge magnetic pull of the
D-Mark and the euro.

Canada does 80% of its trade with its
giant neighbour but there is no popular will
to give up the floating Canadian dollar.

There are also many countries in the
world whose citizens gratefully accept US
dollars in payment, but where the existence
of their own domestic currencies is not in
question. Interestingly the one South
American country to have locked into the
dollar at a fixed and ‘irrevocable’ parity is
Argentina which now faces dire economic
and budgetary problems.

This is the time to restate the case against
euro entry, none of which will be altered by
the currency’s debut in January.

T
he euro is a fundamentally flawed
project in which we are invited irrevers-

ibly to give up control of our economy in
return for some ill-defined ‘influence’ over
the economies of other countries. As such it
is a huge economic risk for no perceptible
gain.

Moreover the economic conditions for a
successful currency have still not been
achieved. Wage/price flexibility, labour
mobility and fiscal shock absorbers (all

present in the USA) are either absent or in
retreat in the EU. Economic reform in the
EU is all talk and no action. It is in the slow
lane of the global economy.

The political implications are ignored or
denied by the government here. It takes
continental politicians to point out the real
implications of euro membership: “There is
no example in history of a lasting monetary
union that was not linked to one state.”
(Otmar Issing, Chief Economist of the
European Central Bank, 2000)

The pretence that Britain can join the
euro without signing up to the construction
of such a European state is the big lie at the
heart of the euro case.

The debate is essentially about the future
of Britain as a self-governing democracy.
This fact will outweigh the events of January
2002 when the euro will emerge as a
neighbouring currency which we will not
join.

Rt Hon. David Heathcoat-Amory is Conserv-
ative Member of Parliament for Wells. He was
Shadow Secretary of State for Trade and
Industry 2000–01 and is a former Govern-
ment Minister at the Foreign Office (1993–
94) and the Treasury (1994–96). He is a
member of the European Foundation’s UK
Advisory Board.

… news in brief
Pensez-y toujours; n’en parlez jamais

Poland is becoming something of a taboo subject when the delicate
question of EU enlargement comes up. No one speaks openly about
Poland but everyone thinks about it. The fact is that Europe is not ready
to admit Poland and is not ready either to admit this simple truth, for to
do so would be to admit that ten years have gone by while all the big
issues, especially agriculture, have been simply ignored. Of course the
Poles themselves will get the blame – which is odd since they have done
everything their Western masters have told them to do for the last
decade. Poland has apparently closed only 19 of its negotiating
“chapters” while Hungary and Cyprus have closed 23 and 29
respectively. All this is bureaucratic waffle, of course, because the fact
that Cyprus has “closed” a certain number of chapters is effectively
irrelevant for as long as there is no solution to that island’s fundamental
problems. But now it is being openly admitted that, horror of horrors,
political considerations – and not just technical ones – are being
allowed to influence the choice of Eastern and Central European states.
For the “closure” of a chapter simply means the transposition of the
relevant bits of the 80,000 pages of EU law onto the national law books.
In reality, of course, few of the candidate states (or the present members,
for that matter) have the wherewithal actually to administer these laws
which therefore languish unenforced on the statute book. Hubert
Védrine, the French Foreign Minister, brought all these unsaid things
slightly into the open recently when he expressed the political view that

Romania and Bulgaria should be admitted as soon as possible even
though they are not usually considered to belong to the 10 states which
the EU pretends it will admit in one go. He also hinted that there might
be some countries among the 10 who may not be ready either – a clear
reference to Poland. Suspicions have also been aroused in Prague,
Warsaw and Budapest that Védrine’s reference to the political need to
integrate Romania and Bulgaria, as a way of stabilising South-Eastern
Europe, may also be a pretext for delaying the whole process. Védrine’s
remarks go against an earlier statement made by Günther Verheugen,
the Commissar for enlargement, that under no circumstances would
Romania or Bulgaria be admitted in the first wave. [Pierre Bocev, Le
Figaro, 29th November 2001]

The Great Game
A senior US State Department official, Justin Friedmen, visited
President Shevardnadze of Georgia on 3rd December, as well as Georgia
energy ministers, to discuss how to protect the planned Baku-Ceyhan
oil pipeline which will carry Caspian oil through Georgia to the South
coast of Turkey. The concern is that the pipeline may be vulnerable to
terrorist attack. [RFE Newsline, 5th December 2001]

Meanwhile, US and French military officials have obtained from
President Akaev of Kyrgyzstan his agreement to use the Manas
international airport near the capital Bishkek to wage the war on
Afghanistan. Earlier, use of this airbase had been ruled out in favour of
other airports in the country but they proved to be unsuitable. [RFE
Newsline, 5th December 2001]
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The Eradication of Dissent
by Dan Atkinson

S
ome years ago, I lived in a small mews
off Fetter Lane, in the borderlands of the

City and Westminster. A proposal to open a
wine bar in the immediate vicinity led,
predictably enough, to protests, and one
evening a woman arrived at my door to ask
for my signature on a petition opposing the
idea.

I explained as tactfully as possible that I
was unable to sign the petition, as I favoured
the wine-bar proposal, although I well
understood that some of my neighbours did
not. Here the matter should have rested.

The woman concerned did not see it that
way. Why, she asked, could I not be bothered
to sign her petition? She implied that it must
be chronic laziness on my part or a wilful
refusal to get involved in local issues. My
opposition to the basis on which the
petition was being raised did not register at
all – there were people who took seriously
their duties of citizenship (and signed her
petition) and those who ‘just don’t care’. In
her view, it seemed, there was no room for
the notion that someone may ‘care’ on the
other side of the argument.

That evening in the past has been brought
to mind by current developments inside the
European Union, both before and after the
notorious Laeken summit. It has become
commonplace to note that the EU’s ration-
ale for insulating key decision-making from
democratic challenge is the insistence that a
swathe of issues once thought to be political
in nature – i.e. capable of being subjected to
‘for’ and ‘against’ discussion – are, in fact,
technical matters that ought to be settled on
a continent-wide scale by unelected
specialists. A far from exhaustive list would
include competition policy, agricultural
support, transport, the environment and, of
course, the management of the currency,
the European Central Bank being (at pres-
ent) the epitome of the ‘expert’ institution
pursuing unobjectionable and uncontest-
able goals in isolation from national
electorates.

Q
uite why this isolation should be
thought necessary if, as claimed,

‘everybody’ supports the ends towards
which these agencies are working is not
clear. Furthermore, the proposition that an
unelected elite is acceptable provided it is
pursuing ‘scientific’ goals was an old
favourite of the now-defunct Soviet Union.

But there is another, less remarked upon,
side to this coin. As decision making is lifted
out of the democratic arena on the grounds
that the issues concerned are now ‘above
politics’, so hotly-debated political issues
are declared ‘resolved’ once for all and the
‘result’ of this ‘resolution’ is then built into
EU law and the embryonic EU constitution,
with the subject declared closed and any
further discussion pointless.

Thus we learn from assorted EU
declarations that, for example, the union is
built on a marriage of economic dynamism
with social solidarity, that it is defined by
‘openness’, by a continuing commitment to
a rural economy, by the absence of the death
penalty and by an over-riding commitment
to equality among various racial groups and
between men and women.

Having ‘solved’ ancient and contentious
questions of social organisation – questions
that have occupied the finest minds in
western civilisation for thousands of years –
the EU can permanently lay to rest a few
minor points of political debate such as the
Communist dictatorship in China (for),
National Missile Defence (against), a Pal-
estinian state (wildly for it), global warming
(against it, and blame the Americans) and
the war against terrorism (solidly for it as
long as it does not disrupt business).

This is only the beginning. As with the
steady acquisition of powers by the EU’s
centre, so each summit, each convention,
each European Council meeting ‘agrees’
progressively more political issues, closing
the debate and removing them from the
democratic arena, in other words, removing
from electorates (who were never consulted
in the first place) the power to change their
mind.

I
t is eerily reminiscent of the constant
revisions to the ‘newspeak’ dictionary in

George Orwell’s novel Nineteen Eighty-
Four; as more and more words are
destroyed, so the thoughts and ideas that
those words expressed die with them. The
less dramatic consequence of the current
trend within Europe is simply a sort of
compulsory apathy: what point will there be
in campaigning and voting on issues that
are now beyond discussion and beyond
reach? From this perspective, we can see the
likely shape of the ‘pan-European political
parties’ that the authorities in Brussels are

so keen to encourage. As all points of
political principle will have been solved,
these ‘parties’ will all believe much the same
thing. They will resemble the six main
parties in Ireland, all indistinguishable on
policy, all differentiated from each other by
bitter (and irrelevant) memories either of
where each stood in relation to negotiations
with the British before the country’s
independence or of more recent personal
feuds arising from Ireland’s system of
shifting coalition government.

Their urge to power will have nothing to
do with politics (there being no political
issues left to discuss) and everything to do
with carving up the spoils of office. The
governing philosophy will be that of former
Japanese prime minister Tanaka: “Our guys
want cash and positions.”

To be fair to the EU’s architects, such a
system would, at least, answer one of the key
criticisms of the idea of a single European
state, which is that, in the absence of a single
European society and identity, those on the
losing side of any argument will not accept
the result with the good grace that is an
essential prerequisite for the successful
functioning of a democratic state under the
rule of law. As there will be no arguments,
there can be no losing side.

This is of a piece with the EU’s approach
to the ‘problem’ of currency movements
within Europe, which is to abolish the
currencies in the hope of abolishing the
economic differences. That such differences
are merely expressed by the fact of various
currencies, legal systems, political parties
and so forth, rather than created by them, is
a fact of which senior EU chiefs seem
vaguely aware but which they refuse to
acknowledge.

They are uneasily aware also of the
likelihood that these differences, if unable to
express themselves peacefully, through the
abovementioned institutions, will express
themselves chaotically in other ways,
whether that be in vertiginous boom-bust
cycles in parts of the eurozone or in
mounting support for non-mainstream
political movements. It is politically correct
for all sides on the European debate to
express horror at the possibility of this latter
development. Insofar as we are discussing
movements that may be violent and seized
with an irrational hatred of certain racial
groups, such a reaction is praiseworthy. But



8

The European Journal December 2001

Jump to Contents

T
he European Central Bank’s

Monthly Bulletin may not sound the
most promising source of information
about the nature of modern Europe. In fact
Table 5.4, part two, of a recent Monthly
Bulletin contains a devastating indictment
of past policy trends in Britain’s neighbours.
When combined with demographic
projections from the World Bank and the
United Nations, it serves as a drastic
warning about the economic future of the
nations which have introduced the new
single currency.

The data in Table 5.4 of the ECB’s
Monthly Bulletin relate to labour market
indicators in the eurozone. Of particular
interest are figures on the increase in output
per head (or ‘productivity’). In the four
years 1997 to 2000 inclusive productivity
rose on average by 1.3% a year. The figure
for 2001 is not final yet, but the downturn in
business activity cramped efficiency gains
and the likelihood is that productivity was
static. So in the last five years the average
rate of productivity growth was a mere 1% a
year. This compares with over 3% a year in
the United States of America. The causes of
the under-performance can be debated
endlessly, but undoubtedly relevant are the
excessive regulation, high taxation and
labour market inflexibility found in the
eurozone’s members.

T
he sorry truth is that Europe has
experienced a clear and massive decline

in productivity growth over the last 40
years. In the 1960s the then members of the
European Economic Community achieved
productivity growth of over 5% a year, as
they adopted existing technologies from the
USA and tried to catch up with its
productivity levels. Even in the mid- and
late 1970s, after the expansion of welfare
commitments and rises in social security
costs found across the industrial world in
the previous decade, European productivity

growth was almost 3% a year. But the figure
fell to little more than 1% a year in the
1990s.

Productivity is important to economic
advance, but it is not the whole story. The
growth of national output depends on
both the rise in productivity (output per
person employed) and the change in
employment. Fortunately, in the late 20th
century European output increased faster
than productivity because of expanding
employment. Between 1982 and 1999 the
gross domestic product of the European
Union’s fifteen nations went up by over
2¼% a year, whereas GDP per person
employed went up by under 1½% a year.
Evidently, employment rose by about ¾%
a year. If this were to continue as the
eurozone average in coming decades and
if productivity were to maintain the same
pace of improvement as in the late 1990s,
the eurozone’s output would advance by
1¾% a year in the next few decades.
This would be unimpressive, but not a
disaster.

But the outlook for employment in the
first half of the 21st century is much worse
than in the closing years of the 20th century.
There are two fundamental problems. The
first raises deep questions about the place of
women and career choice in modern
societies. In the four large European
economies (Germany, the UK, France and
Italy) – which are representative of the
European Union as a whole – women
accounted for all of the employment growth
in the 1980s and 1990s. In the 1982–99
period male employment fell fractionally,
but female employment climbed from
under 35 million to about 43 million (i.e., by
almost a quarter). Without the jump in
female employment, the output growth in
these four economies – and so, more or less,
of the EU as a whole – would have been
about the same as that of productivity. It
would therefore have been little more than

1½% a year. (Note that the statements in
this paragraph exclude the employment
gains from German reunification.)

(A case can be made that the rise in
female employment is related to the decline
in birth rates. Of course, the decline in the
number of births per woman – which across
Europe is now well under the 2.1 figure
needed for the replacement of the popu-
lation – explains the alarming demo-
graphics to be reviewed in the next few
paragraphs. One possible message for
public policy – that governments should
encourage reduced female participation in
the workforce in order to free up time for
women to raise more children – is of course
a challenge to the cultural norms of our
time. It would be difficult to make in
political debate, however compelling both
the underlying logic and the importance of
the issue at stake, which – in the end – is
nothing less than the survival of the human
race.)

A
n alarming feature of changing
employment practices is that the

proportion of working-age men actually in
employment has been on a downward trend
in Europe since the 1960s. By contrast, in
Japan and (more debatably) the USA the
proportion of working-age men in jobs has
not changed much in the last three decades.
The slide in male participation in Europe
may be attributable to increased
employment taxes to cover the cost of social
security. However, this is a matter of dispute,
as such taxes have not discouraged an ever-
increasing proportion of employment-age
women from finding work. Even in Italy the
proportion of working-age women in
employment increased from just over 30%
in the late 1960s to 40% at the end of the
century. The proportion in Japan and other
European countries was much higher, at
between 55% and 65%, while in the USA it
was 70%.

Europe Faces Economic Stagnation
by Professor Tim Congdon

in the non-politicised EU of the future, in
which all ideological questions have been
permanently settled, anyone wishing to re-
open any of these issues is, by definition,
‘extremist’; as, of course, is anyone
questioning the EU’s right or competence to
resolve them.

That could mean an old-fashioned

socialist, unimpressed by the ‘dynamic’
market economy the EU says is a given of
European life. It could mean a hippy
libertarian opposed to the managed society
the EU says is the necessary counterpart to
that economy. It could mean an anti-
industrial back-to-the-land campaigner.

It could mean anyone.

S
o remember, the next time you hear of
EU proposals to combat ‘political extre-

mists’ – it could be you.

Dan Atkinson is Economics Editor of the Mail
on Sunday.
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The awkward question for public policy
here is whether the rise in female
participation can be maintained in the next
few decades. If the proportion of working-
age women in employment cannot rise
beyond the 55% – 70% band (because
women have to devote some effort to the
tiresome but still vital task of having
children), most of the leading industrial
economies cannot expect any further
output boost from this source. On the
neutral assumption that male participation
now stabilises and that female participation
stays unchanged on a high plateau,
employment growth will be equal to the
demographically determined growth of the
population of working age. Further, if the
population of working age were to remain

unchanged, output growth would approx-
imate to productivity growth. If output per
head were able to advance by only 1% a year
(as in the late 1990s), that would lead to a
trend growth of national output also of only
1% a year.

T
he prospect, over an extended period,
of a mere 1-per-cent-a-year growth in

most European countries’ national output is
unwelcome, but that is not the end of the
bad news. In practice there is a second, very
deep-seated problem threatening future
European economic growth. This is that the
demographic influences on employment
will be adverse, not neutral. Projections
from the World Bank and the United
Nations are that the population of working

age will be falling relative to total
population in all EU nations over the next
30 years. This fall is hardly surprising, given
that the ageing of the population must of
course imply an increase in the ratio of
pensioners to the number of people still of
working age. For some countries (notably
Germany and Italy between 2010 and 2030)
the outlook is particularly bleak. Not only is
the population to be characterised by
ageing and an increasing proportion of
dependents, but the population itself is
expected to fall. As a result, the working-age
population is forecast to drop by ½% – 1% a
year. Almost certainly actual employment
will decline by a similar figure. (By contrast,
the British and French working-age
populations fall only slightly.)

Chart III
Population of the EU’s Four Largest Countries

United Nations’ Projection, 2000 to 2050

Chart II
Ratio of Population of Working Age to Total Population

for the Largest EU countries
World Bank’s Projection, 2000 to 2030

Chart IV
Annual Change in Output per Head of Population

Average projection, 2000 to 2030

Chart I
Annual Change in Productivity

Average for the EU 15 Countries from 1970 to 1999
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Critics of this analysis might object that
these estimates depend on assumptions
about fertility and mortality, and become
increasingly hypothetical in later decades.
They could point out that the World Bank’s
pessimism about Germany – which was
even more extreme in the early 1990s – has
been partly superseded by heavy immi-
gration since then. However, immigration
has not altered Germany’s basic demo-
graphic dilemma, and has had to be
restricted because of the difficulties of
assimilating peoples of different cultures
and religions. Moreover, an immediate
increase in the birth rate would not
invalidate estimates of the working-age
population for the first two of the decades to
come and would aggravate the dependency
problem, as extra children have to be cared
for and educated.

At any rate, no immediate increase in the
birth rate is in prospect in Germany, Italy
and other European countries in demo-
graphic trouble. A trend is a trend until it
stops. Further, it would be just as unwise to
rely on eurozone productivity growth faster
than 1% a year in the next few decades as it
would be on more favourable demographic
developments. The reasonable working
assumption given the facts is that
productivity growth will be just 1% a year. It
follows that, if employment were to contract
on average by ½% a year in the eurozone
over the 40 years from 2010, the growth rate
of national output would be a meagre ½% a
year. There may be quite long periods –
lasting five, ten or even 20 years – when
national output in a major European
country fails to expand. If male
employment were to keep on falling relative

to the number of men of working age, and if
female employment were to stop rising
relative to the number of women of working
age, national output in Germany and Italy
might even fall.

Chart IV overleaf combines the World
Bank’s demographic projections with the
assumptions, first, that employment (E) is a
stable proportion of the population of
working age (W) and, secondly, that output
(O) per employed person grows in the 30
years to 2030 at the same rate as in the late
1990s. Neither of the assumptions is silly,
while the World Bank cannot, by any stretch
of the imagination, be accused of anti-
European bias. The conclusion is that – over
the next three decades – output per head of
population (‘living standards’) rises by
about 1% a year in the UK and France, by a
tiny ½% a year in Germany and by almost
nothing in Italy. Further, were the assumed
trends in productivity and participation to
persist, and were the populations of
Germany and Italy to behave in the manner
projected, there is a distinct possibility that
in the second quarter of the 21st century
Germany’s national output would be static
and Italy’s would be falling.

The statements in the last two paragraphs
might be dismissed as guesstimates. Fair
enough, but all statements about the next
few decades contain an element of guess-
work. In the real world investors, business-
men and indeed politicians have to place
their bets despite the uncertainties. A fair
summary is that trends in demographics,
productivity growth and labour force
participation argue that the underlying
growth rate of eurozone output in the early
decades of the 21st century is unlikely to be

much above 1% a year. The outcome could
be worse, with Germany and Italy having
the greatest difficulties. Demographics are
not wholly to blame for the prospective
stagnation of the eurozone economy, but
they undoubtedly make it worse.

T
he United Kingdom joined the EEC
in January 1973 because of a collapse in

national self-esteem in the post-war period.
This collapse in self-esteem originated in its
economic failure compared with its conti-
nental counterparts, particularly Germany,
France and Italy. The four great European
nations have many similarities, as well as
huge differences, and many people in
Britain felt that they were falling behind in
living standards and international
influence. The UK entered the EEC because
it wanted to achieve the same growth of
output, productivity and living standards as
its neighbours, and to enhance its
international role. The passage of the Single
European Act in 1986 has led to the intro-
duction of the euro and a larger unification
process which threatens the UK’s continu-
ation as a sovereign nation state.

If the British people are asked in a
referendum to replace the pound with the
euro, they will – in effect – be asked to
endorse this unification process. They must
be warned that – if they say ‘Yes’ to the euro
– they will be burying their nation in a
region of policy failure and stagnating
living standards, which will suffer drastic
relative economic decline in the 21st
century.

Professor Tim Congdon is Managing Director
of Lombard Street Research.

