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This paper is offered as a contribution to the IIEA’s ongoing project on Ireland’s relationship 
with the UK within the context of European Union membership. In particular it addresses 
the political situation in the UK in the aftermath of Prime Minister Cameron’s refusal, at 
the European Council of December 2011, to support the moves initiated by the Eurozone 
states to create a Fiscal Compact. 

The Cameron ‘veto’ led to the adoption of the intergovernmental Treaty on Stability, 
Coordination and Governance in the Economic and Monetary Union – the ‘Stability’ 
or ‘Austerity’ Treaty according to taste – which was ratified in Ireland by referendum in 
May 2012. It led also to the virtual isolation of the UK in the EU debate – with only the 
Czech Republic, or rather the President of the Czech Republic, supporting the Cameron 
position – and to a striking increase in Eurosceptic pressure in the Tory party and the 
British media.

This subject is of great significance for Ireland and for Irish-British relations. The key 
questions have been addressed in the IIEA study Towards an Irish Foreign Policy for 
Britain, which examined the possibilities of the UK lessening its ties with the EU or even 
withdrawing from it altogether and the implications for Ireland, given the stated Irish 
Government aim of remaining a full and active member of the Union. A further paper in 
this series, by Brendan Keenan, will deal with a range of financial developments posing 
particular problems and concern in the Irish/UK relationship. 

A previous IIEA study described the Irish as privileged outsiders when it comes to Britain 
and suggested, with due humility, that we might be better placed than most to analyse 
and dispassionately assess the British debate. The scale and pace of the UK debate suggests 
that stamina rather than humility may be needed over coming months and years. 

As the trajectory of European Union responses to the on-going euro crisis moves towards 
consideration of banking, fiscal, economic and, eventually, political union, the debate on 
Europe within Britain has also evolved. The first part of this paper seeks to summarise 
the main elements of the debate and to identify the positions taken by the main players.  
The second part covers a wide range of speeches and articles on relevant themes and gives 
details of various studies and other initiatives related to the national debate.

It should be recognised that the subject of the paper is, in every respect, a ‘moving target’ 
with active debates underway in Brussels, Strasbourg, Berlin, Paris, London, Dublin and 
every other European capital and with global developments providing a changing and 
challenging backdrop. 

INTRODUCTION
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PART ONE

The Evolving UK Debate

Looking at the internal UK debate on the country’s relationship with the European 
Union as a whole, and with the Eurozone in particular, the picture is one of considerable 
confusion in respect of ends, means and timing. Many voices are to be heard, across 
the political spectrum and in the media, not least in the blogosphere, calling for radical 
policies and for an eventual referendum on a question as yet unclear. 

Prime Minister David Cameron has written that: “it is vital for our country – for the 
strength of our economy, for the health of our democracy and for the influence of our 
nation – that we get our relationship with Europe right.” He went on to argue that, in light 
of the fast-moving debates on the future of the Eurozone, “there is more to come where 
we can take forward our interests, safeguard the single market and stay out of a federal 
Europe….let us start to spell out in more detail the parts of our European engagement we 
want and those we want to end.” Indicating that his approach would be one of “tactical 
and strategic patience”, not least because of the make-up of the Coalition Government, 
he committed himself “to work for a different, more flexible and less onerous position for 
Britain within the EU.” 1

A House of Commons committee has raised four questions that are at the heart of the 
debate:  

“To what extent should the December 2011 European Council and its outcome 
be seen as a watershed in the UK’s EU policy and place in the Union?

Between now and 2020, what institutional architecture and membership 
should the UK seek for the EU? Should the UK embrace a formalised two (or 
more)-tier EU and start to develop ideas for multiple forms of EU membership?

What is the relationship between the new ‘fiscal compact’ Treaty and the EU’s 
acquis? What impact might the conclusion of the ‘fiscal compact’ Treaty have 
on other aspects of the EU and its policies, such as the EU budget, enlargement, 
or the Common Foreign and Security Policy?

Should the UK Government support the incorporation of the ‘fiscal compact’ 
Treaty into the EU Treaties? If it should, what demands and safeguards, if any, 
should it make its condition for doing so?” 2  

Further questions at once arise.