… news in brief
Human rights activists attack “new apartheid” in Denmark

With their unfailing capacity for supporting left-wing governments,
human rights activists in Denmark have attacked the new centre-right
government recently brought to power in Copenhagen. The government
is a minority one composed of liberal-centrists from the Venstre party,
led by the new prime minister Anders Fogh Rasmussen, and the
Conservative Party. 12 portfolios go to the former, 6 to the latter. The
government will be supported in office by the Danish People’s Party
whose leader Pia Kjaersgaard led the anti-euro referendum campaign
last September and who is denounced as “worse than Haider” for her
opposition to uncontrolled immigration. It is no doubt partly to take
account of the success of the People’s Party in this election (12% of the
vote) that a new ministry for Refugees, Immigrants and Integration has
been created: immigration was one of the main themes of the Danish
election, as it was also of the recent Australian election which was won
by the very tough anti-immigrant stance of the incumbent Prime
Minister, John Howard. [APA, Reuters, 27th November 2001]

Mesic says war criminal “no problem”
The President of Croatia – and last President of the Socialist Republic of
Yugoslavia – Stipe Mesic has said that the fact that the Deputy Prime
Minister in the Serbian government, General Momcilo Perišic, has been
condemned to 20 years in prison by Croatian courts for war crimes
committed during the Serbo-Croat war, should not be an obstacle to
cooperation between Serbia and Croatia. He said that while Perišic
would not exactly be a “magnet” drawing the two countries together,
there were so many other reasons why they should work together that
one man should not be allowed to get in the way. Mesic was thus
responding to a statement made by the Croatian foreign minister that
Perišic was such an obstacle. Mesic refused to release General Mirko
Norac, currently in custody while facing trial for war crimes committed
against Serbs in Croatia; he also attacked the decision by the municipal
authorities in the town of Zadar to award honorary citizenship to
General Ante Gotovina, who went into hiding recently following a
summons from The Hague to face similar charges there. [Der Standard,
27th November 2001]
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The EU is Making Mergers More Difficult
by John Grimley

I
n late October 2001, top officials from
international antitrust authorities from

the European Union, the US and Canada
announced the establishment of the
International Competition Network (ICN).
The ICN’s stated aim is to provide antitrust
agencies from around the world with a
stronger and broader network for addres-
sing competition enforcement and policy
issues.

As the number of appeals lodged against
the EU for blocking mergers reaches an all
time high and is poised to beat all records in
the next few months, the establishment of
the ICN seems timely for anyone
conducting business in Europe. The ICN
has the strong support of American and
European Union antitrust policymakers
and aims, among other things, to help avoid
additional high-profile mergers being
vetoed by the EU authorities. According to
the Associated Press, in November 2001 the
€1.7 billion ($1.53 billion) Tetra Laval SA
merger was the fifth major deal to be vetoed
in 2001 by the EU. Others include the
proposed combination of SCA and Metsa
Tissue, two Nordic paper manufacturers,
which was blocked on 31 January 2001; of
General Electric Co. and Honeywell
International, two US-based companies,
which was rejected on 3 July; of Schneider
Electric SA and Legrand SA, two French
makers of electrical equipment; and of CVC
Capital Partners Group, a British buyout
firm, and Lenzig AG, a German fibre manu-
facturer, which was rejected on 17 October.

The EU blocked only 13 mergers in the
previous decade, and this unprecedented
burst of activity has drawn increasing
criticism from some business leaders. Prior
to its merger application being turned
down, Tetra Laval chairman Goeran Gross-
kopf said a rejection of his deal now “can
only have a chilling effect on European
industry as a whole and move the Commis-
sion further away from the international
mainstream of merger policy... Potentially
beneficial mergers, which bring economies of
scale and scope, will now be abandoned to the
detriment of European business and Euro-
pean consumers.” Grosskopf also charged
that the Commission was “basing its views
on speculation about future market develop-
ments” similar to the concerns that were
raised in the GE-Honeywell case. Grosskopf
ominously warned that applying the same

“speculative leveraging theory” again could
exacerbate a “growing rift between EU and
US regulators”.

The EU Competition Commissioner,
Mario Monti, has responded by claiming
recently that corporate chieftains are using
the EU as a scapegoat to pull out of deals
that no longer make sense in a declining or
volatile market by declining to meet anti-
trust concerns. “There may be cases where
the least costly way out financially, and in
terms of credibility, may be to see that the
deal is not authorised,” Monti told a Euro-
pean parliament committee last month.
Nevertheless, the controversy surrounding
recent EU competition rulings is surely the
reason why Mario Monti traveled to New
York in early November 2001 to explain to
American executives his views on the future
of EU merger policy.

I
t is important to remember, however,
that while there may be hope of increased

international cooperation in antitrust
policy, EU regulators continue apace to
make mergers in Europe more difficult – in
ways outside the ICN’s remit. For example,
Anna Diamantopoulou, the EU’s Commis-
sioner for Employment and Social Affairs,
has created a new set of proposals that
would limit companies’ rights to make
workers redundant and require job losses to
be considered in EU merger rulings. The
Financial Times reports that the Confeder-
ation of British Industry (CBI) has written
to all 20 EU Commissioners, warning that
her proposals are “highly damaging”. Digby
Jones, Director General of the CBI, said
some of the options in the proposal “adopt
as their essential premise the view that
restructuring is a bad thing. This is quite
wrong … because restructuring is critical to
the process of creating wealth and raising
living standards.” The Confederation of
Swedish Enterprise as well as the Union of
Industrial and Employer’s Confederations
of Europe (UNICE) have also written to
Commission members to express their
concern that the new policy proposals by
Commissioner Diamantopoulou could
impose broad new obligations on business.

The proposals, which have yet to go out to
consultation, contain provisions that would
severely cripple businesses. The provisions
would, inter alia, require job losses to be
justified against options such as cutting

investment or profits; give companies a
duty to ensure the employability of workers
being made redundant; consult local com-
munities; deal with abandoned factories;
consult the employees of sub-contractors;
require the Commission to take job losses
into account in merger rulings; and give
trade unions rights to see material provided
to the competition authorities, including
confidential and market sensitive inform-
ation, and to present a case against mergers
to the competition commissioner.

So while efforts are being made at the
international level to increase consultation
to avoid merger difficulties in the future, the
size and scope of regulations impacting
companies involved in mergers in the EU is
poised to increase dramatically. It is import-
ant to note as well that the EU does not have
a well-defined, coherent body of law for
governing EU merger appeals.

Therefore, bureaucrats within the Com-
mission are creating policy (and heavily
regulating business) in ways which would
not be permitted in countries like the
United States, where a clear path to judicial
review exists for those who wish to appeal
adverse merger decisions.

Company executives must realise that
even if some progress is made on how
countries cooperate in merger actions,
increased domestic EU regulations directly
relating to companies that wish to merge
combined with the lack of any reasonable
judicial review process, may potentially
wipe out any gains made in the ICN process.
Any company contemplating a merger in
the EU, or indeed operating within the EU,
should not be lulled into complacency. New
EU regulatory burdens may arguably negate
any gains made at the international
negotiating table.

In short, while the long-term prospects
for a defined international approach to
Mergers and Acquisitions are good, those
wanting to do business in the EU need good
guidance.

John Grimley served in the George H. W.
Bush White House and now specialises in
European Union regulatory issues for the
London-based public affairs consultancy
Chelgate (www.chelgate.com). He is a
member of the European Foundation’s UK
Advisory Board.
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The EU Backs Down on the CAP at Doha
by Ronald Stewart-Brown

I
f you want to see global international
cooperation at its constructive, mature

21st century best, look no further than the
World Trade Organisation’s Ministerial
Conference in November 2001 at Doha in
Qatar.

There, in just five days of intensive talks,
the WTO’s 142 member countries reached
agreement on a ten page Ministerial Declar-
ation setting out the agenda for a new three
year round of negotiations to reduce world-
wide barriers to trade. Against the worrying
background of a deteriorating economic
situation and war in Afghanistan, not to
mention the fiasco at Seattle in 1999, their
demonstration that the WTO remains in
excellent health was an impressive
achievement. As an added bonus China and
Taiwan are shortly to join their number.

 Established in 1995 following the 1986–
94 Uruguay Round of trade negotiations,
the WTO is the successor to the old ‘GATT’
organisation set up in 1947 by just 23
countries to support the General Agree-
ment on Trade and Tariffs. The GATT/
WTO multilateral trading system has
played a central role in the post-war world’s
unprecedented surge in economic pros-
perity. Over the last half-century the
average industrial tariff between developed
countries has been negotiated down from
around 40 per cent to under 4 per cent.

I
n essence the WTO is no more than a
framework within which member

countries work together in pursuance of
their commitment under the 1994 WTO
Agreements to enable trade to flow as freely
as possible. The WTO’s supreme decision
making body is its biennial Ministerial
Conference, whilst its day-to-day decision
making process is conducted in Geneva by
officials of member country governments.
The WTO Secretariat exists solely to serve
WTO members and has no executive
authority.

At Doha, every country recognised that it
had more to gain than to lose by launching a
new trade round. According to a Michigan
University estimate, cutting trade barriers
in agriculture, manufacturing and services
by a third, a realistic aim for the Doha
Round, would boost the world economy by
over US$ 600 billion (around 2 per cent of
world GDP). The benefit to developing
countries would comfortably exceed the

US$ 43 billion they receive in average
annual aid.

A vast amount of preparatory work was
clearly put in by member countries and by
the WTO Secretariat under the leadership
of Mike Moore, the WTO Director-General.
The Qatar government evidently played a
vital role, both as regards organisation and
security and through the Chairmanship of
Youssef Hussain Kamal, its finance, eco-
nomy and trade minister.

Each country went into the talks with
openly stated positions. Each negotiated
openly, building coalitions and coordin-
ating tactics as it considered appropriate.
Each accepted the need for give and take.
And final agreement was reached not by
voting but by consensus. In other words,
every country put its name to the final
declaration.

By far the biggest issue was the EU’s Com-
mon Agricultural Policy, which accounts for
85 per cent of the world’s agricultural
export subsidies. Lined up against the EU
were the USA, the Cairns Group of
agricultural exporter countries (which
includes Australia, Canada, New Zealand,
Argentina, Brazil, Chile and Uruguay) and
many developing countries. Only at the last
minute did the EU cave in and commit to
negotiations aimed at not only “reductions
of, with a view to phasing out, all forms of
export subsidies,” but also “substantial
improvements in market access” (i.e.
substantial reductions in trade barriers) and
“substantial reductions in trade-distorting
domestic support”.

The EU also got less than it wanted in
other areas. It gained no firm commitment
to negotiations on investment and com-
petition, and it made no progress with
bringing ‘core labour standards’ into the
WTO ambit. Nor did it achieve acceptance
of the ‘precautionary principle’ as grounds
for preventing food imports on suspicion,
rather than proof, of risks to health. But it
did win the right to reject food imports
without label information as to hormone
and GMO content and it did get commit-
ment to negotiations on the relationship
between existing WTO rules and multi-
lateral environmental agreements.

The USA, by contrast, got broadly what it
had aimed for, a narrow immediate agenda
focussing on reducing trade barriers in
agriculture, manufacturing and services.

However, it did have to agree to negotiate on
anti-dumping rules and on its high tariff
rates on textile and clothing products.
Along with the EU, it was also forced to
agree that the TRIPS (Trade-Related
Aspects of Intellectual Property Rights)
Agreement would not be used to prevent
developing countries overriding pharma-
ceutical patents for public health purposes.

The developing countries, better organ-
ised than at Seattle and making effective use
of their numbers, also did well at Doha. In
addition to the concession on pharma-
ceutical patents, they won a much better
deal with developed countries for the
agricultural, textile and clothing products
that typically make up 70 per cent of their
exports.

T
he economic significance of Doha

was great, but the geopolitical sig-
nificance of what went on behind the closed
doors of the EU’s councils and committees
may turn out much greater. For there are
good reasons to surmise that Germany was
not displeased to see overturned the
fundamental deal it made over forty years
ago to assure high prices to French farmers
in exchange for France opening its markets
to German manufacturers.

The EU, negotiating of course as a single
bloc, did successfully insist on including the
face-saving qualification “without pre-
judging the outcome of the negotiations” to its
commitment on agriculture. That enabled
Franz Fischler, the Austrian who serves as
EU Agriculture Commissioner, to describe
Doha as a “magnificent success” and to claim
that the EU had made no firm commitment
to CAP reform. President Chirac, who had
only recently ruled out any reform of the
CAP before 2006, was thus saved public
embarrassment. Other EU politicians will
also be able to deny that any unconditional
commitment to CAP reform has been
made, which will be particularly convenient
in the run-up to next year’s French and Irish
elections.

But the qualification is meaningless. No
negotiations are ever entered into with their
outcome prejudged. In reality the EU is now
committed to radical CAP reform. The
Doha talks would have collapsed but for the
EU’s commitment on CAP reform. Any
future EU attempt to backtrack on its
undertaking at Doha would certainly cause
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the Doha Round to fail. It is inconceivable
that the EU would risk the damage to its
international standing that would result
from that happening, particularly as no pre-
vious GATT/WTO Round, once launched,
has ever failed to reach a successful
conclusion.

The intriguing question is what role
Germany played in the EU’s surrender over
the CAP at Doha. It would not have been
communautaire to take too strong a public
line, but it seems probable that behind the
scenes Germany pushed hard for CAP
reform.

R
epatriation of the CAP did in fact
form part of Chancellor Schröder’s

plan for a future Europe made in the image
of Germany, first published in draft form in
May 2001. CAP reform is widely recognised
as a prerequisite for EU enlargement, the
portfolio responsibility of EU Commis-
sioner Günther Verheugen, who happens to
be German. And the German state interest
does put eastward expansion well ahead of
the prosperity of EU agriculture, even in
France and Bavaria. Furthermore, Renate
Künst, the German Federal Minister for
Consumer Protection, Food and Agri-
culture, has openly questioned whether it is
right for taxpayers in Germany and

elsewhere “to continue to pay billions for this
type of agriculture [i.e. the CAP] either
through Brussels or through national budgets
directly.”

Patricia Hewitt, our Secretary of State for
Trade and Industry, duly claimed credit for
the Ministerial Declaration as a “very good
outcome” for Britain, which “enormously
strengthens our hand in driving through the
reform of the CAP. We have long regarded this
as essential so that British consumers can
benefit from cheaper food prices.”

But British governments have been
talking ineffectually about driving through
CAP reform for many long years. The truth
is that French agricultural protectionism
would never have been overcome at Doha
but for the external pressure on the EU of
the USA, the Cairns Group and certain of
the developing countries. And it would
certainly have helped if Germany did
indeed take a strong line inside the EU’s
closed decision-making process.

The UK has just overtaken France as the
world’s fourth largest exporter of goods and
commercial services, but at Doha the UK
delegation seems to have played no more
than a walk-on role. The British electorate
will never know whether we had any useful
‘influence’ over the negotiating parameters
given to Pascal Lamy, the Frenchman who

as EU Trade Commissioner was chief
negotiator for the EU at Doha.

E
xternal trade policy is in fact the
area of foreign policy over which

Britain has had the longest experience of
‘pooling sovereignty’ as we ceded control
over it to Brussels when we joined the EEC
in 1973. From that experience we should
have been able to observe that the inescap-
able corollary of pooling sovereignty is
ceasing to be a country. But one unfortunate
effect of external trade policy no longer
being a matter of national news is that the
British media only give it limited attention.
Many otherwise well-informed Britons will
therefore have no grasp of the significance
of what happened at Doha.

Ronald Stewart-Brown writes on trade issues
for a number of publications. His briefing
notes for Global Britain on the EU’s trading
relationships with Mexico, Switzerland and
Norway and on the Pan-European
Cumulation System (which effectively created
an industrial free trade zone across the whole
European continent) have been recognised as
significant contributions to the debate on
alternative trading relationships the UK
might have with the EU.

… news in brief
Northern League denounces “European judges”

Umberto Bossi, the leader of the separatist Northern League, a coalition
partner in the Berlusconi government, has lashed out at the prospect of
having a European arrest warrant. “The very thought!” he said in Milan
on 9th December. “It is impossible to hand over a citizen of Treviso … to
a judicial system run by ex-communists and the secret services. Europe,”
he went on, “will have a judicial system only when a European
constitution, approved by the people, comes into being. Mr Berlusconi
should bear this in mind when he meets the Belgian prime minister.”
And, in a barely disguised allusion to the Dutroux affair in Belgium –
Marc Dutroux, a pornographer and child-murderer, has still not been
brought to trial even though he was arrested over five years ago – Bossi
referred to “the meeting to discuss a European judicial area was
discussed, at which there were persons present who in a way have tried
to protect paedophilia.” Meanwhile, another League politician, the
Justice Minister, Roberto Castelli, presented himself as the saviour of the
citizen against the overweening power of Europe by saying, “If I had not
opposed the European arrest warrant, you would all be in danger of
being arrested by some leftie European magistrate – and I assure you
there are many of those – simply because you are here to demonstrate
against illegal immigration.” A few days later Italy caved in. [Danielle
Rouard, Le Monde, 10th December 2001]

Gaullists call for Gaullism
A group of traditional Gaullists have signed a declaration calling on true
Gaullists to vote for the candidate “who most respects the political
choices made by the founder of the 5th Republic”. Without actually

mentioning the name of the former Interior Minister, Jean-Pierre
Chevènement, it is clear whom they mean. They also very explicitly
denounced “the way in which the so-called Gaullist party has
abandoned its traditions” and said quite clearly that they “do not find in
the decisions taken by the President of the Republic (i.e. Chirac) any
respect for the founding principles affirmed by General de Gaulle.”

Signatories include Jean Foyer, former Minister of Justice under de
Gaulle and co-Chairman, with the Shadow Attorney General, Bill Cash,
MP, of the Franco–British Sovereignty Forum; Pierre Lefranc, de Gaulle’s
former chef de cabinet; Étienne Burin des Roziers, former Secretary
General of the presidency of the Republic under de Gaulle; General
Pierre-Marie Gallois, veteran of the Royal Air Force and noted euro-
sceptic; Admiral François Flohic, writer and Academician Jean Dutourd;
journalist Frédéric Grendel (who died just after signing the document,
on 25th November), academic Pierre Dabezies who is already on Jean-
Pierre Chevènement’s strategy committee. Others associated include
Jacques Dauer, President of the Academy of Gaullism, who declared for
Chevènement on 14th October, and the former minister Jean Charbon-
nel, President of Gaullist Action and Renewal. Mr Charbonnel had voted
in favour of Maastricht and the Gulf War, two things to which Chevèn-
ement bitterly opposed, but he has now decided to support the man he
thinks will “restore the authority of the state” and “ensure the return of
the nation”. Sovereignist MEPs like Paul-Marie Coûteaux, Florence
Kuntz and William Abitbol have also declared for Chevènement.

A demonstration was held in Paris on 13 December on the theme of
federation between the various sovereignist groups in France. [Jean-
Louis Saux, Le Monde, 26th November 2001]
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R E S E A R C H
R O U N D U P

by Allister Heath

All Change at Laeken

The Laeken European Council of 14 and 15
December 2001 will doubtless be remem-
bered in years to come as a defining
moment in the story of the construction of
a European state. Although virtually
nobody outside the usual small circle of
civil servants, lawyers, political analysts and
journalists paid any notice, Laeken paves
the way for a number of profoundly revol-
utionary changes in the way the peoples of
Europe are governed. Groundbreaking new
initiatives include the launch of the
European judicial area, for many years now
a pet project of the architects of European
construction; the adoption of an all encom-
passing EU-wide definition of terrorism;
and the launch of a Constitutional
Convention to lay the ground for the 2004
Intergovernmental Conference.

The European Arrest Warrant

On 6 and 7 December 2001, European
justice and home affairs ministers poured
over a draft EU decision on the European
arrest warrant based on a European
Commission proposal previously discussed
in these pages.1  Despite sustained oppos-
ition from an Italian government fearful of
unleashing a raft of political prosecutions,
Prime Minister Silvio Berlusconi eventually
caved in for reasons best known to himself
and a deal was reached on 11 December
2001. As the Council Framework Decision
explains: “Classical co-operation relations
which prevailed so far between member states
should be substituted with a system of free
movement of judicial decisions in criminal
matters both at the pre-sentencing and final
stages within an area of freedom, security and
justice.” In a nutshell, if the European arrest
warrant were applicable to all crimes, it
would mean than whenever a prosecuting
authority in any member state were to
request the surrender of an individual, its
demand would be executed automatically
throughout the EU. The Laeken Council’s
Framework Decision does not go quite that
far. But it represents nevertheless a giant
step towards the complete replacement of
extradition procedures by purely adminis-

trative transfer decisions and effectively
ushers in a single European judicial area.

Crucially, in its final draft, the European
arrest warrant applies to all offences as
follows: prosecutors in each member state
will be able to issue a European arrest war-
rant for any crime punishable by a prison
sentence of over a year or when the alleged
offender has been sentenced to a custodial
sentence or detention order exceeding four
months. For a list of 32 ‘serious offences’ –
punishable by at least three years in gaol –
the surrender of the person does not require
double criminality (that an act be a crime in
both the executing member state and the
issuing member state). For any offences not
on that list, the traditional rule of double
criminality remains applicable – albeit in a
discretionary fashion. In other words, for
those remaining offences, surrender may be
subject to the condition that the acts for
which the European arrest warrant was
issued constitute an offence under the law of
the executing state.

The thirty-two offences which do not
require double criminality are listed as
follows:2

• participation in a criminal organisation,
• terrorism as defined extraordinarily

loosely in the next section of this
Research Roundup

• trafficking in human beings,
• sexual exploitation of children and child

pornography,
• illicit trafficking in narcotic drugs and

psychotropic substances,
• illicit trafficking in weapons, munitions

and explosives,
• corruption,
• fraud, including that affecting the

financial interests of the European
Communities within the meaning of the
Convention of 26 July 1995 on the
protection of the European
Communities’ financial interests,

• laundering of the proceeds of crime,
• counterfeiting of the euro,
• computer-related crime,
• environmental crime, including illicit

trafficking in endangered animal species
and in endangered plant species and
varieties,

• facilitation of unauthorised entry and
residence,

• murder, grievous bodily injury,
• illicit trade in human organs and tissue,
• kidnapping, illegal restraint and hostage-

taking,
• racism and xenophobia,
• organised or armed robbery,

• illicit trafficking in cultural goods,
including antiques and works of art,

• swindling,
• racketeering and extortion,
• counterfeiting and product piracy,
• forgery of administrative documents and

trafficking therein,
• forgery of means of payment,
• illicit trafficking in hormonal substances

and other growth promoters,
• illicit trafficking in nuclear or radioactive

materials,
• motor vehicle crime,
• rape,
• arson,
• crimes within the jurisdiction of the

International Criminal Tribunal,
• unlawful seizure of aircraft/ships,
• sabotage.

Critically, it is possible for the Council of
Ministers to decide to add new offences to
the list at any time, as long as they act
unanimously after consulting the European
parliament as required by Article 39(1) of
the TEU (Amsterdam Treaty).

The Council framework decision adds
that in relation to taxes, duties and customs-
related offences, the European arrest
warrant may not be refused on the ground
that the law of the executing member state
does not impose the same kind of tax as that
of the issuing member state.

The Framework Decision contains a
number of apparently important safe-
guards. Unfortunately, these are wholly
inadequate, if for no other reason than that
they will be ultimately policed by the
European Court of Justice. Point 12 of the
introduction to the Framework Decision
maintains that “nothing in this Framework
Decision may be interpreted as prohibiting
refusal to surrender a person for whom a
European arrest warrant has been issued
when objective elements exist for believing
that the European arrest warrant is issued for
the purpose of prosecuting or punishing a
person on account of his or her sex, race,
religion, ethnic origin, nationality, political
opinion or sexual orientation, or that that
person’s position may be prejudiced for any of
these reasons.”

Article 4(7) states that “the executing
judicial authority may refuse to execute the
European arrest warrant … where the Euro-
pean arrest warrant envisages offences which:

(1) are regarded by the law of the executing
member state as having been committed in
whole or in part in its territory or in a place
treated as the territory of that member state;
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(2) have been committed outside the
territory of the issuing member state and the
law of the executing member state does not
allow prosecution for the same offences when
committed outside the territory of the
executing member state.”

It is thought that legislation allowing for
the EU arrest warrant will be included in
Home Secretary David Blunkett’s bill
reforming extradition and asylum proced-
ures, expected early in 2002. The European
arrest warrant would then come into force
throughout the EU on 1 January 2004.

Common Definition of Terrorism

France, Germany, Italy, Portugal, Greece,
Spain and the United Kingdom are
currently the only EU member states that
classify certain crimes specifically as
terrorist actions, punishable in different
ways from common criminal offences. This
is set to change after Laeken, where
ministers adopted a Framework Decision
“to fight more efficiently against terrorism.”
The relevant press release shows quite
clearly that the EU’s ‘fight against terrorism’
is in reality a natural extension of the new
European legal area: “The European arrest
warrant creates a single security area in
which there are no more national frontiers.
Therefore it is no longer necessary to
extradite a ‘terrorist’ to transfer him/her from
one member state to another.” 3  The
framework begins by introducing a new
definition of terrorism which includes theft,
forgery and extortion. It subsequently sets
minimum sentences for different ‘terrorist
offences’, in a process known as
“approximation’’, as previously reported in
these pages.4

Eurojust

Soon after the Nice Treaty was signed in
December 2000, the Council decided that it
could not be bothered to wait until the new
Treaty was ratified to launch one of its key
provisions. It therefore decided to set up a
provisional version of Eurojust, a new
judicial co-operation unit introduced as
part of the Nice Treaty’s provisions on
justice and home affairs. Eurojust is
generally described by the Commission as a
sort of round table of prosecutors from all
the member states. The so-called pro-
Eurojust began its operations in March 2001
and as of early November had dealt with
more than 180 cases. It is temporarily based
in Brussels.

At Laeken it was decided to launch the
permanent version of Eurojust by the end of

2001. According to the presidency
conclusions, “Eurojust will be a high level
team of senior lawyers, magistrates,
prosecutors, judges and other legal experts
seconded from every EU country, working as
a team in the same place, in the same
building. The new service does not change
national laws nor try to harmonise them in
any way. It will work to help national judges
and prosecutors in cross-border cases,
working alongside the European Judicial
Network (EJN), which became operational in
1998. The EJN is a decentralised network
between EU lawyers and judges working on
criminal cases and tries to help them
exchange information rapidly and effectively,
whereas Eurojust is a central unit. EJN has
specialist contact points in all member states,
which can be contacted and asked for advice.”

The Constitutional Convention

The European Council has appointed the
arch-integrationist former French President
Valéry Giscard d’Estaing as Chairman of
the Convention and Giuliano Amato, the
former Italian Prime Minister, and Jean-Luc
Dehaene, the former Belgian Prime
Minister, as Vice-Chairmen. The choice of
Giscard d’Estaing, a ‘centre-right’ politician
who was ousted from the French Presidency
by the Socialist François Mitterrand in
1981, was the result of a deal between
France and Germany (the Chairman of the
Convention which drafted the Charter of
Fundamental Rights was German). Valéry
Giscard d’Estaing was threatening to stand
in the 2002 presidential elections against
President Jacques Chirac, who jumped on
the opportunity to silence a potentially
irritating critic. Apart from its three
aforementioned leaders, the Convention
will include 15 representatives of Heads of
State or Government (one from each
member state), 30 national parliament-
arians (two from each member state), 16
MEPs and two Commission representatives.
The applicant states will also be able to take
part in the Convention in the same way as
current member states but without voting
rights. The Convention’s Praesidium will
include its Chairman; its two Vice-
Chairmen; the representatives of the three
governments holding the Council
Presidency during the duration of the
Convention; two national MPs, two MEPs
and two Commission representatives.
Observers to the Convention will include
three representatives of the Economic and
Social Committee; three representatives of
the ‘social partners’; six representatives

from the Committee of the Regions (to be
appointed by the Committee of the Regions
from those regions and cities that possess
legislative powers) and the European
Ombudsman. The Presidents of the Court
of Justice and of the Court of Auditors may
be invited by the Praesidium to address the
Convention.

The Convention will hold its first meeting
on 1 March 2002 when it will appoint its
Praesidium and adopt its rules of
procedure. It will sit until 1 March 2003. The
scheduling of the Convention is intended to
give Giscard d’Estaing sufficient time to
present the Convention’s outcome to the
European Council. The final document may
comprise either different options, indicating
the degree of support which they received,
or actual recommendations if the Con-
vention achieved a consensus on a specific
issue.

In the Council’s own words, “the final
document will provide a starting point for
discussions in the Intergovernmental Confer-
ence, which will take the ultimate decisions.”
But although the Convention’s recommend-
ations are not binding, national parliament-
arians, as well as the more sceptical MEPs,
have an unprecedented opportunity to try
and influence the final set of recommend-
ations. Given that the Convention will
examine a series of proposals ranging from
the incorporation of the Charter of Funda-
mental Rights into the Treaties to a directly
elected ‘President of Europe’, sceptical
delegates will have their work cut out.

1 See Allister Heath (2001), “New Measures in

Criminal Justice”, European Journal 9(1): 14-15
(September)which discusses, inter alia, the

Proposal for a Council Framework Decision on
combating terrorism adopted by the European
Commission on 19 September 2001.

2 Proposal for a Council Framework Decision on
the European arrest warrant and the surrender
procedures between member states, Brussels:

Council of the European Union, Brussels, 10
December 2001, see www.euobserver.com/
index.phtml?selected_topic=none&action=

preview&article_id=4597
3 See www.europa.eu.int/comm/justice_home/

news/laecken_council/en/terrorism_en.htm
4 See Allister Heath (2001), op. cit.
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A Banana Republic?
by Vivian Linacre

T
he five ‘Metric Martyrs’, having
lost in their respective Magistrates

Courts, brought a consolidated Appeal to
the London Divisional Court, heard before
Lord Laws and Mr Justice Crane on 20 to 22
November 2001. The case seems bound to
go from there to the House of Lords and
perhaps also to the European Courts. The
constitutional issue is so immense that it
can probably be resolved only at the highest
level. If the Appeal has succeeded, then the
government will be obliged to pursue it
further, if only in deference to the EU.
Moreover, at the domestic level, Sunderland
City Council (which prosecuted the leading
case) is under extreme pressure to seek to
recover its costs to date, exceeding the
astonishing figure of £95,000, which it
cannot do except by spending additional
huge sums of local council-tax payers’
money. Whereas, if the Appeal has failed, the
convicted traders will certainly take it to the
Lords and also to the European Court of
Human Rights.

U
ltimately, therefore, the
forthcoming Judgment – which is

expected to be handed down in mid-
December – is of little consequence, and the
fact that it will be announced prior to
publication of this article is immaterial.

Miss Eleanor Sharpston, QC, who led for
the four respondent local authorities,
appeared to have shifted her ground since
appearing for the prosecution at Sunder-
land. Then she said: “In 1973, having signed
the European Communities Act, the UK
ceased to exist as a political entity.” District
Judge John Morgan, in his Judgment on 9
April, upheld her argument that: “As a once
sovereign power, we have said that we want to
be bound by Community law,” and “It is an
indisputable fact that when Parliament
passed the 1972 Act she intentionally
surrendered her sovereignty to the primacy of
EC law,” and “This country quite voluntarily
surrendered the once seemingly immortal
concept of the sovereignty of parliament and
legislative freedom by membership of the EU,”
and “It would destroy the concept of the
Union if member states could go off on
legislative frolics of their own.”

Yet at this Appeal she insisted that the UK
remained an independent sovereign nation,
and that there was no conflict because all
that had happened was that we had

trying to convince an insurance company
that one’s house is perfectly secure after
announcing that the back door will be kept
permanently wide open!

She’s plainly fudging. Either the UK is
sovereign or it is not. If it is, then the Metric
Regulations of 1994, imposed merely by
Statutory Instrument in compliance with
EC Directives, cannot be held to have over-
turned primary parliamentary legislation –
the great Weights and Measures Act of 1985
which authorised both imperial and metric
units as equal sets of alternatives. If this is
the case, then the Regulations are ultra vires,
null and void, and so the Appeal must
succeed. But if the Appeal fails, because the
UK sovereignty is forfeit, then QC’s are
changed to EC’s and – with reference to
Steve Thoburn’s prosecution – Britain has
become a banana republic.

But that cannot be so. Otherwise, how
could we have taken unilateral military
action in Afghanistan, in support of the
USA and as approved by the UN and NATO,
without reference to the EU? How could we
have done likewise in the Gulf War? How

could we have fought the Falklands
campaign on our own, despite opposition
from our Community ‘partners’ ? Do
District Judge Morgan and Miss Sharpston
dismiss as inoperable the various inter-
national treaties that, as a sovereign state, we
have signed with other sovereign states
since 1973 ?

Both District Judge Morgan eight months
ago and now Lord Laws emphasised that,
although EC law is superior to UK law, our
Parliament can simply withdraw from the
EU by repealing the 1972 ECA at any time.
But how can that be? If Parliament is free to
repeal that Act, then it must be sovereign, in
which case there is no need for it to repeal
the Act! But if it is not sovereign – if the UK
legislature is subordinate – then it cannot
have power to free itself from the superior
legislature! Let us hope that the House of
Lords puts a stop to this fudging.

I
t is worth recollecting that during
the lengthy passage of the European

Communities Bill, absolute assurances were
given that make a nonsense of District
Judge Morgan’s Judgment. Geoffrey Rippon,
co-signatory of the Act that took us into the
EEC, declared (Hansard, 15 Feb. ’72, p. 270),
“The House as a whole may therefore be
reassured that there is no question of this Bill
making a thousand years of British law
subservient to the Code Napoleon”; after the
Lord Chancellor had stated (Command
Paper 3301 on ‘The Constitutional Impli-
cations of British Membership of the EC’),
“There is no reason to think that the impact
of Community law would weaken or destroy
any of the basic rights of individuals under
the law in the UK”; and he declared during
the debates on the Bill (Hansard, 25 July ’72,
col. 1233), “There is nothing in this Bill, I
believe, which derogates from British pride,
from British traditions, from British honour
or … from British sovereignty…”; and he
further (7 August ’72, col. 912), quoted a
dictum of Lord Beswick, as quoted in turn
by Mr Shrimpton, Counsel for the Appel-
lants, “If no statute can establish the rule that
the courts obey Acts of Parliament, similarly
no statute can alter or abolish that rule”; and
again (12 Sept. ’72, col. 291), “it is not
possible to derogate from the sovereignty of
Parliament”; and yet again (12 Sept.,
col.293), “Instead of a written Constitution
we have the sovereignty of Parliament. That

If the UK is sovereign

then the Metric

Regulations of 1994,

imposed merely by

Statutory Instrument in

compliance with EC

Directives, cannot be

held to have overturned

primary parliamentary

legislation

undertaken to absorb EU law into UK dom-
estic law – that the ECA 1972 was passed in
order to provide a vehicle for that purpose.
How that interpretation can be reconciled
with District Judge Morgan’s obiter dicta
remains a mystery; but not nearly so
mysterious as how independence as a
sovereign nation can be reconciled with a
permanent commitment to incorporate
whatever legislation the EU chooses into
our domestic legal system. It is rather like
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is our safeguard”; and finally the great Lord
Denning, in a subsequent judicial interpret-
ation of the Act agreed, “The Treaty [i.e. the
Treaty of Accession which was incorporated
into UK law by the ECA 1972] does not
touch any of the matters which concern solely
the mainland of England and the people in it.
These are still governed by English law.” Yet
the legal validity of the Metric Regulations
depends, as District Judge Morgan’s
Judgment made clear, on the presumption
that UK sovereignty had been sacrificed to
the EEC !

As recently as 5 February 1998, during
a Lords debate on enforcement of
metrication, the Government Minister Lord
Haskel stated (col. 742), “My Lords, of course
the Government do not intend that people
should be locked up simply because they do
not use metric units of measurement… It is
where local authorities find evidence of fraud
or the consumer being misled that such
matters can be brought before the court.” And
again (col. 744), “My Lords, traditionally the
use of fines is directed towards those shop-
keepers who intend to mislead or defraud the
public in some way by mixing up the
measurements they use.” Well, none of the
five convicted traders was accused of any
fraud, and it is only the use of metric units
that misleads the public. So these prose-
cutions were brought by a few exasperated,
gung-ho local authorities, solely as a
warning to the other 20,000 or more honest
retailers who happily continue to serve their
customers in traditional measures.

Naturally, those small businesses were
carefully targeted by their Councils who
assumed they would lack the funds to
defend themselves. It never occurred to
them that, so far from suppressing use of
imperial units, these prosecutions would
cause an explosion of popular outrage and a
massive defence fund. It is now constituted
as a Trust, with independent Trustees,
solicitors, bankers, and several Patrons
including Lord Tebbit, Andrew Roberts,
Christopher Booker, Richard Littlejohn, Sir
Stirling Moss, Elaine Paige, Edward Fox, Sir
Patrick Moore, Zac Goldsmith, myself
(representing British Weights and Measures
Association), et al.. To date, over 15,000

donations have been received from
throughout the world (with no corporate
backers and no major individual bene-
factors), amounting to some £275,000,
which just covers total expenditure, includ-
ing costs of the Appeal and all contingent
liabilities. Obviously, if we go to the Lords
and European Courts, we shall have to raise
as much again. (The address is: Metric
Martyr Defence Fund, PO Box 526,
Sunderland, SR1 3YS)

I
t is imperative that compulsory
metrication is eventually defeated; not

only in the interests of consumers and small
traders, not only for the sake of freedom of
commercial speech and freedom of choice,
not only to preserve an essential part of our
language and cultural heritage, not only
because the imperial system springs from
the same source as the measurement of
music and time – and the mathematics of
the human mind and the computer – but
also, most urgently, in order to demonstrate
conclusively and unequivocally that Britain
remains, de jure as well as de facto, an inde-
pendent, sovereign nation. This will, indeed,
strike at the root cause of the compulsory
metrication process, which never had any-
thing to do with trade or consumer interests
but was always purely political.

It was the Director-General Martin
Bangemann, the EC’s Commissioner for
Industry (one of those who did not get their
jobs back after the Commission resigned en
bloc) who let the cat out of the bag when I
was dealing with him and his Metrology
Unit at Brussels in 1996–7. He explained
that “Britain is in an anomalous position – on
the one hand being a partner in the EU but
on the other hand sharing a common system
of weights and measures with the USA,
thereby gaining an unfair competitive
advantage in transatlantic trade.” Clearly, it
is bad enough that we share a common
language with the world’s super-power –
which the EU can do nothing about – but
our common system of weights and
measures is something that they can deprive
us of. The response from successive British
governments, of course, has been: “Yes, it is
plainly iniquitous that we enjoy the huge

commercial and cultural bonus of a common
system of weights and measures with the
USA, and we must therefore get rid of it.” That
is, indeed, the only possible explanation of
the entire sad history of compulsory
metrication, ever since (a) the statement of
intent in 1965, during the short Parliament
of 1964–66, when Wilson – desperate to
succeed where Macmillan had failed – was
preparing Britain’s second application to
join the Common Market, which de Gaulle
again rejected in 1967, and (b) Heath’s
White Paper on ‘Metrication’ in 1972, coin-
ciding with his finally successful appli-
cation, and (c) the meeting of the Council
of Ministers at Brussels in November 89, at
which the principal metrication Directive
was nodded through; when Britain was
represented, not by Ministers from the DTI
but by the Foreign Office team of Hurd,
Chalker and Maude. As a DTI senior civil
servant once remarked to me: “We here are
forever trailing after the Foreign Office, with
a shovel in one hand and a bucket in the
other, clearing up the messes that they leave
behind.” That is a perfect description of the
compulsory metrication process.

This cannot go on. Short of renegotiating
the Directives (an unrealistic idea), the
BWMA sees three possible ways out:

1 Declaration of a moratorium,
whereby the regulations would remain

in place but enforcement would be
suspended indefinitely, a solution loosely
referred to as the Canadian compromise –
not ideal but an effective stop-gap;

2 The USA solution which is
mandatory dual marking, the two

systems enjoying equal status – which the
BWMA increasingly tends to favour; or

3 Deauthorisation of weights and
measures altogether, leaving regulation

to our copious and robust codes of anti-
fraud and consumer protection legislation.
Meanwhile, the circus moves on.

Vivian Linacre is Director of the British
Weights and Measures Association and
author of A Guide to Customary Weights
and Measures.

… news in brief
Russian central bank: “Don’t buy euros”

The Russian central bank has warned its citizens against acquiring
euros. “We have data that criminal clans may throw onto the market a
large amount of false bank notes, and are asking the population to
refrain from buying euros,” central bank spokesman Aleksandr Yurov

said. Russian citizens are desperately trying to get rid of their $2.5
billion worth of DM and criminal gangs will no doubt wish to exploit
their need to dump the old currency. Yurov said that most Russians
understood the dangers and were therefore buying dollars instead of
euros because “they understand the US is politically more stable than
the 12 states [sic] of the European Union.” [RFE Newsline, 5th Dec. 2001]
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The EU’s Military Ambitions are Arrogant Folly
by John Harrison

O
n 11 September 2001 the world
changed, both in perception and in

reality. The loss of a sense of security, the
ensuing world-wide crackdown on known
and suspected terrorist cells, and the
presence of heavily armed military police in
American airports are all tangible signs of
this new reality. But the biggest indication of
change was NATO’s invocation of Article 5
of its Treaty. Article 5 states in simple terms
that an attack on one member is an attack
on all. This unprecedented action is due to
the quick work of NATO’s Secretary
General, Lord Robertson, and the clear
understanding of America’s allies that this
was a different type of attack. To this writer,
an American citizen living in Europe, this
and so many other simple acts of solidarity
and kindness will never be forgotten. What
one will also remember, however, is the
almost immediate division arising within
the NATO alliance over the practical
implications of the vote, which caused me to
speculate about the future of the European
Army/Rapid Reaction Force.

One of the unsettling aspects of NATO’s
decision was the reaction of several of its
members after the vote was taken. The press
had hardly finished announcing the historic
vote when divisions began to appear.
Germany indicated that it was reluctantly
prepared to meet only the bare minimum
obligations of co-operation (although after
much political drama Germany has recently
come around to full co-operation). Belgium
was not even prepared to go that far, saying
that the vote was little more than a symbolic
show of support. While such behaviour
could hurt the common effort against
terrorism, it also raises some interesting
questions for the future operations of a
European force.

Before turning to these questions it is
important to remind readers what the
‘European Army’ is. When the European
Commission announced its plan to form a
European Rapid Reaction Force it was sold
– in Britain and America, at least – as a
humanitarian and peace-keeping body to
be run separately from, but not in
competition with, NATO. The 60,000-man
force would be able to deploy to any crisis
point within six weeks of its orders to do so,
the Commission claimed. Two types of
questions were immediately raised. First
came the political questions: Is this not an

effort to decouple America from Europe?
Why does Europe need a force separate
from NATO? Since only states have armies,
is this not just a ploy to help bring about a
superstate through the back door? Second
were numerous structural questions, the
most interesting of which was: why would it
take so long to deploy forces? These
questions of course transcend the European
Rapid Reaction Force/European Army issue
and cut right to the heart of what Europe is
trying to become.