To what extent is the UK debate really about an in/out decision on EU membership? Is 
this a genuine political issue or has a minority opinion – akin to the perceived 20% of the 
Irish electorate who will always vote ‘no’ in a European referendum – been given undue 
importance because of the troubling presence of the UK Independence Party (UKIP) as 
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a vehicle for protest voters on the right of the political spectrum? Or, is the true issue about positioning 
the UK in a rapidly changing European Union?

The UK debate is, first and foremost, an internal debate within the Conservative Party. The Labour 
Party’s Emma Reynolds has pointed to this reality, recalling the divisions of the 1990s and identifying 
three different positions on the Tory side: 

“no change and stay in;  

stay in and argue for repatriation and renegotiation;  

and get out” 3

Reporting on a House of Commons debate, Mark D’Arcy of the BBC wrote that: “the real interest 
was the interplay between Tories who want Britain out; Tories who want renegotiation; and between 
old guard Tory Eurosceptics who regard the new kids on the block as a bit naïve and new-wave Tory 
backbenchers who are impatient with those they regard as fixated on abstruse constitutional issues.” 
He pointed out that arguments for extensive renegotiation were opening “a new front in the European 
conflict, with a policy prescription which falls short of leaving the EU – but which could still put the 
government in a difficult position, if they have to deliver, or at least promise to deliver, it.” 4

The Coalition Agreement

The Coalition Agreement between the Conservatives and Liberal Democrats contained a commitment to 
“ensure that there is no further transfer of sovereignty or powers over the course of the next Parliament.” 
It indicated that there would be an examination of the balance of the EU’s existing competences – for 
example in respect of provisions such as the controversial Working Time Directive – and stated that 
legislation would be introduced “so that any future treaty that transferred areas of power, or competences, 
would be subject to a referendum on that treaty – a ‘referendum lock’.” The proposed legislation would 
also provide that the use of any passerelle clause in the EU Treaties would require primary legislation.

The European Union Act 2011 fulfilled that commitment, ensuring that “if in the future there is a change 
to the EU Treaties that moves a power or an area of policy from the UK to the EU, then the Government 
will have to obtain the British people’s consent in a national referendum before it can be agreed. So there 
will be a referendum lock on these Treaties to which only the British people will hold the key.”

On 12 July 2012 the UK Government announced that, in line with the other relevant commitment in 
the Coalition Agreement, a detailed review would be conducted of the balance of competences between 
the United Kingdom and the European Union. To be concluded in 2014, the review was designed to 
audit what the EU does and how it affects the United Kingdom: “It will look at where competence lies, 
how the EU’s competences, whether exclusive, shared or supporting, are used and what that means for 
our national interest… the end result will be the most thorough and detailed analysis possible of what the 
exercise of the EU’s powers does and what it means for the United Kingdom.”5 The review will present 
evidence and analysis as a basis for eventual policy recommendations and decisions. 
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The Explanatory Memorandum on the review argued that the Eurozone crisis was changing the shape of 
the EU in the direction of greater ‘variable geometry’ with different groups of Member States cooperating 
in different policy areas. This should make for a more effective, flexible European Union – a network 
rather than a single bloc – and no Member State should be excluded from participation in the areas it 
wants to join. Significantly, it insisted that “at all times the UK will ensure its influence is brought to 
bear as an active and activist member of a changing EU. This matters for Europe as a whole. The UK has 
historically played a key role in these areas and should carry on doing so.” 6

The competences review initiative offers the possibility of the UK opening negotiations on any perceived 
imbalance in the relationship and of meeting calls for a referendum with a proposal to ratify the 
outcome of such negotiations. With its lengthy timescale, the review effectively moves any decision on 
a referendum of this kind well beyond the scheduled General Election in 2015, which, Prime Minister 
Cameron hopes, will deliver a majority Conservative government.

Developments in Europe

The internal debate within the EU itself is moving inexorably towards far-reaching decisions in order to 
bring an end to the current deep economic and financial crisis. The report to the June 2012 European 
Council by its President, Herman Van Rompuy, proposed that there should be moves “over the next 
decade, towards a stronger EMU architecture, based on integrated frameworks for the financial sector, 
for budgetary matters and for economic policy… buttressed by strengthened democratic legitimacy and 
accountability.” This will involve the creation of a Banking Union and a Fiscal Union, with an inevitable 
move towards deeper Political Union. It is also certain that, in the period ahead, important decisions will 
be needed in the sensitive areas of Security and Defence and Justice and Home Affairs.7

The Van Rompuy report envisaged the possibility that the developments it suggested would lead to 
changes to the EU treaties at some point in the future. Some commentators see this possibility becoming 
reality in the relatively near future. The drafting of a significant treaty amendment would involve the 
summoning of a Convention – and then an Intergovernmental Conference – with the participation of 
all 27 (or 28 with the arrival of Croatia) Member States, including the United Kingdom. This process 
would eventually, and inevitably, bring the UK’s European Union Act 2011 into play with the likelihood 
of a referendum under its terms. The precise terms of the treaty amendment, together with any opt-out 
clauses to meet likely UK demands, would be crucial in any decision to hold a referendum, but the 
possibility of such a UK poll on Europe must be taken into account. 

UK: Renegotiation and Referendum

A YouGov survey of British attitudes towards the UK’s international priorities, published by Chatham 
House in July 2012, has confirmed the level of the UK general public’s scepticism about deeper European 
integration and about the EU itself. A majority (57%) of the general public wanted a referendum on UK 
membership, with 49% indicating they would vote for the UK to leave the EU (30% voting to remain 
a member; 21% in Don’t Know/Won’t Vote categories). 

BEYOND THE BRITISH VETO

4

http://www.fco.gov.uk/resources/en/pdf/publications/eu-balance-of-competences-review.pdf
http://ec.europa.eu/economy_finance/focuson/crisis/documents/131201_en.pdf
http://www.chathamhouse.org/publications/papers/view/184631


However, when presented with a broader set of options than a straight in/out choice, the most popular 
preference was not for withdrawal but for continued membership of a less integrated EU. A clear 
majority of the public favoured closer cooperation with EU partners in policy areas seen to be important 
for British prosperity and security, covering trade, energy and climate policy, border security, foreign, 
defence and security policy, and relations with key emerging economies.8  

Achieving such cooperation implies a strategy of engagement and negotiation between the UK and its 
partners with the likelihood of the outcome being submitted to a referendum. Prime Minister Cameron 
has addressed the referendum issue and the political realities, writing in the Daily Telegraph that: “while 
we need to define with more clarity where we would like to get to we need to show tactical and strategic 
patience. The Eurozone is in crisis which needs to be resolved, and we are in a coalition government 
during this parliament.” He claimed that “the problem with an in/out referendum is that it offers a single 
choice, whereas what I want – and what I believe the vast majority of the British people want – is to make 
changes to our relationship.”     

Arguing for a detailed assessment of “the parts of our European engagement we want and those that we 
want to end” he posed the question “how do we avoid the wrong paths of either accepting the status quo 
meekly or giving up altogether and preparing to leave.” He concluded that eventually “we will need to 
consider how best to get the full-hearted support of the British people whether it is in a general election 
or in a referendum.” A referendum might happen “but let us get the people a real choice first.” 

The Fresh Start Project, launched by a number of Tory MPs including George Eustice and Andrea 
Leadsom, has the stated objective of researching and proposing a new relationship for the UK with the 
EU. This envisages a three-stage process: Setting out a clear agenda for reform; negotiating these changes 
with EU partners; and holding a referendum to approve or reject the new relationship. “The British 
people must be given their say on whether to remain in the EU with a reformed relationship that gives 
powers back to the UK, or whether to withdraw from the EU to make our own way in the world.” 9

Its first publication, Options for Change, lists the following policy areas for study: Trade; Regional 
Development Policy; Common Agricultural Policy; Common Fisheries Policy; the EU Budget and 
Institutions; Social and Employment Law; Financial Services; the Environment; Policing and Criminal 
Justice; Immigration; Defence.

The Eurosceptic Open Europe think tank has argued that: “the UK should remain a full member of the 
single market in goods and services and of the EU’s customs union, but take a ‘pick and mix’ approach 
in other areas of EU policy.” This would achieve important reductions in the non-trade costs of EU 
membership – like the EU budget and the impact of EU regulation – while permitting the UK to remain 
at the heart of the EU’s cross-border trade. It concluded that “as the Eurozone is likely to need a new set 
of EU Treaty arrangements to move towards further integration, which the UK must approve, Britain 
will have a unique opportunity to stake out its own model for EU membership.” 10

Addressing the anti-European lobby group, the TaxPayers’ Alliance, Liam Fox MP has argued that:  