Proponents of the European Rapid
Reaction Force (ERRF) are careful to reject
the idea that it is an effort to remove the US
from Europe. They are even quicker to
quash the notion that this is an army, or
even the seeds of an EU Army. In public its
supporters insist this force will be used
solely for humanitarian and peacekeeping
missions. They point to the fact that NATO
did not intervene earlier in the Yugoslavian
crisis and how inappropriate it would be for
a NATO-led force to intervene in places
outside of its jurisdiction. This independent
European force could move more quickly
into these types of conflicts, according to
supporters of the ERRF. Some of its more
clever proponents even justify the ERRF by
stating that it is really Europe finally
showing that it is listening to America and
sharing some of the burden of its own
defence and place in the world. These
commentators recognise the role NATO had
played in the defence of Europe during the
cold war, but argue that different times call
for different approaches. The ERRF, they
claim, would complement NATO by letting
it focus on the larger security issues, while
the ERRF would become the policemen to
the world. There is also a subtle
acknowledgement that the EU’s use of ‘soft
security’ (diplomatic, economic and moral
tools) without credible military support is
useless.

T
he problem with this view is that it
is of course nonsense. The EU misread

the American presidential elections of
November 2000 and took advantage of a
long-term drive (by the French) to create
space between America and Europe.
Following the election of President George
W. Bush, many Europeans thought the Un-
ited States was entering a time of isolation.
While it was not the typical withdrawal

from the world, Europeans interpreted the
Republican Administration’s National Mis-
sile Defence, statements on the Balkans, and
its renunciation of Kyoto as moves by
America away from its role at the centre of
the world stage. The new Administration
was making clear statements suggesting that
it was defining national interests and would
act on those, preferably with America’s allies
but alone if need be. In reality, the
Administration did not desire and was not
calling for the abandonment of America’s
commitment to NATO or Europe.

I
believe that the ERRF is intended to be
the seed of an EU Army. At first its pro-

ponents claimed they would rely on NATO
intelligence and logistics for operations,
which undermines the notion of burden
sharing. The demands this force would
place on NATO will drain resources (and
remember that the airlift and intelligence
support are largely provided by the Anglo-
American contingent in NATO to begin
with). This raises the obvious question: if
one is going to rely on NATO infrastructure
why not just use NATO forces? This then
begs the further question of why the new
force is needed in the first place. Its
proponents then usually respond that they
would need their own planning, intelligence
and lift capabilities, which sounds like the
seeds of a fully-fledged army. When caught
in this conundrum, supporters of the ERRF
stumble for an appropriate non-answer,
which is usually not forthcoming.

The claim that the ERRF would have been
able to deploy faster to the former Yugo-
slavia than NATO is a veiled shot at the
United States and is inaccurate. Although it
is widely claimed that the US was the road-
block to NATO deployment, the fact is that
many other NATO states, such as Germany
and Greece, also objected to using NATO in
the Balkans. When NATO did deploy in
Kosavo, Germany provided token forces,
Belgium refused to supply ammunition,
and the Greeks allegedly leaked targeting
information to the Serbs. And this leaves
unanswered the question of NATO’s right to
intervene in the first place. The EU would
face the same legal questions over
intervention, and it can hardly be argued
that an ERRF would have been any more
effective had it existed. During America’s
intervention in Somalia (which of course
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was not a NATO operation) Italy, a member
of the EU, allegedly supplied various
Somalian militias with intelligence, to
further Italian business interests. Germany,
Greece, Belgium and Italy – all four
members of NATO – will be expected to
contribute to the new force. It is thus fair to
assume that the ERRF would face severe
political problems from day one. This is of
course the core problem for the ERRF and a
fundamental one for the EU.

The real problem with the notion of an
ERRF is that it is a partial and poor attempt
to solve the underlying structural problems
within the EU, which wants the trappings of
sovereign state without being one. The
ERRF deals with one key aspect of a state: its
ability to conduct a foreign and security
policy. As with so much of the EU, it is going
about the question backwards. It is attempt-
ing to develop the tools to implement policy
before it has a policy. The EU recognises
that its soft approach (economic sanctions,
diplomatic isolation, and strongly worded
resolutions) to foreign affairs has little
impact unless it is underpinned by a cred-
ible use (or threat of use) of force. Thus the
common foreign and security policy will be
more effective if it has a military force to
support it. But this misses the point: the
common policy approach is failing due to
the lack of policy. When one tries to get
consensus from 15 independent nations
with diverging national interests on a
common policy position, it usually has to be
the lowest common denominator. The
ERRF will not be able to enforce the EU’s
will because the EU does not know what its
will is.

T
he European Union suffers from a
large inferiority complex. In terms of

economic size, geography and population,
the EU should be a superpower. However its
influence is more in line with that of Japan.
The key reason for this is that the EU is not a
state but rather an intergovernmental
organisation with many of the trappings of
a state. The most recent ornamental
addition is an attempt at a military force.
Many EU members, particularly the French,
recognise that a nation that is dependant on
another state or multinational body for its
defence is in a weakened position on the
world stage. Instead of putting the funda-
mental question of statehood to the voters
of Europe the EU tries to create a state by
stealth. It seems to think that by having set
up a parliament, courts, a currency and an
army, a de facto state now exists, and that

This approach of course marginalises if not
eliminates the need for NATO. A Federal
Republic of Europe would not need to
depend on the United States or the United
Kingdom (if Britain stays out) for its
security, so Europe could do what America
is being accused of, going it alone. But if this
is not the ultimate goal, then why reinvent
the wheel?

As noted above, I believe that one of the
more interesting structural questions is why
it will take so long to deploy the 60,000-man
ERRF. How is it that it will take Europeans
three times longer to deploy 40% fewer
troops in 2002 then it did in 1914? The
reason rests on politics. The world saw how
difficult it was for NATO, a technologically
well-equipped body with 40 years of shared
history behind it, to deploy to Kosovo.

How long would it take for a force relying
on direction from a quasi-state with no
transport capability? It would take the
current European Commission six weeks
just to decide that a problem existed, let
alone that the military was the best solution
to it. Consensus building can be a long
process. On the technological side the lack
of heavy, or any, transport capability (ships
and aircraft capable of moving troops and
equipment to a desired location) makes the
decision even to consider deploying troops
nothing more than symbolic. In contrast
the United States can have combat-ready
airborne troops deployed anywhere in the
world within 72 hours, and even faster if an
amphibious Marine Ready Brigade is close

to the location. This commitment takes
financial resources and political will. But
the will to use force is not demonstrated just
before the troops are committed. Rather, it
is demonstrated annually by the financial
resources dedicated to defence. Despite
claims to the contrary Europe (with the
exception of the UK) just does not seem
willing to spend on defence. If the
individual member states are unwilling to
spend on their existing defence structure,
why does anyone think that the EU will do it
for an entirely new force?

It thus seems that many in the European
Union want to have it both ways. The EU
wants to be treated as a state without
making the sacrifices necessary to become
one. The reason seems clear: there is little
public support for a super-state. In fact
there is little vision underpinning the
concept of a European state. No army will
provide that vision.

Lord Robinson clearly understood what
he was doing when he invoked Article Five.
He grasped the importance of the symbolic
statement of NATO rallying to the United
States, and clearly answered the question
long at the heart of NATO: would the ‘all for
one and one for all’ premise hold? It did. He,
unlike Belgium and Germany, seems to
understand that symbolic power is nothing
unless it is capable of being supported by
actual power. On the international stage
words have meaning, and if you say that an
attack against one is against all, you must
support your words or they will never carry
any force in the future.

I
f some NATO members can not bring
themselves to back words with actions

now, how will a European Army ever be
taken seriously? If the EU is unwilling to
spend on defence now, it will be too late
when force is needed. And if the EU is
unwilling to have a free public debate and
democratic vote on issues such as the
adoption of the single currency and of an
EU constitution, will it do so for funda-
mental issues of war and peace? Until these
basic questions are answered, any call for a
European Army is simply arrogant folly.

John Harrison is a PhD student in the
International Relations department of the
University of St Andrews.

therefore the conditions of a de jure state
must also exist. Thus the peoples of Europe
will have to accept it as a fait accompli,
without having to worry about a messy
election campaign. Since this stealth state
now exists domestically, it has now to be
accepted on the international level as well.

When one tries to get

consensus from 15

independent nations

with diverging national

interests on a common

policy position, it usually

has to be the lowest

common denominator
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Atlanticism First: The US–EU Relationship
by Alex Wieland

I
n his speech of 23 November 2001 to
the European Research Institute in Bir-

mingham, Tony Blair stated grandly that
“Britain’s future is in Europe”. Invoking the
words of the father of European integration,
Jean Monnet, Blair claimed that it was time
for the UK to “adjust to the facts” and
embrace the EU more completely and
decisively.1  Throughout his lecture, he cata-
logued numerous ‘missed opportunities’
from recent history, i.e. moments in the days
of “powdered egg and Empire” when, he
claimed, British policy makers had the
chance to ‘join Europe’ but failed to do so.2

At the same time Tony Blair assured his
listeners that a deepened commitment to
the EU did not mean forsaking the rest of
the world, especially the United States.
Indeed, in the course of his thumbnail
sketch of post-war history, Blair claimed
that by bringing Britain closer to the EU,
and thereby contributing to the overall
strength and unity of Europe, the UK would
be, in fact, satisfying a long-time American
policy objective. Blair implored his
audience to “make no mistake: a strong,
unified Europe that can stand on its own two
feet is what American statesmen from Dean
Acheson to George Bush have also wanted. As
US secretary of State Colin Powell said a
couple of months ago, ‘A strong, united Europe
is good, indeed essential for the United States,
for Europe and for the world.’ ” 3

While accurate in a literal sense, this is
historically misleading. Though Blair is
right to say that American policy has
generally favoured the creation of a tightly
integrated Europe since the early 1950s
(albeit with periodic fluctuations in
enthusiasm), he glazes over US motivations
for seeking such a powerful and cohesive
European unit. He gives the impression that
for the past fifty years the United States
government has sought and supported
European integration completely and
without reservation for its own sake.

In reality, though, American backing was
far less motivated by visions of a federal
Europe than by a desire build up the overall
power of NATO and the Atlantic alliance. As
a result, the US clearly believed it to be in its
national interest to see that Europe was, as
President Dwight D. Eisenhower put it, a
“bastion of strength” rather than a “cesspool
of weakness”.4  “Weakness,” he argued, “could
not cooperate. Weakness could only beg.” 5

To this end, successive US admin-
istrations have seen (and continue to see)
integration as a useful tool for shoring up
Western political, economic, and military
strength under American supervision.
While public statements often reflected an
enthusiasm for the goal of a United States of
Europe – going as far at times as referring to
building Europe as a “Third Force” – the US’s
‘implicit emphasis,’ to use historian Geir
Lundestad’s term, was always upon the
primacy of the Atlantic framework.6

P
erhaps the best example of this
‘implicit emphasis’ may be found

during the Eisenhower presidency. Coming
in the early days of European integration,
the support of the Eisenhower admin-
istration – and in particular of the President
himself – is often viewed as a key force
behind ‘Europe’s’ early development. Lun-
destad describes US support for integration
during this period as “remarkable” for its
“strong and direct support”.7  For many
scholars, the period 1953–61 almost was a
golden age of US–European Community
cooperation at both the personal and
political level, an assessment which has
obviously influenced Blair’s words. The
close relationship between the President
along with many of his main foreign policy
advisers, including Secretary of State John
Foster Dulles, and the main proponents of
the European project such as Monnet and
Robert Schuman is often understood to be a
primary factor in winning US support for
European integration.8  Pascaline Winand
argues that on the strength and intimacy of
these friendships, the administration
fostered ambitions held by their continental
associates for a united Europe, a prospect
she asserts Eisenhower “relished”.9

Indeed, a glance at the administration’s
public record both in action and in rhetoric
seems to bear this interpretation out.
Almost immediately upon entering the
White House, Eisenhower and his foreign
policy team actively engaged themselves in
supporting the integration of Europe. They
backed the European Defence Community
(EDC) project which was designed to bring
the armies of Western Europe into an inte-
grated command structure under supranat-
ional control often despite the reservations
of some of the EDC nations, particularly
France. From America’s perspective, this

project would have allowed the Atlantic
alliance to take advantage of West German
military and industrial resources.

Dulles especially was a staunch advocate
of the EDC (it was the “apple of his eye” as
Frederick W. Marks put it), vigorously
pressing the French to ratify the treaties
quickly. Otherwise, he warned, the United
States would be forced to conduct an
“agonising reappraisal” of its continued
political and military presence on the
Continent.10  Though his pleas were
ultimately ignored by the French National
Assembly, which rejected the EDC in
August 1954, the Eisenhower administ-
ration continued publicly to back initiatives
which called for further integration. These
included the creation of the Western
European Union (WEU) on the ashes of the
EDC in 1955, the European Atomic Energy
Commission (EURATOM) in 1957 and the
Treaty of Rome the same year. In numerous
speeches the President hailed these
developments as “blessings for the free world”
and steps toward “the possible building of a
powerful United States of Europe” as a “third
great force in the world,” a “dream,” he
recalled later, “ I hoped to see realised.” 11

H
owever, behind these publicly
displayed sentiments, the admin-

istration privately left no doubt as to the
role a unified Europe would play in relation
to the United States and to the Atlantic
alliance in general. Quite simply, it was
taken for granted that, integrated or not,
Europe would be subordinate to US
direction. The National Security Council
report NSC 162/2, passed in 1953,
stipulated that the US must encourage its
European allies to see that the overall goal
of the Atlantic alliance was “collective
security … rooted in a strong sense of
community of interest and firm confidence in
the steadfastness and wisdom of US
leadership.” 12  Therefore, in the minds of
those in the administration, integration was
to be encouraged when and where it would
facilitate American direction of the Atlantic
alliance.

On defence, Eisenhower believed that
projects like the EDC and EURATOM
should be encouraged because they helped
prevent a potentially destabilising situation
where “everybody [was] acting inde-
pendently.” 13  Moreover, any challenge to the
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Atlantic framework, however small, was
considered unacceptable. Following moves
to make the Western European Union
(WEU) an “inner circle” within NATO in
1957, Dulles circulated a telegram to Amer-
ican embassies questioning the desirability
of such an arrangement. He stated that
“while we have of course no formal objection
[to] WEU discussion [of] political and other
matters of particular interest [to] its limited
membership,” the primacy of NATO in the
“political and military field must be clearly
recognised.” 14

O
n economic matters, Eisenhower
and Dulles were also keen to link

European integration to the broader
transatlantic relationship. Without a doubt,
the US was interested in seeing the creation
of a prosperous Continental bloc, first
through the successful operation of the
European Coal and Steel Community
(ECSC) and later through the Common
Market. Dulles maintained that this would
prevent Europe from becoming “wholly
dependent” upon the US for financial
support, a relationship the Secretary of State
deemed unhealthy.15  Their interest, how-
ever, was largely conditioned by the potent-
ial advantages these institutions could
contribute, not simply to the Europeans
themselves, but “to the strength and cohesion
of the Atlantic area as a whole.” 16

Indeed, by the end of the 1950s, the US
moved to push economic integration
further under the umbrella of the Atlantic
framework. The impetus for this was the
completion of a report for the US Policy
Planning Staff in March 1956, which
predicted that Soviet bloc countries would
outstrip “Western Europe in total output, and
probably by a wider margin in industrial
output” by 1975.17

As a result of this perceived threat to the
strength of NATO, the administration
moved to reorganise the Organisation of
European Economic Cooperation (OEEC),
the agency created by the agreement of 16
European countries in 1947 to deal with

post-war recovery problems from a body
which was exclusively European to one with
a more transatlantic character. By adding
the US and Canada as members and
renaming it the Organisation for Economic
Cooperation and Development (OECD) in
1958, Eisenhower indirectly stipulated that
where European integration lagged in
meeting the requirements of strengthening
the Atlantic alliance, it would have to
subordinate itself to the alliance and accept
greater American involvement in the
process.

It is clear therefore that the nature of the
US–EU relationship is historically far more
complex than Tony Blair claimed in
Birmingham. The Eisenhower admin-
istration’s record on the European issue
shows that for the US, the integration and
federalisation of Europe was something that
was not necessarily to be pursued solely for
the benefit of Europe and Europe alone.
Instead, in American eyes, the broader
purpose of encouraging integration was to
strengthen the Atlantic community.

I
n both defence and economic

matters, Eisenhower and US foreign
policy makers asserted that projects
encouraging greater European unity should
subordinate themselves to the Atlantic
framework. This position has been
maintained by all successive American
administrations. Therefore, it is not difficult
to believe that plans such as the Rapid
Reaction Force which call for the
development of structures that are clearly
outside of NATO, would cause concern in
Washington, DC. For fifty years, the US has
maintained a controlling interest in its
partnership with its European allies. This is
not a position it will relinquish lightly.
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… news in brief
Eurosceptic Polish politician sacked

The leading Eurosceptic in Poland, Andrzej Lepper, has been evicted
from his post as Deputy Speaker of the Polish parliament, the Sejm. This
comes only weeks after his surprise election to that post, following his
strong showing in September’s parliamentary elections. Those elections
were won by the re-named Communist Party which is obviously now up
to its old tricks. The ostensible reason for Lepper’s removal is that he has
been rude about Communist ministers, in particular by accusing them

of corruption. Lepper had called the Polish Foreign Minister,
Wlodzimierz Cimoszewicz, “a scoundrel”. He also accused the
government of “selling off national property” and said it was incapable
of improving the economic situation in Poland. Finally, he also accused
ministers of taking bribes. [Handelsblatt, 29th November 2001] In
response to these terrible crimes, the youth wing of the governing
Democratic Left Alliance – the former Komsomol – as well as other
“youth groups” have called on journalists to “isolate” Lepper, saying that
he is a threat to Polish democracy. [RFE Newsline, 3rd December 2001]
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BRUSSELSBOURGER

La Reine est Morte

In her final speech to the European Council
as President of the European parliament,
Nicole Fontaine, MEP, (EPP-ED, France)
began by paraphrasing the following quote
from the French writer and politician,
Victor Hugo (1802–1885): “There is one
thing stronger than all the armies of the
world, and that is an idea whose time has
come.” She attacked intergovernmental
cooperation between member sates as a
method which “will constantly founder on
the specific national interests of one member
state or another … [and] merely serve to
undermine the ability of the Union to exercise
political leadership commensurate with its
economic strength.” Instead, she called for
greater use of the “Community method” (i.e.
increased harmonisation) and the creation
of “a defence Europe” because “this will be the
yardstick against which the determination of
the member states to move forward together
and the credibility of the Union will be mea-
sured” (www.europa.eu.int, 14 December
2001). This ambitious yet unsurprising
agenda brings to mind another quote from
Victor Hugo: “When dictatorship is a fact,
revolution becomes a right.”

Vive le Roi

In the New Year, on 15 January 2002, the
European parliament will elect its President
for the second half of its parliamentary
term. The five candidates are, in
alphabetical order: the Danish Chairman of
the group for a Europe of Democracies and
Diversities (EDD), Jens-Peter Bonde, MEP;
the Irish Chairman of the European Liberal,
Democratic and Reform Party (ELDR), Pat
Cox, MEP; the British Vice President of the
European parliament and member of the
Party of European Socialists (PES), David
Martin, MEP; the French Vice President of
the European parliament and member of
the group of Greens/European Free
Alliance (EFA), Gerard Onesta, MEP; and
the French Chairman of the Confederal
Group of the European United Left/Nordic
Green Left (GUE/NGL), Francis Wurtz,
MEP.

Bonde, a member of the European
Foundation’s European Advisory Board,
does not expect to win the contest but he
does hope to highlight the ongoing

discrimination against smaller groups in
the European parliament. In his election
platform, available on euobserver.com,
Bonde argues that the President should be a
neutral chair, not unlike the Speaker in the
House of Commons, and “ought not to act as
a head of state travelling around the world to
meet kings, queens, presidents and prime
ministers.”

This refreshing approach contrasts with
statements made by the other Presidential
contenders. Onesta told the Rapporteur
(3–7 December 2001) that: “Chirac speaks
for France, Shröder speaks for Germany,
but only the President of the European
parliament speaks for the whole of Europe.
The President represents over 370 million
European citizens and has enormous moral
power.” Similarly, in the ‘presidential debate’,
Martin claimed to be the only candidate
with the experience to succeed Fontaine. “I
would point out … that I have negotiated
with heads of state,” he boasted (European
Voice, 29 November – 5 December 2001).
The first shall be last and the last shall be
first.

Is Something rotten?

At the end of November 2001, the hege-
mony of the Danish Social Democrats was
overturned by a coalition of conservatives
and liberals led by Venstre, which means
‘left’ in Danish, but is actually a centre-right
party. During the election campaign, the
new Prime Minister and leader of Venstre,
Anders Fogh Rasmussen, reflected some of
the opinions expressed by the Danish
People’s Party (DPP), a party his minority
coalition government may need to rely on
in the new Parliament, when he displayed
his populist credentials by saying: “we have
to make stricter laws so that fewer foreigners
come to Denmark.” The reaction of the
European elite is captured by Marcellus’
famous line in Hamlet: “Something is rotten
in the state of Denmark.” Only time will tell
but Brusselsbourger hopes that sentiments
expressed in the heat of the election
campaign by all political parties will not
make their way into public policy. What is
interesting for readers of the European
Journal is Rasmussen’s vision of Europe,
which includes the abolition of the
Common Agricultural Policy; reduced

structural and cohesion funds; limits to the
EU’s competence in tourism and cultural
policy; a Commissioner for subsidiarity; the
closure of the Strasbourg parliament; and a
second chamber of national parliament-
arians (European Voice, 29 November – 5
December 2001). This really is a eurosceptic
agenda in comparison to, for example,
Jacques Chirac’s europhile Rassemblement
pour la République (RPR), which has just
joined the European People’s Party (see
www.eppe.org). Brusselsbourger hopes that
the European elite monitors the French
presidential election in May 2002 with the
same degree of interest they showed in the
Danish election this year.