“I would like to see Britain negotiate a new relationship with the EU based on economic 
rather than political considerations and set out in clear and unambiguous language. If we 
succeed a referendum should be held and formal acceptance advocated. If, on the other hand, 
this approach is rejected outright or falls short of necessary ‘red lines’, then we would have no 
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alternative but to recommend rejection and consider departure from the EU… We have not 
moved the goalposts. But they have been moved nonetheless. We must now respond… We 
must free ourselves from the dogma of ‘ever closer union’ that has been a handicap on every 
government since the 1970s.” 11

The likelihood of a UK referendum has been addressed by many British commentators. The Wall Street 
Journal’s Iain Martin wrote that:  

“A referendum is coming, probably just the other side of the next general election, but there 
is as yet no way of knowing what the question will be. It might be a straight in or out 
proposition, in which case David Cameron and a good many other senior Tories would 
conceivably campaign to stay in. Equally, with very little preparation done inside or outside 
government on what a renegotiated settlement might look like, it is difficult to see such talks 
producing an outcome satisfactory enough to result in a decisive alternative question. The 
situation is messy.

Frankly, the biggest risk is Eurosceptic over-confidence. If it comes to a straightforward in/
out referendum the forces defending the status quo will be formidable. British big business, 
the Labour establishment, some of the most recognisable Tory big beasts, the Lib Dems and 
parts of the BBC will present withdrawal as dangerous isolationism favoured by wild-eyed 
madmen.” 12

Speaking in a House of Commons Westminster Hall debate on relations with the EU, the veteran 
Eurosceptic, William Cash MP, made reference to the State of the Union Address by Commission 
President Barroso and argued that whatever ideas might be advanced in terms of lists of functions and 
attitudes for renegotiation “the European Union does not have the slightest intention of entering any 
negotiations in that direction… the situation has now become critical. The Barroso speech sets out an 
agenda of more integration and a federal Europe, and we are now confronted by the reality that they are 
not listening to us.” He then argued that any likely renegotiation would involve asking such fundamental 
questions that the other Member States would not accept them. “When they do not, our option will be 
clear: however much we might not want to, we will have to leave the European Union…” 13

The voice of the senior former Minister, Peter Lilley MP, was also heard in Westminster Hall. His focus 
was on how to get a better relationship with Europe and he made the very basic point that “because a 
new deal will require unanimity among our partners, that will be possible only if our partners are the 
demandeurs: if they are going to be coming to us saying, ‘we want a new treaty, we want to change the 
existing treaties’ and they are probably going to be doing that on several occasions.” The strategic decision 
for Britain was, then, whether to go for a big-bang solution, seeking a decision on everything it wanted 
to change, or “instead, emulate the Euro-federalists and employ salami-slicing tactics – a slice here and 
another slice for the next treaty, and so on… we have to establish first the precedent that powers can 
come back to Member States; then, we can get ever more.” 14
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A Summary

Looking at evolving situations in the UK and across the EU (including Ireland) it may be useful to 
attempt a summary in the following terms:   

•	 The Eurozone crisis has produced significant moves towards greater integration within the EU. A 
road map to fiscal, banking, economic and political union is emerging and the prospect of major 
treaty changes in the foreseeable future is accepted as a reality. The UK government response to 
these developments has been to make it clear that it will not participate in any move towards 
what the British Eurosceptic press calls ‘a European superstate.’  

•	 The Coalition Agreement between the Conservatives and Liberal Democrats has resulted in the 
European Union Act 2011 and the Review of EU Competences, which have serious implications 
for the evolution of the UK-EU relationship. They ensure that significant EU Treaty changes 
will require ratification by referendum in the UK and potentially pave the way for detailed 
renegotiation in key policy areas.

•	 Euroscepticism, and even outright Europhobia, are increasingly dominant themes in UK political 
discourse, in particular in the Conservative Party, which is under increasing pressure from UKIP 
at local level and in the context of the next European Parliament elections. The Labour Party and 
the Liberal Democrats remain positive on Europe but clearly feel the same pressure at local level.

•	 While there is a demand for an in/out referendum on EU membership from the more extreme 
groups there is a growing insistence, on a broad front, for negotiation of a new relationship with 
the EU, ruling out Eurozone membership and focusing on access to the Union’s Internal Market 
and on specific policy areas like enlargement and security/defence.