Date for the Diary

Earlier this month, the General Affairs
Council formally agreed to hold the next
European Elections between 10 and 13 June
2004, despite hopes in the European
parliament that they would be brought
forward to May. But do not pen 10 June into
your diary, because Brusselsbourger has a
hunch that the British Government will
hold the election on Sunday 13. Why? The
Government will say that they hope to
reverse the historic decline in turnout for
European elections from its nadir of 24 per
cent in 1999. The real reason will be
compliance with Article 138 of the EEC
Treaty which states: “The Assembly shall
draw up proposals for elections by direct
universal suffrage in accordance with a
uniform procedure in all member states.” In
1999 the Government moved towards the
norm by abandoning our traditional single
member constituency first past the post
system in favour of a closed list
proportional representation system. In 2004
it will adopt the norm of Sunday voting.
Remember, you heard it here first.

Happy New Year

Fontaine finished her speech in Laeken by
wishing the European Council “an excellent
2002, for yourselves, for a united Europe and
for the peoples over whose destiny you
preside.”

Matthew Elliott, a researcher in the European
Parliament, can be contacted at
matthewjimelliott@hotmail.com.

by Matthew Elliott
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The Flawed EU Data Protection Directive
by Aaron Lukas

T
here is a general consensus in the
United States that market incentives

and new technologies will be largely
sufficient to protect privacy and that any
new regulations should be as unobtrusive as
possible. Put differently, if consumers desire
that the information they disclose be used
only for limited purposes, businesses will
compete with each other to attract custom-
ers by giving them what they want. That
approach is often called ‘market regulation,’
and it can lead to some interesting privacy-
enhancing innovations.

By contrast, Europe early on took a more
aggressive, government-centred approach
to regulating the communication of person-
al information. Most recently, the European
Commission drafted the Directive on Data
Protection, intended to harmonise the laws
of the member states. The directive
established minimum standards for the
processing and use of personal data, not
only to ensure that the member states
protect the ‘fundamental right’ to privacy,
but also to prevent member states from
engaging in intra-European trade pro-

tectionism by restricting the free flow of
personal data under the guise of protecting
privacy. As Article 1 of the directive states,
“Member States shall neither restrict nor pro-
hibit the free flow of personal data between
Member States for reasons connected with the
protection [of the right to privacy with respect
to the processing of personal data].” 1

For the directive to obtain the force of law
throughout Europe, it needed to be adopted
by the national legislature of each EU
member. But because no two countries
would be using precisely the same language
– both literally and figuratively – imple-
mentation of the directive would not be
uniform across countries. To smooth out
differences, a European-level advisory body
made up of the national data protection
officials and a representative of the Euro-
pean Commission (the Article 29 working
party) was established to coordinate imple-
mentation and advise the commission,
which could then take additional action as
needed. Thus, the directive authorised an
ongoing, supranational regulatory role for
the commission in an area that had formerly

been entirely the province of national law.
That was only the first jurisdictional impact
of the directive.

In 1995 the directive was formally
adopted by the Council of Ministers of the
European Union. A deadline of October
1998 was set for the formal implementation
of the directive by each member state.
Despite the deadline, several EU member
states, including France and Germany, have
yet to adopt legislation to implement the
directive (although those countries already
have similar data protection laws in place).

T
he directive applies to just about all
‘processing’ of personal data.2 Data

subjects have the right of access to personal
data, the right to know what data are being
collected and for what purpose, the right to
know the identities of all parties that will
have access to the data, the right to have
inaccurate data corrected, the right to
recourse in the event of unlawful proces-
sing, and the right to withhold permission
to use data in certain circumstances (for
example, individuals have the right to opt
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out, without charge, from being sent direct
marketing material). Governments are
exempted from most of the requirements of
the directive, as are “natural person[s] in the
course of a personal or purely household
activity”.3

The rights conferred on data subjects
under the directive are difficult to enforce in
a world where countries do not restrict the
uses of personal information to the same
degree. Once data leave the EU, there is no
way for its member governments to restrict
the number of parties that gain access to the
data or what those parties do with the
information. The global free flow of data
thus undermines the ability of the directive
to control information about European
citizens. Article 25 of the directive attempts
to deal with this problem by restricting the
transfer of information from the European
Union to countries that fail to meet Europe’s
standards for adequate data protection. It is
the Article 25 restrictions that most concern
Europe’s trading partners.

T
he question of exactly what con-
stitutes ‘adequate’ protection is key. The

directive goes far beyond any US data
protection laws, especially in its provision
for opting out of lawful data processing
activities, such as marketing. Although
many companies in the United States
voluntarily allow their customers to opt out
of receiving marketing information – and
the Direct Marketing Association maintains
a master list of people who prefer not to
receive any product pitches at all – such
‘freedom from advertising’ is not
guaranteed by law.4

Such marketing techniques are not only
permissible in the United States, they are
common. For example, an online sporting
goods store based in Arkansas may observe
that some of its customers have an interest
in fishing. Naturally, the store wants to cater
to the customers’ tastes by making them
aware of all the fishing-related products it
carries. The store bases its judgment about
customers on several factors: its record of
tackle sales to various individuals, the
amount of time people spend browsing the
rods and reels section of the company’s Web
site, and the fact that some customers may
subscribe to Field and Stream magazine.
Assuming that such information was not
obtained through force or fraud, and that
no contractual obligation not to share
information was violated, there is no
obvious reason to assign ownership rights
to that information to the data subject

rather than to the party or parties that
collected it. Despite the proliferation of data
protection rules in the United States, such
marketing practices remain legal and are
widely accepted.

Another difference between the United
States and Europe is the legal protection
accorded speech. The ‘rights’ granted to data
subjects under the directive translate into
restrictions on people who want to com-
municate personal information. That result
runs contrary to deeply held American
convictions about free speech and the right
of individuals to express themselves,
protected under the First Amendment to
the US Constitution. Thus, laws intended to
curtail the communication of factual
information that has been legally obtained,
even when that information concerns a
specific individual, have been tightly
restricted as a violation of free speech. So, if
in calling for ‘adequate’ data protection the
directive means that the United States must
mimic Europe’s top-down approach to
privacy regulation at the expense of free
speech, serious disputes are coming. The
tension between free speech and the desire
of individuals to be left alone has greatly
influenced the course of personal data
regulation in the United States.

I
n addition to restricting speech,

the European approach to regulating
personal information is costly. The expense
of offering consumers access to all data that
have been collected about them, for
example, especially information that is
neither sensitive nor critical, would require
companies to make large investments in
new hardware, software, and personnel.
Those costs are passed on to consumers in
the form of higher prices for goods and
services. Although it is impossible to gauge
the full price of such policies, several new
studies have attempted to make ballpark
estimates of the losses. One such study,
conducted by Ernst & Young for the
Financial Services Coordinating Council,
estimated that at least $16 billion worth of
financial services would be lost if EU
privacy standards were adopted for
financial services in the United States. The
study also predicted that bank and insur-
ance customers would be forced to spend an
additional 305 million hours annually on
their personal finances.5 Another recent
report, this one published by the American
Enterprise Institute–Brookings Institution
Joint Center for Regulatory Studies,
concluded that it would initially cost US

firms up to $36 billion to comply with
across-the-board European-style privacy
standards.6

Another, less obvious, cost of the EU-
style privacy regulation may be an end to
free content on the internet. A large number
of Web sites support themselves by
collecting information about their visitors
and then selling that information to
advertisers who want to precisely target
potential customers. A free online fashion
magazine, for example, may collect contact
information from its readers as a condition
of accessing its articles. The collected names
and addresses are then sold to a large cloth-
ing retailer. The retailer sends catalogues to
people on the list, hoping that people who
read online fashion magazines will have an
interest in buying clothes. Selling the inf-
ormation about its readers allows the online
magazine to publish without charging a fee.

Such exchanges of information make
much of the free content on the Internet
viable. If the privacy standards embodied in
the directive are imposed on US companies
via the Article 25 sanctions, those
companies could be required to offer their
services without being able to sell the
information they collect. That would make
many sites unprofitable, and they would
either shut down or be forced to charge for
content.7

Because of those financial and legal
factors, the government’s role in regulating
data exchange in the United States has, with
some notable exceptions, been largely
limited to adjudicating disputes in the
courts and prosecuting cases of outright
fraud by businesses. Given the rapid growth
of electronic commerce in America relative
to other areas of the world, the market-
based approach to regulating personal data
has arguably been a success.

O
f course, material prosperity, and
even free speech, is not valued equally

around the world. It has long been observed
that Europeans weigh the competing values
of free expression and privacy differently
than do most Americans. That difference is
often attributed to the European experience
with totalitarianism and the manner in
which personal information, gathered from
both official and private sources, has been
misused by governments in the past. (The
fact that governments are exempt from
most of the directive is a contradiction that
proponents of this explanation seem to have
missed.) In addition, many Europeans seem
to be more culturally suspicious of corpor-
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ations and ‘big business’ than are their
cousins across the Atlantic. The directive,
while hostile to free speech (and effective
marketing), obviously meets a European
policy preference for restrictions on how
people communicate about one another.
Americans may question the merit of that
preference, but we cannot write European
laws.

Unfortunately, the fact that the directive
may be popular among Europeans does not
make it a well-crafted document or easy to
obey. Though the law lays out general
principles of data protection, those
principles are often so vague as to provide
virtually no guidance about how to comply
with them in the real world. The principles
are also, of necessity, riddled with exempt-
ions that can be interpreted either broadly
or narrowly. The various possible readings
can lead to wildly different prescriptions
about how businesses should behave. The
shortcomings of the directive have been
extensively documented elsewhere and so
will not be covered in detail here.8 One
example should suffice to illustrate the
nature of the problem facing foreign
persons and businesses that are involved
with information transfers to and from
Europe.

Consider the case of a US company that
manufactures, installs, and services
photocopiers for European customers. In
order to avoid costly unnecessary service
visits, the company provides technical
support via telephone and e-mail to handle
problems that do not require a technician.
The call centre and Web site are physically
located in the United States. When a call or
e-mail comes in, technical support person-
nel need to view the account information
and service record of the customer who is
experiencing difficulties.

If that customer is in Europe, the directive
governs the transfer of any records. In
general, Article 25 would prohibit the
transfer of such information from the
European sales office to the US call centre.
The transfer might be allowed, however,
under one of the exceptions listed in Article
26 of the directive. One option might be for
the customer to give permission to transfer
service records at the outset of the call
(Article 26(1)(a)). But if the person making
the call was not the data subject but a part-
time employee working for a small
businessman operating out of his home, the
copier company could not be sure that it
was in compliance with the law. Moreover, if
the company did not provide technical

support to callers who refused to consent to
information transfers, European data
authorities might conclude that consent was
not voluntary. A second option might be for
the business to claim that the transfer of
records outside of Europe is “necessary for
the performance of a contract in the interest
of the data subject” (Article 26(1)(b)). In
that case, the business must worry about
whether all the information transferred is
truly ‘necessary’ to providing the service.
What if the information is merely ‘useful’
but not strictly ‘necessary’? The directive
provides no guidance on such matters.

Because of its lack of clarity, the directive
leaves EU privacy officials with enormous
discretion in enforcing it. This arrangement
is perhaps convenient for European
lawmakers, who are able to claim credit for
‘protecting privacy’ without being held
accountable for the directive’s costs. But
such an approach is a nightmare for the
individuals and organisations that are faced
with the uncertainty of complying with
rules that no one fully understands and that
have, in a sense, yet to be written. Of course,
the inefficiencies and lost economic
opportunities generated by the directive
may be a cost that Europeans are willing to
bear. The question that US policy makers
are still struggling to answer is this: does the
directive go too far in imposing EU law on
the international economy?

T
he directive has potentially profound
extraterritorial effects, as would any

national legislation that sought to regulate
information that crosses borders. Specific-
ally, Article 25 of the directive authorises EU
authorities to halt information transfers to
countries that do not meet European
privacy standards. Critics argue that such
restrictions are imposing, intentionally or
not, Europe’s privacy preferences on other
countries. House Energy and Commerce
Committee chairman Billy Tauzin (Repub-
lican-Louisiana.), for instance, has charged
the European Union with attempting to
force a “de facto privacy standard on the
world.”9 Even members of Congress
sympathetic to the directive tacitly concede
Tauzin’s point but counter that extra-
territoriality is not a problem in this case
and that the United States would be wise to
follow Europe’s lead.10

The extraterritorial nature of the
directive has led to comparisons with Wash-
ington’s Cuban Liberty and Democratic
Solidarity (or Helms-Burton) Act of 1996,
which grants US citizens whose property

was expropriated by Castro the right to sue
in US courts foreign companies and citizens
‘trafficking’ in that property (Title III).11

That right – not granted to US citizens who
may have lost property in other countries –
is problematic because it essentially extends
US jurisdiction to the results of events that
occurred on foreign territory. European
governments have been some of the
strongest opponents of the US effort to
apply its domestic laws beyond its borders.
If the United States is wrong to impose its
will on European companies who defy US
law, critics ask, should not Europe be held to
the same standard?

But the analogy may not be entirely
appropriate. Extraterritorial effects of a law
are not necessarily the same thing as
extraterritorial application. In the case of
Helms-Burton, the primary purpose of the
law is to hold liable foreign companies that
‘traffic’ in Cuban assets that the US
government considers stolen. No connect-
ion to the United States or a US entity need
be established before the foreign company
runs afoul of US law. And once the
provisions of Helms-Burton are violated,
not only can the foreign company be sued
in US court, but the United States may apply
trade sanctions against the company’s
country of residence. Helms-Burton is an
example of the extraterritorial application
of US law because it seeks to directly control
behaviour outside the United States.

The directive, however, is focused mostly
on the behaviour of European companies –
or European affiliates of US companies –
operating within Europe and undeniably
falling within the EU’s jurisdiction. The
directive forbids those companies to
transfer personal data to non-EU countries
that have what EU privacy officials
determine to be inadequate rules regulating
how data can be used. That transfer
restriction will indeed have an impact on
non-EU businesses, but that is not the same
as saying that such businesses are being
unfairly subjected to European law. In this
case, the effect of the directive is
extraterritorial; its application may not be.
This distinction does not necessarily mean
that the directive is good policy, but it does
distinguish it from truly extraterritorial
laws like Helms-Burton.

A
n important question is whether the
directive is consistent with the

commitments made by EU member states
when they joined the World Trade
Organisation. The WTO – and its
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constituting document, the General
Agreement on Tariffs and Trade – commits
signatories to two core principles in matters
of trade: most favoured nation and national
treatment. The most favoured nation
principle means that a country will not
discriminate among its trading partners. In
other words, the highest level of market
openness offered to any one country, the
‘most favoured nation,’ must be offered to
all countries that are party to the GATT. The
national treatment principle means that
once a country grants market access to a
foreign company, that company will be
treated as if it is a domestic firm. Thus,
national treatment would forbid a GATT
signatory from applying different emissions
standards to imported automobiles, for
instance, than are applied to those built
domestically.

T
he directive may violate either or
both of those trade commitments.

Consider the example of two companies
that provide data processing services, one
located inside Europe and the other based
in California. Assume that the companies
have identical data protection policies and
that those policies conform to the
requirements of the directive. Because the
company in California is located in a
country that relies more on market compet-
ition than on government regulation to
protect personal data, potential buyers of its
data processing services within Europe face
the possibility of legal sanction under the
directive if they decide to do business with
the US-based firm. The clear effect of the
directive in this case would be to give a
competitive advantage to the European
provider of data processing services, despite
the fact that the two companies follow
identical data protection procedures. In
other words, the directive may condition
access to the European market on the legal
regime in foreign countries. That would be
akin to a rule saying that cars built in
Detroit could not be imported into Europe
because Michigan has looser air quality
rules than Brussels prefers, even when the
cars in question meet EU emissions
standards. On the surface at least, that
would seem to be a violation of national
treatment.

There is also tremendous room for
discrimination among countries under the
directive. If Canada is deemed to provide
adequate protection for personal data, for
example, while the United States is not, US
trade officials might be able to make a good

case that trade barriers are being applied
arbitrarily, in violation of the most favoured
nation principle. After all, laws do not have
equal results, and it is certainly debatable
whether the European top-down approach
to regulating the use of personal
information actually works as advertised. A
recent study by Consumers International
found that Web sites based in the European
Union are no more – and often less – likely
than are others to meet the directive’s
privacy standards. “Despite tight EU
legislation in this area,” the report states,
“researchers did not find that sites based in
the EU gave better information or a higher
degree of choice to their users than sites based
in the US. Indeed, US-based sites tended to
set the standard for decent privacy
policies.”21 Anecdotal support for the
report’s conclusion is not difficult to find. In
an informal survey of UK-based Web sites
conducted by the author of this article, 10
Web sites that failed to adhere to the
directive’s core requirements of notice and
choice were located in less than 15
minutes.22 Ironically, threats from Europe
and public pressure at home have led most
US companies to post privacy policies on
their Web sites, while few EU companies feel
the need to do so because they are already
bound by broad privacy laws. The result
may be that consumers are better informed
about how data on them are used by
American companies than by European
companies, the opposite of what the
directive was intended to accomplish.

O
bviously, there are discrepancies
between the promise and the reality of

data protection in Europe. It seems
arbitrary to ban businesses from competing
in the European market for information
processing on the sole basis of the manner
in which personal information is safe-
guarded in their home countries, even
though the overall level of protection may
be greater than that which exists in Europe.
It would be akin to a rule saying that hair
dryers could not be imported from the
United States, even though they were not
dangerous to consumers, because US
manufacturers are regulated by Under-
writers Laboratories, a private entity, rather
than by the federal government. How is
such a distinction meaningful if the result is
quality hair dryers? It is doubtful that such a
rule would survive a WTO challenge.
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Why Britain Stayed Out of the EMS in 1978
by Cody Mayoh

F
or more than 250 years until the
breakdown of the Bretton Woods fixed

exchange rate system in 1972, the value of
sterling was fixed either to gold or to the US
dollar, although there was always the option
of devaluation. Following the end of
Bretton Woods, various British Govern-
ments opted to bring ‘stability’ to sterling by
tying or linking the pound in some way to
foreign currencies. In 1972, not long after
the collapse of fixed exchange rates, the
Heath Government attempted to link the
pound to a group of other European cur-
rencies in a system known euphemistically
as the ‘Snake’. Later, in 1977, the Labour
government attempted to ‘cap’ sterling,
fixing it in terms of the value of its exchange
rate index. All of these attempts were
abandoned after fairly short periods of
time. However, if there is one common
thread that runs through the decisions to
opt out of these other arrangements, it is
that there was “conflict between the needs of
UK domestic policy and those of maintaining
the exchange rate”.1

T
his is particularly true in the case
of the European Monetary System

(EMS) plan of 1978–79, which would have
linked the pound to the currencies of other
European Community states in an
integrated exchange rate mechanism. As
with previous attempts to bring the pound
into a supranational arrangement, the EMS
found itself with little support in the United
Kingdom when placed against domestic
political considerations and the general
scepticism of both Labour and the
Conservatives to the implementation of
such an integrated system.

The story of the EMS begins in West
Germany. Early in 1978, Helmut Schmidt,
the then German Chancellor, decided to
propose the creation in Europe of a ‘zone of
monetary stability’. This was intended to
bring ‘order’ to an environment which has
been described by one author as one of
“international monetary reform failure and
of general domestic policy impotence”.2

Schmidt “resented the pressure brought to
bear on the German Government by
countries such as the USA and the UK.” 3  In
his view they had been unable to manage
their own economies successfully and were
seeking relief from their problems in the
expansion of the German economy. This, he

considered, would pose inflationary risks.
Schmidt maintained that West Germany’s
enormous reserves and its current account
surplus were evidence of successful
economic management and, as a result, was
loath to jeopardise his country’s overall
economic stability.4

The monetary zone would be created by
the linking of European exchange rates in a
fixed but adjustable relationship. Like the
now defunct Bretton Woods system, the
EMS made the objective of exchange rate
stability its primary target. To help achieve
this, Schmidt sought to replicate one of the
surviving Bretton Woods institutions, the
International Monetary Fund (IMF) on a
European scale. The European zone of
monetary stability would have its Fund, a
European Monetary Fund (EMF), equipped
with reserves subscribed by its member
states. Its activities would no doubt
resemble those of the IMF. Its purpose
would have been to strengthen the resolve
of governments to embrace economic
prudence, thereby helping to restore calm
when the financial markets turned against
one currency or another. As with the IMF,
one of the functions of the EMF would be to
provide the member governments with
advice, even when it would not necessarily
be welcome.5

In Britain, the Prime Minister, James
Callaghan, could hardly have felt extreme
gratitude towards his friend Helmut
Schmidt for raising the idea of a European
monetary system in 1978. Callaghan lacked
a majority in the House of Commons. He
might face a general election at any time, a
hazard extended by his own failure to take
the initiative and call an election in the
autumn of 1978. And, divided as it was on
almost every subject, there was “no issue on
which the Labour party was so fissiparous as
on Europe”.6

Callaghan endeavoured to argue that the
EMS did not raise ‘European’ questions of
the old kind. There was here, he maintained,
no question of a surrender of sovereignty.
To him, what was under discussion was
simply a proposal for achieving exchange
rate stability, something which had been
widely welcomed under the old Bretton
Woods system. As it could not be revived
under Bretton Woods, we should look at
Europe to see if it offered a comparable
opportunity. This line of argumentation did

not bring the success that the Prime
Minister had hoped for.7

Within his own party, scepticism
regarding European monetary integration
ran deep. Callaghan noted that “many
people in the Labour Party remained
suspicious of what they thought was too close
an entanglement with Europe.” 8  Tony Benn
noted in his diary entry of 1 October 1978
that joining the EMS meant “the greatest
single leap into federalism” the country had
yet contemplated. He argued that the UK
would be “giving up control of our economic
future”, relegating Britain to nothing more
than a “development area within Europe
asking the Germans to pay for our
unemployment”.9  Consequently, Callaghan
felt himself “damned if he did and damned if
he did not.” 10  If he joined the EMS he would
face another ‘European’ crisis in his party. If
he did not he might well face a sterling
crisis. The market could interpret a decision
not to join as evidence of the government’s
lack of confidence in its own currency. And
he faced these miseries for the sake of a
project which he interpreted as having little
to do with European economic integration
but a great deal to do with Schmidt’s worries
about German competitiveness.

C
allaghan’s answer to this multiple
dilemma was to employ a technique

which had previously served him well
during the IMF crisis of 1976. He continued
to support the EMS in his public statements
while holding back on any direct action to
coerce his recalcitrant Labour cohorts in
Westminster. Even when all hopes of terms
acceptable to him had gone, ministers and
civil servants were instructed to continue to
argue and negotiate, as though the UK
membership was really on the cards.

Ostensibly, of course, matters went on as
before. Callaghan continued to claim, not
only in public but also in private, that “Brit-
ain might enter if the terms were right.” 11

When Roy Jenkins, then the President of the
European Commission, expressed sym-
pathy with the Prime Minister’s political
problems during a meeting in London at
the beginning of November 1978, the Prime
Minister insisted that he had no political
difficulties and that if he wanted to join he
would. The government’s Green Paper,
published as late as 25 November, was even
more explicit: “the government cannot yet
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reach its own conclusion on whether it would
be in the best interests of the United Kingdom
to join the exchange rate regime of the EMS
as it finally emerges from the negotiations.” 12

From the middle of October 1978 onwards,
the British government negotiated not to
increase the chances of entry but to reduce
the chances of non-entry.

However, hostility to the scheme began in
the cabinet and extended throughout all the
most important decision-making groups
associated with the Labour Party including
the National Executive Committee (NEC)
and the Trades Union Council (TUC). As
far as Westminster Labourites were con-
erned, their position was made extremely
clear in the second week of November 1978.
One hundred and twenty MPs, constituting
over half of the non-ministerial member-
ship of the parliamentary party, signed a
motion that rejected “any attempt by the
EEC, its institutions or its member states to
assume control of domestic policies through a
new monetary scheme for the community”.13

As for the NEC, which had a meeting with
the Cabinet on 23 October, its hostility,
given the dominance of its ‘left’ wing, could
virtually be taken for granted.14  The TUC’s
position, was that a return to fixed exchange
rates in Europe was desirable as a method of
restoring stability in the international
monetary system. But, as there were
“grounds to believe that the EMS would
operate in a fashion which would inhibit the
growth of some of its members, especially the
weaker members,” 15  the costs of stability
under the system proposed might be too
high.

I
t was not only Labour and its
supporters who believed that the EMS

was a bad idea for Britain. Although a
proportion of the official Conservative
opposition favoured the EMS, the rejoining
of John Biffen to Mrs Thatcher’s team, a
man the lady herself described as a
“courageous critic” of the Heath government,
suggests an overall lack of enthusiasm on
the part of the shadow cabinet.16  In a speech
on 30 October 1978 Biffen argued that
Britain’s entry into the EMS would be quite
incompatible with the free market economy
that the Tories hoped to establish: “I do not
believe it is possible for the Tories to argue for
a liberal economic domestic trade and
monetary policy at Westminster and then
deny those very tenets by their actions in the
European Community.”17

A politically fixed exchange rate could
seriously undermine a monetarist inflation

control policy based on the targeting of the
money supply. Furthermore, closer Euro-
pean integration would have further
reduced the (in any case tiny) likelihood of
reform of the CAP (one of the Opposition’s
policy objectives). In addition, increases in
the Regional fund administered by Brussels
could cause damage and embarrassment to
a Conservative government and the prob-
lems of enlargement increased rather than
diminished by the attempt to impose mon-
etary uniformity. Biffen was widely admired
in the Conservative Party, not least by Mrs
Thatcher herself, and it is difficult to believe
that the leader of the opposition was
entirely unsympathetic to his position.

Therefore, by November 1978, only the
Liberals were prepared to welcome the EMS
unequivocally. At this point, however, they
could have hardly mounted an effective
campaign to counter the other parties’
reservations. Politically, they were a small,
dispirited group. Though their arguments
were bolstered by support from large
sections of the media, the Liberals were not
powerful enough to change the overall
unpopularity of the EMS in the Commons.
Despite arguments in favour of UK
membership advanced by such newspapers
as the Financial Times, the Guardian, the
Daily Telegraph, the Sunday Times, the
Observer, the Sunday Telegraph and, most
notably, The Economist, it was clear by the
end of 1978 that the future prospect of
British involvement in the EMS was indeed
dim.18  While unwilling to completely reject
the system altogether, Callaghan’s initial
enthusiasm for Britain’s entry waned
significantly. Though he maintained later
that his gradual change of heart was “not a
very glorious position” for him personally he
nevertheless felt compelled to change his
stance.19  Pushed by a lack of support in
Westminster and despite the increasingly
insistent demands of French President
Valery Giscard d’Estaing to bring the UK
into line, Callaghan choose to keep Britain
out of the EMS when it was launched in
March 1979.20

I
n conclusion, the rejection of the
European Monetary System in the

autumn of 1978 and spring of 1979 was
mainly due to the reluctance of Britain’s
policymakers to take the UK into a more
federalised relationship with the European
Community. Indeed, when faced with the
possibility of deepening its ties to the
Community, it is clear that domestic
concerns and political agendas were

deemed a higher priority by both Labour
and the Conservatives. Though future
initiatives for tying the pound to
supranational mechanisms would be tried
by later British governments, most notably
the Exchange Rate Mechanism in 1990, the
reluctance of the Callaghan government to
join the EMS marked a significant moment
in the history of Britain’s relationship with
Europe. It proved to be a historical setback
for monetary unification and thus for
political centralisation.
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One Union, One Currency, One Glyph
by David Pollard

A
s the EU’s new currency hits the streetsof the twelve nations who surrendered

to this outbreak of megalomania, it is an
appropriate time to look back five years to
December 1996 when the ‘€’ symbol was
launched. Although the story is only a tiny
part in the history of the EU, it exemplifies

There are a couple of specific require-
ments for a currency symbol. It should sit
nicely alongside numerals without causing
any confusion and it should also occupy a
similar width. Although letters normally
have different widths, all the number glyphs
are designed to take up an identical width
on the page, otherwise they don’t line up
properly when set in columns.

Behold the Euro

W
hen the euro came along, the
European Commission decided that

it needed its own special symbol. The letter
‘E’ was far too mundane. It would seem that
the Commission ignored entirely the
practical issues, either by accident or intent.
They unveiled to the world a logotype: a
tightly specified, unchangeable image
which, according to the instructions
accompanying it, was to be presented
absolutely identically on every occasion.
The practical requirement, which they
ignored, had been for a general description
of the shape – something along the lines of
“A letter ‘C’ with two horizontal lines super-
imposed” would have sufficed – together
with some consideration of how the new
character might be integrated into existing
code sets and equipment.

Perhaps the Commission really did

situation. The following comments are
typical:

“All the proportions of this euro symbol are
specified exactly: the angles to be used in
construction, the proportion between radius
and line thickness and so on. There has been
a lot of discussion in several Internet groups
(news groups as well as e-mail based
discussion lists) about whether that’s
reasonable or not…” 1

“One unusual thing which has been noted
is a concern on the part of the Commission
that ‘the’ glyph to be associated with the
character be ‘the’ one officially ‘approved’ and
‘registered’. But this goes against all normal
precedent for typographic design!” 2

“The design of the euro as supplied by The
European Commission is a logotype and
what they should have supplied was the
design for a character.” 3

The Commission would probably now
say that they produced the logo only as a
design basis, that they had not intended that
it shoud be rendered identically in every
typeface, and that the glyphs in day to day
use were expected to evolve naturally from
it. If this had been their intent, it certainly
was not the impression that they created.

Writing on 20 December 1996, graphics
designer James Souttar quoted details of the
specification.4

the stupidity of bureaucratically
imposed uniformity which crushes
inititiative, enterprise and creativity.
First, though, an explanation of the
background will make the picture
clearer.

Computer Printing

T
ype, which was once blocks of
lead cast with the raised

impression of a character, is
nowadays generated electronically.
The character shapes, or ‘glyphs’ as
they are called, are stored digitally.
They come in sets, for which the
name ‘font’ is still used; and they are
still designed and made in a
‘typefoundry’. Because of practical
limitations in early computer
systems only a limited number of characters
could be made available at any time, either
127 or 255; and often only one font was
available in a single size. Different selections
of characters were needed for different
languages and purposes and the most used
‘code sets’ evolved to become
internationally recognised. Although
Unicode, a recent ‘universal’ code set,
includes tens of thousands of glyphs –
including those for languages such as
Tibetan and Chinese – the older code sets
will continue in wide use for some years yet.
In many it is practically impossible to insert
an extra character, because another would
have to be removed.

In the 1980s, the advent of laser printers,
better computers and graphic video
displays allowed widespread use of different
typestyles. Type became available in almost
as many varieties as handwriting. Each
typeface usually includes matching bold
and italic variants as well as Roman (normal
upright) styles. Some faces come in
‘families’ with a range of weights (degrees of
boldness) and widths, and one family may
look completely different to another. The
essential factor, though, is that although a
glyph’s shape and style may vary
considerably it should be easy to recognise
the character that it represents. And, other

than for zany exceptions, all the glyphs in a
family are carefully crafted to have a
uniform ‘look and feel’. If any characters
depart from the overall style they stick out;
the inconsistency makes the text less
readable.

needed and what real-world
problems should be addressed.
They might have been redesigning
the world, enthralled in games of
second childhood. Or maybe a set
of workaday guidelines on how to
draw a euro glyph and integrate it
into existing equipment and codes
sets – actually a remarkably difficult
task – went beyond their capacity to
envisage.

Typographers were

Not Impressed

W
hatever the reasons

might have been, December
1996 saw the start of a debate in the
IT and typographic communities,
trying to make sense of the

believe that they could make everyone in
the world present the euro symbol
identically every time it was used, to
emblazon their glory. Or perhaps they were
so taken up with the project they just didn’t
bother to enquire about what might be

The euro logo from http://europa.eu.int/euro
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“… there are interim guidelines which
specify exactly how the new symbol may be
used. I quote:

‘The Euro Symbol™ has been specially
drawn to represent the aspirations of the
European Union. It must not be redrawn,
scaled, distorted or altered in any way. It must
only be reproduced from a master original.

‘The Euro Symbol™ may only be used in
sizes of 5mm increments, measured across
measure bar A. For sizes smaller than 40mm,
the small use version must be used. It may not
be used at any size smaller than 7.5mm.

‘The Euro Symbol™ must precede all
figures used to indicate prices. Other arrange-
ments will not be acceptable.

‘The Euro Symbol™ can only be repro-
duced in European Union Blue (PANTONE
281) or Black. It must never be reversed, or
appear in any other colour combinations.’

Watch out, or the corporate identity
manager from … Brussels will reposess your
home…”

His summary is apt:
“Had [the Commission] known what they

were doing (let’s hope the fiscal side of this
project is more competently managed!) they
should have pitched it to a group of type
designers – and the brief should have been to
develop a glyph that could be added to any
type design (as well as handwritten),
including their thoughts about where it was
going to fit with existing character sets and
keyboard layouts. And I’d have expected to
see proposals … where the new glyph was
demonstrated in at least a dozen commonly
used typefaces.”

Events turned out in much the same way
as his suggestion that: “If type designers
establish the look … of the new currency, the
EU committees will have to give way… They
won’t be able to enforce it (except by asserting
that fonts that don’t use it, like crooked
cucumbers, will not meet EU directives – and
this would be ludicrous!).

Erik van Blokland, amongst other
experts, concurred. “The typedesigners of
the world will get their own and better
versions out there… Type design … and …
ANY design should be left to individuals
rather than committees. This does not mean
I’m necessarily a eurosceptic, I just think they
should stick to convening and spending
money and leave the type design to people
that know something about it.”

In what may have been a touch of wry
humour, the Montreal Gazette published the
new euro symbol lying on its back (rotated
90º anticlockwise): the only thing that
had not been included in the logotype

specification was which way up it was to be
printed.

Of course, the Commission tells a
different story:

“The symbol … was created by the Euro-
pean Commission as part of its commun-
ications work for the single currency…
Thirty or so drafts were drawn up internally.
Of these, ten were subjected to a qualitative
assessment by the general public. Two designs
emerged from the survey well ahead of the
rest. It was from these two that the then
President of the Commission, Jacques Santer,
and the European Commissioner in charge of
the euro, Yves-Thibault de Silguy, made their
final choice…

[The symbol] was inspired by the Greek
letter epsilon, harking back to Classical times
and the cradle of European civilisation. The
symbol also refers to the first letter of the word
‘Europe’. The two parallel lines indicate the
stability of the euro.” 5

Better Late than Never

A
s the typographic, computing and
IT industries worked on the real-world

practicalities, EU coordination was handled
by European Standards Committee TC304.6

TC304 members must have become
aware of the confusion and problems that
the euro logo had caused, and of the adverse
reactions from the typographic community.
A year after the logo’s announcement their
response, minuted in the meeting of 1 Dec-
ember 1997, was: “Workshop recommends to
the Informatics Department of the European
Commission that a set of ‘best-practice’
typographic guidelines as regards EURO
SIGN glyph variations be drawn up and
made available, on the Web and elsewhere, to
provide guidance to typographers for
producing fonts supporting the EURO
SIGN.” 7

At last a bit of sense was starting to
appear. They recognised that: “The euro sign
has evolved from the initial logo to also a new
character… As the shapes of the glyphs are
adapted to the respective fonts’ typographic
properties, they are generally narrower than
the logotype shape,” 8 though they did not
mention that it is normal for currency
symbols to match the width of numerals,
nor that this had been pointed out within
days of the launch.

Two for the Price of One

O
ptical character recognition

(OCR) may have been the stumbling
block which finally forced official
acceptance of variation in the euro-glyph.

OCR is widely used to read cheques and
other financial documents. The glyphs in
the international OCR-B typeface are spec-
ifically designed to be ‘machine readable’
with minimal errors. It would simply be
impossible to use the logo. It is a fine irony
that the area in which the unsuitability of
the invariant euro was finally and
conclusively demonstrated was that of
financial services.

Eighteen months after the launch, TC304
had finally admitted that the symbol was
“visually not completely satisfactory. Using a
single horizontal stroke instead of two seems
to result in better (human) readability.” 9 At
smaller sizes or low resolutions the two bars
coalesce, a problem which typographers
had noted from the outset.

So, for inclusion in the OCR-B typeface
“the CEN TC304 team [has proposed] two
variants of the symbol, one with two
horizontal lines as per the preferred symbol
and a simplified one with only a single
horizontal line, which will be somewhat
easier to scan accurately, and which looks
better…” 10

The type foundries and the IT industry
continued with practical implementations,
but the confusion, and presumably
criticism, evidently refused to go away.
At the TC304 meeting on 25 Nov 1998,
“Mike Ksar wanted it minuted that the issue
on whether font designers had freedom to
modify the shape of the Euro Sign was
closed forever.” The meeting’s secretary
noted that “formal and informal replies to the
OCR-B report in N837 seemed to confirm
this.” 11

The whole affair of the euro logo’s
introduction can only be described as
bizarre. It really does seem that the
Commission set out to, and believed they
could, enforce to the last detail the way in
which people worldwide would print the
euro glyph. Fortunately, common sense
practicality won this small battle. Harmony
in print has prevailed over harmonisation.

1 www.interface-ag.com/~jsf/eurofont

_en.html

2 www.evertype.com/standards/euro/

euroglyph.html

3  www.eff.co.uk/euro.htm

4 These seem now to have disappeared from

the EU web site. Souttar’s and van Blokland’s

comments are taken from an archive of

correspondence on www.evertype.com/

standards/euro/eurotypo.html
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Will the Channel Islands Survive?
by Katherine Fennell

T
he Channel Islands’ days as off-
shore financial centres are numbered,

according to the leading pro-EU Peer Lord
(Michael) Heseltine. Their independence
and sovereignty will disappear early this
century, he claimed recently. But the Islands’
most senior politician, Senator Pierre
Horsfall, dismissed Lord Heseltine’s pre-
diction that Jersey’s offshore status will not
survive the 21st century. Lord Heseltine “is
being unduly pessimistic,” according to
Senator Horsfall.

Ever since New Labour came into power
the Channel Islands and the Isle of Man
have been under sustained pressure from
the Organisation for Economic Co-
operation and Development (OECD) and
the European Code of Conduct group,
aided and abetted by New Labour. But just
after the 1997 General Election, the new
Labour government carried out an in-depth
investigation into the performance of each
Island in relation to their respective
financial centres. It was called the Edwards
Report, and the Islands came out with
distinction. In particular, the Report praised
the quality of the Islands’ regulation of their
financial sector.

Despite all of this, the OECD and the
European Code of Conduct Group soon
released interim reports outlining the
measures they wanted the Islands to adopt.
Although these pressures are still very much
alive, the Islands have maintained that
unless countries such as Switzerland, the
USA, Hong Kong and Monaco also all sign
up to the EU and OECD demands, they will
not budge.

As Crown Dependencies under Britain’s
1972 accession Treaty to the EU, the Chan-
nel Islands were guaranteed sovereignty
over their own affairs forever. Recently,
however, Britain, as a fully-fledged EU
member state, agreed to implement the EU
draft directive 2001/400, on the effective
taxation of savings income in the form of

interest payments. The draft directive is
supposedly intended to tackle ‘harmful tax
competition’. Liberal Democrat MEP
Christopher Huhne, who sits on the Eco-
nomic and Monetary Affairs Committee,
said the member states have agreed to put
pressure on the Channel Islands and any
other “relevant, dependent or associated
territories” to adopt these measures. He said
if the Islands were to refuse to adopt rules
allowing the exchange of information and
promoting greater transparency, they would
face major repercussions. In particular, the
transfer of money to and from major
financial centres could be stopped.

The Channel Islands’ Gross Domestic
Product is heavily reliant on their finance
industry, which boasts the second largest
flow of money into the City of London.
Although local governments have denied
that the adoption of EU and OECD rules
would be disastrous for the Islands, it is
difficult to see how an industry that relies so
heavily on its offshore status and ability to
do business confidentially, could survive.
The Islands have so far held their ground,
but for how long and to what extent they
will be able to do this in the future is
unclear.

Senator Frank Walker, the President of
Jersey’s Finance and Economics Com-
mittee, says the Island is not part of the EU
and will therefore not be pushed around.
Senator Walker maintains that anything
Jersey chooses to do will be on its own
terms, and will not compromise its compet-
itive position or strong economy. However,
he admits the Island would have to look at
ways of reflecting the conditions of the
directive. He concedes that Jersey may have
to consider introducing a Withholding Tax,
where savings are taxed at source, making it
more difficult for tax dodgers to hide any
undeclared income. However Christopher
Huhne, MEP, claims that the introduction
of a Withholding Tax is not a realistic alter-

native, considering the damage it would do
to the eurobond markets in the City of
London. The Islands desperately need to
stay off the OECD’s ‘blacklist’ of potentially
harmful tax havens, due to be published at
the end of February 2002. Senator Walker
says Jersey and Guernsey have been in
extensive talks with the OECD and he is
confident they will not be on the list.

In The Last Days of Britain author
Lindsay Jenkins suggests the Channel
Islands are at risk of being subsumed into
the European Union. She warns of a
centralised European dictatorship and
argues that if the Islands are not careful,
taxation will eventually be determined in
Brussels and levied at a uniform EU-wide
rate, ending all the advantages of investing
in the Islands.

I
t seems that the financial stability of the
Islands – indeed their whole future –

hinges on decisions to be taken within the
next two years. Jersey has confirmed that it
will be entering discussions with the UK
about its decision to adopt the draft
directive. In addition, the financial services
industry needs to discuss the issue to try
and find a common industry-wide position.
No doubt the directive will also be
discussed at great length in the States (the
Jersey legislature).

Switzerland and the USA have so far not
committed themselves to the demands of
the international tax harmonisers. Without
them the whole plan could fall apart. But
were those two countries to submit to the
will of the EU and the OECD, the Channel
Islands would find it almost impossible to
continue on their own and could con-
sequently face a bleak future.

Katherine Fennell is a journalist based in
Jersey.

5 www.euro.ecb.int/en/section/euro/

euro.html)

6 www.iso9000.is/tc304/ TC304 was “estab-

lished in 1992 by the European Committee for

Standardisation (Comité Européen de Normalis-

ation, CEN) with the following scope: Standard-

isation in the field of information technology as

applied to character sets, to ensure that

European requirements are satisfied. The work

will be in the areas of the identification,

manipulation and coded representation of

character data and in its input, interchange and

rendition by electronic means. The work

includes other localisation-aspects of Inform-

ation and Communication Technology, such as

string representations reflecting date and time

conventions, currency notations and other

cultural aspects of IT in Europe.”

7 www.iso9000.is/tc304/Euro/eurorec2.html

But it seems no guidelines were ever issued.

8 www.iso9000.is/tc304/Euro/euroreport.html

9 www.iso9000.is/tc304/Euro/N837.pdf

10 www.diffuse.org/oii/en/oiijul98.html

11 www.iso9000.is/tc304/Euro/N871.html

David Pollard is a scientist who runs his own
business in Oxford.
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Winning the Euro Referendum:
a Guide to Public Opinion and the Issues that Affect It

by Mark Leonard and Tom Arbuthnott (eds.),
Foreign Policy Centre, 2001, ISBN 1-903558-06-9, 115pp, £14.95

Reviewed by Edward Vaizey

BOOK REVIEWS

O
ne of my earliest political

memories is the referendum on
whether or not we should remain members
of the Common Market. The referendum
took place on my seventh birthday, and I am
afraid that my political involvement was
limited to collecting stickers to put on my
pencil case. More importantly, during the
course of that campaign, the British
electorate did a collective back-flip. The
vote went from 55% against and 45% in
favour to 67% in favour and 33% against.

The contributors to this collection of
essays published by the Foreign Policy
Centre, Winning the Euro Referendum, hope
to achieve a similar turnaround in fortunes.
They are, mostly, in favour of the euro, and
their essays seek to explore the different
ways in which they can persuade their
fellow countrymen (or should I say Euro-
peans) to do the same. Despite its proven-
ance, this collection is valuable reading for
those of us who will be campaigning against
the euro if, and when, a referendum is held.

Mark Leonard, the suspiciously young
and impeccably Blairite wunderkind and
leader of the Foreign Policy Centre, a think
tank originally conceived to further the war
aims of Robin Cook when he was Foreign
Secretary, identifies nine themes for
eurofanatics to take from these essays. (This
use of odd numbers is strangely reminiscent
of Blair’s seven-point plan to save the world
announced at the Mansion House. Perhaps
it is now a Millbank diktat.) Most are what
one would expect – the need for unity,
reliance on third party advocates and the
necessity to equate political arguments to
people’s everyday experience. To this extent,
the points are valuable to both sides.

Indeed, the essays that analyse the
victories achieved by the ‘No’ campaigns in
Denmark and Ireland are as important for
us to read as they are for the other side.
Mads Overtrup, a Danish professor, and
Tom Arbuthnott, show that campaigns that
were hugely ahead in the polls at the

beginning faltered towards the home
straight and ended up losing. Shades of
1975 for our side, and a reminder of the
need for opponents of the euro to guard
against complacency.

But that is where the concern ends. The
rest of the analysis contains some comfort-
ing theses. The ‘Yes’ vote lost despite being
backed by the entire political establishment,
a backing that will be mirrored in Britain.
Interestingly, as Overtrup points out, unity
in Denmark was a mirage. The parties
campaigning for a ‘Yes’ vote were as
concerned to prevent their rivals’ gaining
any political advantage as they were about
winning the referendum. For this reason,
the campaign was conducted sotto voce and
was much more disunited than appeared on
the surface. Further, many of the political
parties were reluctant to spend their hard-
raised cash on the referendum when the
general election was imminent. It may be
that, despite the overwhelming political
forces stacked in favour of a ‘Yes’ vote in this
country, the unholy alliance of Labour and
Liberal Democrats might lead to discordant
voices and disunity, to our advantage.

Important, too, is to remember that in
both Ireland and Denmark, the ‘No’
campaign was by and large a grass roots
movement. As Overtrup notes, the June
Movement did not contest parliamentary
seats and so could concentrate solely on the
referendum. In Ireland, the grass roots
campaign, unconstrained by any domestic
agenda, could widen the arguments and
carry out guerrilla policy warfare. Although
the Conservative party in the UK has played
a valuable role in marshalling anti-euro
forces it will be vital for the mainstays of the
campaign to be non-political and drawn
from the mainstream of business and public
life.

T
he role of the Conservative party

comes in for some analysis in this book.
There are useful essays on the current state

of public opinion in this country. Despite
some attempts to put a pro-euro stance on
the figures, it is clear that the public remain
firmly pitched against the euro. Both Paul
Whiteley from Essex University and Chris
Huhne try to show that euroscepticism
weakened during the 2001 general election
campaign. In fact, those set on joining
remained set at a firm minority of 15%,
while the don’t knows increased from 38%
to 43%. Other polls cited in the book show
that the number likely to switch from either
side – those in favour and against – remains
roughly equal at 22%. What is undeniable is
that the salience of the issue rose
significantly as a result of the Conservative
campaign. What cannot be extrapolated
from this is that it will necessarily change
opinion significantly one way or the other.

What is clear, then, and what I would
agree with, is that the campaign against the
euro will be long. British public opinion will
be shaped over many months and years.
What is interesting is that nowhere in this
book, apart from perhaps the honourable
exception of Chris Haskins, are clear and
cogent arguments made that will sway the
British public. Most of it, as one would
expect, is airy-fairy nonsense. For example,
Mike Rake from KPMG (a sponsor of this
pamphlet) acknowledges that “the City has
demonstrated its ability to function perfectly
well outside the eurozone”. Nevertheless, he
feels emboldened to suggest that “over the
course of time, there is a real risk that the City
role would start to erode in importance”. No
arguments are marshalled in favour of this
point, save to point out that the Paris and
Frankfurt exchanges have doubled in size
over the last decade. Yes, but. What was their
starting point; and has their success perhaps
been due to inspirational leadership rather
than the euro (the German exchange, for
example, has been much more user-friendly
to start-up companies)? Chris Huhne
suggests that the public will be swung over
by cheaper European goods, without
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acknowledging that the Government’s own
enquiry found few goods were cheaper in
Europe, and those that were were made so
by our high taxes.

It is when the essays get into specifics that
they begin to descend to farce. Claire
Rayner suggests focusing on women’s
magazines as women are more Eurosceptic
than others. Daft suggestions are mooted,
such as the idea that there should be an
independent panel to scrutinise the
arguments put forward by each side. To a
political tradition that is getting used to
stuffing our political institutions with
placemen, I can see the attractiveness.
Come to think of it, may be we should
support it – imagine the years of wrangling
before we are satisfied that the panel is truly
independent.

Chris Powell, from the same family that
gave us Jonathan and Charles, displays the
breezy insouciance of the ad man that he is.
Deploying the argument most favoured by

those who find public opinion against them,
he states that “I’m sure that most [of the
public] respond [to polls] with knee jerk
answers.” This is a deeply unprofessional
approach. Imagine his telling a client whose
focus groups have told him no one will buy
his product “Don’t worry, they’re just knee-
jerk answers!” He displays insufferable
noblesse oblige: “most will see the sense in
joining … everything must be couched in the
language of national gain … the hysterical
noise of ‘save the pound’ … when most people
genuinely engage their brains on the issue …
the thinness of the xenophobes’ case will be
quickly evident.” With this sort of com-
placency at the centre of the ‘Yes’ campaign,
we may have less to worry about.

T
here are lessons to be learned

from this book. The pro-euro lobby is
aware of what a mountain it has to climb. It
is seeking to learn the lessons from failed
campaigns abroad. At the same time, it is

heartening to realise that, though they may
have identified the problem, they are
nowhere near to a solution.

In a month’s time, most of continental
Europe will start using the euro. For both
sides, this is a turning point. The pro-lobby
hope that the British will take the new
currency to heart. We hope that people will
realise that their daily lives will be
unaffected by being outside the euro, and
that they are content simply with the
opportunities that the continental currency
can provide. Nevertheless, the campaign
will begin in earnest next year. If we are to
learn anything from this book, it is to guard
against complacency, stay united and above
all fight from the ground up.

Edward Vaizey is the co-editor of A Blue
Tomorrow, a collection of essays on the future
of the Conservative party. He writes and
broadcasts regularly on the Conservative par-
ty and is a former parliamentary candidate.

Why Mr Blair Will Not Win a Euro-Referendum
by Anthony Scholefield, Futurus, 2001, ISBN 1-903672-01-5, 81 pp, £3.95

Reviewed by Susan Nelson

A
nthony Scholefield has produced a
very useful, cogent and well-written

text outlining the obstacles in the way of the
government in its quest to take Britain into
the euro. This is not another exposition of
the case against monetary union, but one
about strategy. My only real quibble, and it
is only a quibble, with this pamphlet is its
title. By letting the reader think that Tony
Blair cannot win a referendum the lazy
euro-sceptic reader is minded not to read it
at all. “Well that’s OK then, he can’t win. So he
won’t call one”; so we can all fall back into a
complacent haze. Not so.

Instead of re-running arguments that
have been put many times, Tony Scholefield
has succinctly pulled together the main
logistic problems facing the government in
the run up to a referendum. By doing so he
reminds us of the armoury at our disposal
that, if we languish in complacency, the
government will surely sideline. So for any-
one wishing to challenge the government
before or during a euro referendum
campaign this is essential reading.

One of the key elements to the argument
is the possible rate at which sterling would
enter the euro. The government has passed
the point at which it could have put a purely

enabling question – i.e. one purely of
principle – to the electorate, and is now
caught in a forest of quandaries such as the
five economic tests, and more importantly
the rate of entry. Protagonists for the euro
have admitted that the entry level is a crucial
factor. Scholefield argues that the question
to be put to the electorate must involve
specifics. For example, if we voted when the
pound was floating at one rate and we
subsequently joined at another, the
proposition would be a different one. He
also quite rightly points out that the rate of
entry is not within the power of the British
government to dictate, but that of the Euro-
pean Commission after consultation with
the European Central Bank and with the
agreement of the other EU states. The
government could try to circumvent the
problem by rejoining the ERM as a glide
path to full membership (the other EU
members could insist on this anyway) but
the public’s memory of the ERM debacle
would possibly preclude this route.

Since 1997 the government has brought
into being the Electoral Commission which
has a statutory duty to pronounce on the
intelligibility of any referendum question,
offering further potential road blocks in the

government’s path. As well as this recent
development, the booklet also highlights
some of the lessons to be learned from the
1975 referendum.

The government does have very real
problems getting past the referendum
question. But to suggest that they cannot
overcome them is just a little too optimistic.
To be without that essential ingredient –
cynicism – would be to be left exposed.
Suggestions that governments lack
principle are as old as the hills, but the
present one does seem to be not only
amazingly incompetent at governing but
also devoid of a coherence of basic ideals. It
does appear however, to have two objectives
in which it is remarkably successful: firstly
to get itself elected and re-elected, and
secondly to propel Tony Blair onto the
world stage as a charismatic leader with a
place in the history books. If Blair took
Britain into the euro – part of the second
objective – it might well jeopardize the first,
as Britain’s economic well being would be
under more threat than its current position
outside the eurozone. The government’s
credibility for economic management
would be impaired. (I would strongly argue
than any credit for economic success by this
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Labour’s European Dilemmas: From Bevin to Blair
by Roger Broad, Palgrave, 2001, ISBN 0-333-71470-9, 272 pp, £47.50

Reviewed by John Kissin

R
oger Broad is “an Oxford-trained
historian who later worked for both the

European Commission and the European
parliament”. In this book he sets out to trace
the development of the Labour Party’s
attitude to European integration. Despite
his evident approval of British membership
of the EEC/EC/EU he states many of the
objections fairly, and it would be possible to
construct a tract opposing membership
based entirely on the evidence he gives.
Much of this is not well-known and
deserves repeating.

Roy Jenkins told the House of Commons
on 26 November 1956 that it would be
impossible for us to consider going into a
full customs union, but that a free trade
area, with our own control over tariffs was a
different matter. (p. 32) Broad doesn’t tell us
when, or why, Jenkins changed his mind.

The 1970 White Paper estimated a cost to
the balance of payments of between £100 m
and £1.1 bn a year. (p. 73)

The ‘advantages of being part of a
dynamic European Market’ were not
obvious five years after entry. (pp. 134 f.) By
1992 our net contribution to the EEC
budget approached £2.5 bn, a level it was to
average for the rest of the ’90s. (p. 180)

In 1981 Labour’s NEC cited how EEC
taxes had raised the price of food, how

Britain had paid over £3 bn net to the
Community budget over five years, how
membership had led to a massive deficit in
the balance of payments and how the EC
had taken over significant powers to make
laws and taxes, so undermining democracy.
(p. 147)

T
he Labour Common Market

Safeguards Committee said in 1982 that
there were very positive advantages to
withdrawal in the form of lower food prices,
a 200-mile fishing zone, and the ending of
our EEC budget contributions. (p. 151)
Broad accepts that some of the arguments
europhiles put forward on the risks of
withdrawal were certainly exaggerated. (p.
152)

Nor does Broad hide the fact that the
people were intentionally misled. He quotes
Roy Hattersley to the effect that joining the
EEC involved the loss of significant
sovereignty, but the British people were told
that this was not the case. (p. 108) He quotes
the leaflets distributed to all households by
the government in 1975 to the effect that the
threat to employment in Britain from the
movement towards EMU had been
removed. Broad then adds that barely two
years later that ‘threat’ had re-appeared be-
cause Roy Jenkins, who was then President

of the Commission, was “determined to
make a mark, and chose for this objective the
revival of the project for economic and
monetary union…” (pp. 132 f.)

Monnet explained that the real purpose
of the Schuman Plan was “to make a breach
in the ramparts of sovereignty … narrow
enough to secure consent but deep enough to
open the way towards the unity that is
essential to peace.” (p. 21) (When the
Communists used such methods to impose
their rule on Hungary they described them
as ‘salami tactics’.)

Broad also confirms what was widely
suspected at the time, that the French
ultimatum of 2 June 1950 was designed “to
exclude Britain.” (p. 20) He quotes Heath’s
statement just before the 1970 election that
“no British government could enter without
the full-hearted consent of the British people,”
(p. 83) which is exactly what he then did.
Broad agrees that “had the referendum been
before British entry the decision would
probably have been negative.” (p. 118)

In its popular leaflet in the 1975
referendum the government told us that “no
important new policy can be decided without
the consent of a British Minister answerable
to a British Government and British Parlia-
ment.” We know that since the introduction
of Qualified Majority Voting this is no

government is unwarranted, but that is
another story.) But Blair could still get away
with both objectives, euro entry and
another election victory, for the effects of
joining the euro or ERM glide path might
not be so immediately obvious as they were
in 1990–92. While comparisons with the
past are always useful –1975 and 1990–92 –
nothing is quite the same second time
around. The rate at which sterling would
lock in against the euro is highly relevant,
but comparisons with 1990–92 are made
against the deutschemark; and the German
economy is now in a state of malaise not
known to it a decade ago, caused in part by
its own participation in the euro. So we are
not comparing like with like.

If sterling devalued to join the eurozone,
there might be a bout of inflation, but the
effects would be different to the devastation
caused by our last tango with the euro
currencies. (As an aside: the markets tend to

drive sterling down of their own accord on
any hint of euro participation by members
of the government.) The arrival of the euro
has had an undoubted effect on sterling.
The big players on the currency markets are
the dollar, the yen and the euro; sterling
tends to be caught in the cross fire. By way of
example, the euro has depreciated against
the dollar since the beginning of 2001 by
over 5 per cent, and sterling by 3.5 per cent,
while the euro has depreciated against
sterling by 1.6 per cent.

If, for the sake of argument, sterling were
to enter the eurozone tomorrow, we would
continue on our current course of over-
valuation against the eurozone economies.
The point here is not to suggest that
monetary union is in any way benign but
only to show that Blair is quite capable of
taking us into the euro without its ill effects
immediately backfiring on him, and with
luck and timing on his side still winning

another election for the Labour party. And
to put it in the right order, because he can
win another term it is all too likely that he
will attempt to take Britain into monetary
union.

T
ony Scholefield is to be commended
for providing us with this intelligent

and cogent book, which adds to our
weaponry in the future battles of spin and
misinformation. It deserves a place on every
eurosceptic’s bookshelf.

Susan Nelson is the international markets
reporter for the Scotsman. She is also a
sculptor/stonemason and one half of Nelson
and Pollard Publishing. Why Mr Blair Will
Not Win a Euro-Referendum is available
from bookshops or direct from: Futurus, Suite
414, 1, Olympic Way, Wembley HA9 0NP. Tel/
Fax. 020 8782 1135.
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longer true. Broad shows that it was not true
even then. In 1974 “the heads of government
… agreed … to reduce ministerial account-
ability to national parliaments. Hence-
forward national civil servants … would
make even more legislative decisions… Here
was delegated legislation with a vengeance
and another matter of constitutional
importance not ‘mentioned’ by either side
during the referendum campaign…” (p. 127)
He also tells us that the ‘Noes’ could argue
that their personal unpopularity was due to
earlier and continual vilification in the
media, and that “in the case of Benn the plea
of media vilification was justified.” (p. 118)

On the issue of the effect of unification on
peace, he quotes a Labour Party publication,
Feet on the Ground, which argues that “more
than most federal governments, a European
Federation would require forcible sanctions
against secession. The prolonged and bloody
American civil war is not an encouraging
precedent.” (p. 15)

I
n general, then, Broad accepts that
there are sound economic arguments

against membership and that supporters of
the EEC/EC/EU have often been less than
truthful about their own political object-
ives. Despite all that, Broad makes it clear
that he is in favour of British membership,
saying that Clement Attlee’s government’s
“refusal to take part in supranational
schemes (or, in the case of Schuman, even to
talk about it) was a historic mistake,” (p. 31)
but does not explain why. He quotes various
writers who claimed that European unity
would make us more prosperous or would
prevent war, but also quotes writers who
claimed the opposite, without explicitly
agreeing with either.

He seems, however, to think that limiting
British national sovereignty should have
been a major objective in its own right,
saying that the Attlee government “had five
opportunities to accept continental proposals
that would have formally” done so. (p. 27) To
my mind that is like saying that Mr Broad
had five opportunities to accept a mugger’s
proposals that he hand over his wallet.

He distinguishes between “‘formal sover-
eignty’ [which] concerns legal rights” and
“‘effective sovereignty’ [which] concerns the
practical power to exercise these rights.” (p.
29) He doesn’t seem to consider that ‘formal’
sovereignty is a necessary precondition for
‘effective’ sovereignty. You cannot exercise
legal rights which you do not have. He tells
us that the Suez “adventure … showed in
humiliating fashion that Britain couldn’t

pursue a forward policy against American
wishes,” (p. 31) forgetting that NATO was
always based on the assumption that the
Russians could not either.

He apparently agrees with the diplomat
Nicholas Henderson that “we had every
Western European government eating out of
our hands in the immediate aftermath of the
war… We could have stamped Europe as we
wished.” (p. 28) We certainly did not have
the French Government eating out of our
hands then, and it is not clear why, or by
what right, we should wish to ‘stamp’ Europe
at all.

He repeatedly quotes writers who refer to
the ‘leadership’ of Europe. The closing
sentence of the book reads: “Britain could be
a leader in Europe, if, in Willy Brandt’s words,
it adds some idealistic aspiration to its
practical ideals.” [emphasis as printed]

The peaceful dissolution of the British
Empire may have been an idealistic
aspiration. The creation of an effective
international body – such as the League of
Nations and the United Nations were
supposed to be – to deter aggression and to
allow every state to live in peace, may have
been an idealistic aspiration. But to want
one’s own nation to ‘lead’ others is not
idealistic at all; it is merely arrogant and
selfish.

It is this obsession with ‘leadership’ and
not the (imaginary) long-standing division
between ‘socialists’ and ‘social democrats’ in
the Labour Party (p. 196) which destroyed
it. (In his Aachen speech of under 2500
words in 1972, Roy Jenkins used the word
‘leadership’ five times, synonyms for it
another four, and made two references to
Britain’s role as a great power.‡)

Broad refers to Denis Healey’s “attempts
to stabilise the economy by major spending
cuts and by an IMF loan under onerous
terms” in September 1976. (p. 128) He does
not ask why the economy needed such
drastic measures to ‘stabilise’ it just fifteen
months after the referendum which
confirmed British membership of the EEC.
Nor does he mention the fact that the
sterling index fell by 30% in the eighteen
months after the Dublin summit in March
1975 (compared to 3% in the previous
eighteen months) – let alone does he
explain it.

P
rior to our entry to the EEC the
cost to the balance of payments was one

of the main points at issue. The 1975 White
Paper (Cmnd 6003) repeated in paragraph
4 what Mr Wilson had said in 1971, that the

terms then obtained involved “an intolerable
… burden … on Britain’s balance of pay-
ments.” In paragraph 6 it said that “the
discussions within the Community on
renegotiation had been taken as far as they
could go.” That was presumably true. But
nowhere in Cmnd 6003 is there any attempt
to show that that burden had been alleviated
as a result, let alone by how much. It is not
surprising that sterling collapsed as it did.
The foreign exchange markets were not as
easy to fool as the media.

The ‘major spending cuts’ imposed by
Healey, an ‘incomes policy’ which set wage
increases below the rate of inflation for four
years running, the regressive taxes of CAP
and VAT and the trebling of unemployment
between 1973 and 1978 put the economic
burden resulting from EEC membership
largely on Labour’s own working-class
supporters. The ‘winter of discontent’ in
1978–9 was a direct result of that incomes
policy. It in turn led to eighteen years of
Tory rule, and as Broad puts it, “ensured that
socialism and, arguably, social democracy,
were banished from Britain.” (p. 199)
Nowhere does Broad, any more than
Labour’s europhiles, show any recognition
that damaging economic policies will have
damaging political consequences. As Broad
points out, the Labour Party was fairly
consistently against membership, but
membership was an issue “on which most of
those who led the party, and intermittently
the government of the country, had concluded
was of such importance that the views of the
wider party, and of the unions, could
justifiably be ignored.” (pp. 195 f.)

On Broad’s own showing the con-
stitutional implications were systematically
misrepresented, and the likely economic
consequences were, at best, ‘justifiably’
ignored. As a result, the Labour Party was
discredited by the economic consequences
of a policy which the majority of its
members rightly opposed, just as the
Conservatives were later discredited by the
economic consequences of the ERM.

† Britain’s New Deal in Europe, 1975, p. 11

‡ Roy Jenkins (1972), What Matters Now,

London, pp. 74–80)

John Kissin is a retired economics lecturer
and a regular contributor to the European
Journal.
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The Case For An Independent Pound
Congress For Democracy, 2001, 74pp, £5.00

Reviewed by Lindsay Jenkins

Managing the World Economy
by John Mills, Macmillan, 2000, ISBN 0-333-77134-6, 258 pp, £45

Reviewed by Dr Brian Burkitt

J
ohn Mills has been well known for
many years as a principled and logically

coherent critic of the character of the
relationship between the UK and the EU
from a Labour Party perspective. Given
Tony Blair’s famed ambition to go down in
history as the Prime Minister who took
Britain into the euro, the role and views of
Mills and his colleagues will be pivotal to
any future referendum campaign. In his
latest book, ambitiously titled Managing the
World Economy, he asks why the industrial-
ised economies, particularly in Europe, are
growing more slowly compared to most of
the rest of the world and why they exhibit
much higher levels of unemployment than
used to occur. Indeed, around 10% of the
EU’s labour force is out of work, whilst its
growth rate has fallen since the early 1970s
to only about 40% of what it had been in the
previous two decades.

The essential conclusion of Mills’ analysis
is that the key to economic success, i.e.
breaking into the virtuous cycle of import
saving and export led growth, is to achieve a
‘correct’ alignment of exchange rates
achieved by appropriate accompanying
budgetary and monetary policies. In his
words, “by far the biggest influence on overall
competitiveness is the exchange rate.” (p. 219)
The implications of this analysis deserve
detailed consideration.

Over a period, the desired objectives of
exchange rate policy are short-term stability
and long-term flexibility. The dangers to
avoid are long-term fixity and short-term

volatility. To achieve these goals, a regime
needs to be implemented that permits long
run change whilst avoiding substantial
short run fluctuations. Various policies are
available to secure this objective, but euro
membership prevents their implementation
by establishing a permanent fixity.

The exchange rate between two curren-
cies is a price like any other. Its movement
enables the two economies to achieve trade
and payments balance. The ‘appropriate’
level for a nation’s exchange rate at any one
time is that which enables an economy to
combine full employment of productive
resources simultaneously with an approx-
imate balance of payments equilibrium. A
higher exchange rate generates overseas
deficits and unemployment; a lower one
leads to the building of excessive foreign
currency reserves and domestic inflation.

H
owever, such a ‘correct’ exchange rate
varies over time. Various influences

affecting economic performance (trade
balances, productivity, price movements,
discovery of natural resources, technical
progress …) combine to ensure that, in an
inevitably dynamic economy, the ‘correct’
value of the exchange rate alters over time.
Thus, a country needs to retain its ability to
adjust to the external value of its currency.
To fix it irrevocably forever, as compelled by
EMU membership, is no less foolish than
attempting to maintain in perpetuity the
rate of income tax or the price of oil. The
endeavour to do so creates economic inef-

ficiency, usually in the form of accelerating
inflation or a rise in unemployment.

Consequently, as John Mills demon-
strates, Britain’s optimal strategy is to retain
the national policy instruments to increase
its competitiveness in a socially acceptable
manner. It is essential that the UK retains
control over its interest rate, uses Bank of
England intervention to smooth speculative
fluctuations, encourages worldwide co-
operation (through the G8) between the
central banks for the maximum long term
exchange rate flexibility combined with the
maximum short term stability. Under such a
regime, the exchange rate fulfils its role as a
facilitator of greater growth, higher living
standards and full employment, without
becoming an end in itself.

There is always a rate of exchange which
enables each country to employ its pro-
ductive resources fully. In an ever-changing
economic environment, this rate frequently
alters to secure full employment simul-
taneously with trade balance. John Mills’
analysis makes it clear that adoption of the
euro would prevent this desirable policy
outcome. Not all euro-realists will accept his
total concentration upon the role of the
exchange rate, but everyone interested in
improving economic policy formulation
will benefit from reading this wide-ranging,
yet accessible, work.

Dr Brian Burkitt is Senior Lecturer in
Economics in the Department of Applied
Social Sciences, Bradford University.

T
his collection of 18 speeches,

covering six Congresses for Demo-
cracy, brings together campaigners from
politics – left, right and centre – trade
unions and business. Here can be found
such gems as “a dithering little man with a
big media machine”, William Hague on
Tony Blair; “The euro train is marching on
and we must take the helm or we will be left
out in the cold without a paddle”, Lord Bell
on pro-euro gobbledygook; “If Mrs
Thatcher was against something it must be

good to be in favour of it”, the Guardian’s
Larry Elliot on the Left’s argument for the
euro; or Sir Oliver Wright’s story of the lady
in the 1930s “who sailed from port to port
round our islands with lights blazing from the
rigging bearing the device ‘Wake up,
England’. She was thought a tad eccentric by
some, downright barmy by others. She was
merely right, like Churchill.”

The late Lord Shore of Stepney, whose
penetrating analyses of all things EU gave
birth to clear, simple and telling statements

of truths, began his speech by turning to
William Hague on the platform: “We are
united … in our determination to defend
British democracy from the further
encroachment of the European Union; to
oppose the whole drive towards the creation
of a central or federal state in Europe and in
particular to defend the retention by the UK
of the pound sterling, the key to continued
self-government and effective democracy in
Britain. This is a cause that should unite the
whole nation.”
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Lord Shore, who served as a member of
the European Foundation’s UK Advisory
Board, is missed by us all, but his words
live on to encourage us. Senator Gordon
Smith, the Chairman of the US Senate’s
European Affairs committee, brought a
sober message to London. He recalled that
“Every one of my ancestors emigrated to the
United States from England after the
American Revolution and I look to this
country as a home and as a bastion of liberty.”
He reported that “Americans are equally as
wary of Britain ceding power to Brussels as
Britons themselves. I am particularly
concerned that the drive toward monetary
union is first about politics and not about
economics.”

That view was echoed by speaker after
speaker. Austin Mitchell, MP, another
European Foundation UK Advisory Board
Member, quoted Joschka Fischer who said
“that the euro is about the processes of
building a political union.” Mike Woodin of
the Green Party highlighted the same point
as he mourned the likely loss of “our
democratic right to run our economy to meet
the needs we identity”.

Daniel Hannan, MEP, spelt out the
dangers of the Nice Treaty – the European
army, the European Constitution, more nat-
ional independence surrendered, reducing
recalcitrant countries to colonies, banning
political parties and an EU criminal justice
system without the freedoms of the British
system. Hannan’s list leaves no doubt that
what is being built is not just political union,
but a dictatorship.

Larry Elliot quoted George Orwell – that
Britain was unique in its intellectuals, who

were the only ones in Europe who actually
loathed their own country. Elliott added
that the intellectuals say we must join
European and Monetary Union “because it’s
European”. What intellectual rigour! Elliott
emphasised that “Britain for at least five
centuries has opposed the centralisation of
power in Europe” and suspicious of those
who “have desired to have hegemony”.

For business, Simon Wolfson, the
managing director of Next plc, called EMU
“ill conceived to the point of disbelief
ignor(ing) the problems of a fixed exchange
rate completely”. His case has recently been
endorsed yet again by the debt crisis in
Argentina and a run on the banks, as yet
more millions of people have become the
victims of fixed exchange rates. The only
opposition argument Wolfson could
discern in EMU’s favour was that of “inevit-
ability”, but he added Britain has always
“taken the sensible line” when faced with the
fashions of absolutism, communism and
nazism, which were all once seen as
inevitable.

Ruth Lea of the Institute of Directors
spelt out the horrors of a return to booms
and busts and the heavy tax and regulation
that EMU would bring in its wake.

Doug Nicholls, the General Secretary of
the Community and Youth Works’ Union,
sounded the alarm in a thoughtful speech at
the EU’s jingoism and expansionism and
ultimately its threat not only to jobs, but
also to the unity of Britain and democracy.

Joining Senator Gordon Smith and Sir
Oliver Wright with the view from abroad
were a Danish MEP and a Danish
parliamentarian, a former Prime Minister

of Malta, a former French Interior Minister
and Anthony Coughlan who led the Irish
fight against the Nice Treaty. All were united
in their condemnation of  EMU and their
support of democracy. All had a different
perspective of the same “struggle for a
different kind of Europe” as Charles Pasqua,
the former French Interior Minister, called
it, while pointing an accusing finger at the
“artificial Europe of technocrats and
ideologues”.

T
his superb collection of speeches

is not so much about strength in
numbers, but about the overwhelming
superiority of argument that will win the
day for freedom.

Sir Oliver Wright, a former Ambassador
to the United States and Germany, and a
member of the European Foundation’s
Advisory Board, raised the as yet
unanswered question when he called for
Britons to “make for the open seas and our
cousins in the English speaking world,” but
added “who can articulate that destiny for
us.” Who indeed?

Lindsay Jenkins is author of Britain Held
Hostage: the Coming Euro-Dictatorship,
Orange State Press, 1998, and The Last Days
of Britain: the Final Betrayal, March 2001.
The Case for an Independent Pound is
available from: Congress for Democracy, 58
Keswick Road, Great Bookham, Surrey KT23
4BH   Tel: 01372 453678 Fax: 01372 453741

… news in brief
Germans proud of themselves

An opinion poll has found that 85% of Germans think they have as
much cause to be proud of their country as Americans, Britons or the
French. This is considered newsworthy in a country known for its
national neuroses and self-loathing. The 85% figure is based on a wide
survey conducted by a social policy institute. 63% associate the phrase
“typically German” with positive things; 28% think it has negative
connotations. In 1993, 48% thought that “typically German” was good
and 43% said it was bad. The survey has also found that national pride
is in inverse proportion to educational level: the better educated
Germans are less proud of being German. The Germans are especially
proud of their country’s achievements in social peace (54%) and
economic power (50%) followed by culture and democracy (39% each).
Only 18% say they are proud of German history. In West Germany 44%
are proud of the German political system; in East Germany only 21%
are. Indeed 54% in the East are dissatisfied with democracy, 31% in the
West. The most dissatisfied (79%) are supporters of the PDS, the former
Communist Party. [Die Welt, 29th November 2001]

French banks may go on strike when euro introduced
At a meeting on 28th November, the union representatives of bank
workers in France have decided to go on strike at the beginning of next
year, just as the country is planning the change-over to the euro. The
unions, who have been increasing the pressure for some weeks now,
want better pay and conditions. They have now decided to exploit this
unique opportunity by calling a strike which would be truly
catastrophic, coming as it would when banks will be needed more than
ever. [Les Echos, 28th November 2001]

Austrians not afraid for their jobs
Only 24% of Austrians think that “many jobs are threatened” if the EU is
enlarged. More than two thirds believe that “few” jobs will be threatened
while 39% say “as good as none” will be threatened. These figures are
based on a telephone poll of 1,000 people. As far as their own job is
concerned, only tiny percentages (2% and 5%) think that it will be
threatened. More than 90% think that their own jobs will be safe. Overall
support for EU membership remains high – 74% say they want to stay in
the EU and only 20% want to come out. The former figure is 5% up on
the figure for July. [Der Standard, 28th November 2001]
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European Union or Not?
Papers by Vaclav Klaus and Pedro Schwartz,

Centre for Research into Post-Communist Economies, 2001, ISBN 0 948027 39 8, 44 pp, £7.50.

Reviewed by Dr Helen Szamuely

T
here is something electrifying in
the notion that the two papers

reprinted in this pamphlet were delivered at
a Mont Pélerin Society meeting held in
Bratislava in Slovakia in September 2001.
The very idea that an organisation
dedicated to the free economy should
convene in a former centre of the darkest of
dark empires – the liberal West’s staunchest
enemy – would have elicited roars of
laughter only ten years ago.

We may have won the war, but are we
winning the peace? While the greater battle
against obscurantist militant terrorism goes
on, it is worth looking a little more closely at
what is happening in our own backyard, in
Western Europe. It is probably easier to do
so and to be more clear-sighted about
developments for someone who is
simultaneously outside politically while a
European in the true, cultural sense of the
word. If such an individual has also
experienced life first-hand under a com-
pletely illiberal system imbued with hatred
for freedom and democracy, then he is less
likely to be hampered in his analysis by
short-term considerations and political cir-
cumlocution. Vaclav Klaus is such a person.
An economist and politician committed to
the notions of liberty, Klaus is a past Prime
Minister who is now President of the
Chamber of Deputies in the Czech
Republic.

Klaus understands clearly the central
paradox of European unification: its stated
intention is to preserve European values by
apparently abolishing the institutions that
made those values possible. The East

Europeans had to learn this very fast during
the years spent negotiating for membership
of the EU. The Eastern applicant states
simply wanted to become part of ‘Europe’
and the West again as quickly as possible.
Magnanimously, they were given various
hoops they could jump through. As time
went on, more and more of those hoops
became connected with the EU rather than
the former Communist states’ own needs or,
for that matter, with the free economy and
democracy, let alone with cultural
reunification, which is happening apace
anyway. The East Europeans gradually
began to question the intentions of the EU.
Were the newly liberated states really
wanted in such an exclusive club? And if so,
would the EU ever demonstrate its good
will by reforming its agricultural and
monetary policies? Recently, however, more
fundamental doubts have been voiced. The
people who defied the seemingly mighty
Communist system are asking with some
justification whether what they see in
Western Europe is really the right way
forward.

K
laus notes dispassionately that the
unification process is “not only or not

predominantly about opening-up, but at the
same time, about introducing massive
regulations and protection, about imposing
uniform rules, laws and policies, about
weakening standard democratic processes
which were evolutionarily developed, about
increasing bureaucratisation of life.” It is not
that different really from the system he and
his countrymen overthrew ten years ago.

As if to substantiate Klaus’s doubts, the
second essay, by Pedro Schwartz, analyses
the pros and cons of the single currency and
Britain’s possible membership of it. Prof-
essor Schwartz, one of Spain’s few free mar-
ket economists, comes to the inescapable
conclusion that Economic and Monetary
Union is an outdated idea inimical to free
economic development and to free trade
worldwide. He urges Britain to stay out of
the euro, stating clearly that there is little to
be gained by joining and forcibly sub-
mitting to such a dubious enterprise.

Pedro Schwartz’s arguments are learned
and cogent. They will stand in good stead
during the forthcoming discussions about
the euro in this country. But it is Vaclav
Klaus who gets to the heart of the matter in
his succinct paper. He talks of the “ideology
of unification, the ideology of Europeanism”
and describes it as “only a very superficial
substitute ideology, an Ersatz ideology”. Then
he gets to the nucleus of the problem: “its
relative success is another modern fatal
conceit. Its concentration on the form, not on
the substance, is a successful way of hiding its
real substance. It may be a rational strategy
on the side of the its exponents to conceal its
statist characteristics.” Vaclav Klaus’ argu-
ments will serve us all even better in the
much longer debates we shall go on having
about the future of the West and of Europe
in particular.

Dr Helen Szamuely is a translator and writer.
This paper is available from the CRCE, 57
Tufton Street, London SW1P 3QL.

… news in brief
Single market still not “perfect”

A headline in Le Monde inadvertently illustrates the extraordinary
presuppositions underlying the euro: “The euro is still a long way off
from unifying prices.” The headline refers to a report by the European
Commission which has found that prices are still different for the same
products in different parts of the eurozone. Its authors have evidently
not noticed that a bunch of carrots in Paris is, and probably always has
been, more expensive than a bunch of carrots in Rouen. But, in the mind
of the technocrat, these differences are regrettable. By studying some 81
products, the report finds that the highest prices are in Germany, where
46 out of the 81 are 20% more expensive than the prices in at least one
other eurozone country. For cars, Greece is the cheapest country, the UK
– outside the eurozone, of course – is the country where cars are the

most expensive. These differences are largely a result of tax policy in the
different countries. [Le Monde, 4th December 2001]

Schröder wants German troops in Afghanistan
Not surprisingly, the key outcome of the talks near Bonn on the future of
Afghanistan is that the deal will be overseen by a United Nations
“peacekeeping force”. This means that the Petersberg conference is
doomed to become like the Dayton talks which put an end to the war in
Bosnia and introduced an international protectorate there in spite of all
the talk about building democracy. The German Chancellor, who
attended the signing ceremony which concluded the talks, lost no time
therefore in putting Germany’s name down to play a role in the UN force.
He said he wanted Germany to participate in a “European force” but said
that the UN would have to address a formal request to Europe before this
could happen. [Handelsblatt, 5th December 2001]
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C H U N N E L   V I S I O N

F
or some, Chrimbo brings a period of
relaxation, of tranquillity. Office work-

ers get jolly with sherry. Rosy-cheeked
souls wander the corridors with sprigs of
mistletoe. Even the media circus becomes
infected, as the punchy stories dry up. One
prime example combines them all. A News
Agency in Brussels ran heavily as its lead
tale with a less-than-punchy report of a
Cypriot dinner:

“According to reliable sources, during the
dinner President Denktas sat next to Alvaro
de Soto and Mr Clerides was seated next to
Mr Ertegun. Apparently, Mr Clerides enjoyed
the meal so much that he said, ‘I have really
enjoyed this meal. We should meet more
often.’ No statement was issued after the
meeting.”

Yuletide festivities abound. Some take
place for purely lobbying purposes, such as
to celebrate the arrival of the Greater
London Authority’s new regional office to
campaign for Brussels money – a swanky do
that reportedly cost twenty grand, but
borne by a generous corporate donor, and
complete with free dinky toy omnibus for
all participants still capable of collecting
their coat after an evening spent fishing
mint leaves out of their cocktails. Other
bashes serve a more directly political bent,
such as a lunchtime handover of a petition
to stamp out the bushmeat trade. For the
uninitiated, this means ape baguettes and
rhinoburgers were off the menu.

Naturally, for every action there is an
equal and opposite reaction, in the shape
this time of an International Day of Fasting
and Nonviolence for Women in the
Provisional Afghan Government. This
change in lifestyle speaks worryingly of the
3860 participants identified as taking part
across the world.

Food is a serious weapon of propaganda
in Brussels and Strasbourg. Lobbyists spend
their moolah as if there is no tomorrow to
wine and dine the assembled parliament-
arians, and more frequently by default, their
staff. Of course, there are the prestige
displays where one can be indoctrinated
quite happily into a nation’s cheese and feel
won over by the beers the EU has yet to

tongue during the Santa season. The
Maltese champagne certainly put back the
island’s application to join by a decade. And
rogue oysters have laid waste to more
Euroactivists than Roger Helmer, MEP, with
an Uzi.

But there is the omnipresent and more
prosaic form of lobbyfoddering, the
reception where – at the cost of a twenty
minute drone from the Chief Executive –
you can learn all there is you could ever
wish to know about the Nordic logging
industry. Or obscure regional sculptors. Or
colourful painted Baltic bee hives.

T
his most edible form of mind

control is, of course, more widespread
in pernicious forms. Chocolate euros we all
appreciate as being more valuable than the
real thing, and just as capable of meltdown.
But the main EP cafeteria is itself now being
subjected to North Korean practices as
MacDonalds-style paper table mats are put
on the serving trays. No capitalist clowns
here: the pictures sell the euro, “Europe in
your hand”.

Quite simply, then, if your organisation
does not have the presence of mind to
stump up the readies to hire a professional
lobbyist and a couple of chefs, your

opponents have a head start. That’s why
there is such an abundance of these political
sidewinders buzzing around the scene. And
equally as a consequence why staff are so
ready with the delete button when the
wretched lobbying material comes through.
Brussels-based lobbyists, while on occasion
welcome as providers of specialist
information to a handful who need it,
actually get in the way of everyone else. Pity
the poor Association of Radical Midwives
based in Ormskirk, driven to naming their
organisation after a proto-Trotskyist faction
in order to get noticed. To really get on in
the Brussels scene they need a scones
evening.

But don’t get entirely the wrong idea
about the federalist steamroller. It is
exceptionally well oiled at this time of year,
but still it trundles on. I counted the total
number of pages that have been
accumulating over the past fortnight in my
absence on my Westminster desk, pulled
from the Official Journal. This, you may
recall, is the bulletin which renders its
contents European law once published. Not
counting the boring OJs which simply deal
with operational mechanics, the sum total
was two thousand and thirty pages to assess.
That was ignoring the two CDs in the pile.

This volume should not stun those who
have ever seen the European parliament at
work. Nothing would so demonstrate the
democratic deficit as the voting system
there, where hundreds of votes are cast in an
afternoon, a bare handful of seconds
between each one, the vast majority of those
present utterly unaware of the precise issue
to be resolved in those fleeting seconds,
instead following their whips thumbs,
raised or lowered as in the gladiatorial
arena. In favour … one second two seconds
... against … one second two seconds…
abstentions … one second two seconds…
vote resolved. It is as speedy as that, a
thousand times over. Only a rollcall vote,
where the button pressed by each MEP goes
on the record, can inspire closer attention to
the subject at hand.

No great shock to learn, then, that one
sceptic MEP of old reportedly used to jam
his abstention button on and wander off for
a coffee, and the ubiquitous federalising
salami baguette.

Dr Lee Rotherham is Secretary of Conserv-
atives Against a Federal Europe.

outlaw. British regions excel themselves
here, even if our fare tends to be left off the
menu at more highbrow affairs. Yet even top
notch dos have their drawbacks. Some
participants may draw the line at one
Finnish chef ’s table that offered Rudolf
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