•	 Renegotiation in the context of the developing situation in the wider Union must give rise to 
the prospect of the UK becoming detached from the core of the EU in what may become a 
two-speed or two-tier European Union. The question then arises of the UK’s relations with a 
number of partners – Czech Republic, Sweden, Denmark and Poland. The 25-2 split within the 
European Council over the Stability Treaty points to a real dilemma for the UK.

•	 Some Eurosceptics are looking to Norway and Switzerland and asking whether their bilateral 
relations with the EU might offer an attractive model for the UK. Close examination of the 
situations of the two EU neighbours reveals that the current association arrangements have become 
increasingly frustrating for both sides. “Norway’s European Economic Area (EEA) arrangement 
has denuded the content of the country’s political debate, while Switzerland’s relationship with 
the EU has reached an institutional impasse.” 15
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•	 The debate on the future financing of the EU, focused on the seven-year framework plan advanced 
by the Commission in sensitive areas such as the Common Agricultural Policy, has become 
another field of conflict between the UK and some of its partners. While it is certain that many 
Member States are unhappy about the level of spending increases proposed by the Commission 
at a time of crisis and austerity, the UK wants a freeze, in real terms, on EU spending. David 
Cameron has told the BBC that he would block “massive increases” in the budget and would act 
in a similar manner if the budget deal “does not have proper control… the EU budget is a classic 
example of where we should probably start to draw new lines.” 

•	 In the same interview, the Prime Minister commented that: “there will come a time I believe 
where you’re going to need to have two European budgets – one for the single currency, because 
they’re going to have to support each other much more, and perhaps a wider budget for everybody 
else.” He did not expect to achieve this in the current negotiations but saw it as “an indicator of 
the way Europe is going.” 16

•	 The UK opt-outs in the area of Freedom, Security and Justice negotiated in the conclusion of 
the Lisbon Treaty are time-limited and fall for decision in 2014 when the UK must opt out 
of significant policy fields or sign up to them forever. This is a sensitive matter with major 
implications for UK security and for British influence within the Union. The Prime Minister 
has indicated that the UK will exercise the opt-out, withdrawing from some 140 measures, and 
will then seek to negotiate opt-in provisions in a number of areas, including the European Arrest 
Warrant.17

•	 This is an area of real concern to Ireland, which has similar opt-out rights under the Lisbon Treaty. 
Major decisions will be required in areas such as the provisions for free movement of persons in a 
number of association agreements, with Turkey and Switzerland among other countries. Ireland 
has joined the UK in cases brought to the European Court of Justice on issues related to these 
agreements. It will be important to clarify the degree to which Ireland stands with the UK on 
these questions.

•	 The position of the business community in Britain must be taken into consideration in any analysis 
of public attitudes. There is evidence of two main trends. There is a clear split between the larger, 
multinational businesses, which are strongly supportive of the benefits of UK membership, and 
smaller companies, whose scepticism is often related to complaints about regulation or ‘Brussels 
Red Tape’. And there is a perceptible unwillingness to adopt pro-European positions in public 
because of political wrangling and media hostility to Europe. There is agreement on one key issue: 
business leaders recognise that a long period of uncertainty about the future UK relationship 
with the EU could be seriously damaging to the country’s economic interests. 

•	 It has been argued that the UK should proceed by advancing positive ideas for the future of the 
EU in areas beyond its usual preoccupations – further enlargement or deregulation of services. 
Constructive ideas in relation to climate change, sustainable energy, neighbourhood policy, 
foreign policy and defence could help the UK to build or sustain alliances with like-minded 
partners. Such initiatives could enhance Britain’s standing and influence within the Union.
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•	 As against this argument it is now felt by many commentators that the UK has exhausted much 
sympathy and goodwill; that its apparent intention to embark on what must be a time-consuming 
process during a demanding period of crisis management is misjudged and unhelpful. It has 
become increasingly difficult for the UK to persuade its partners that its concerns should be 
taken seriously. 

Ireland

The implications of these developments for Irish-British relations have been addressed in an IIEA 
paper by Daithi O’Ceallaigh and James Kilcourse. They argued that the UK will follow one of two 
paths – repatriating key competences from Brussels or withdrawing completely from the EU and they 
commented that, while  “the UK and Ireland now regard each other as ‘friends’ and ‘partners’… it would 
be careless to overlook the difficulties that Britain’s European policy may cause Ireland in the future. The 
Government appreciates the importance of the British-Irish partnership but also wishes to remain a core 
member of the EU.”     

They concluded that: “Britain’s European Policy may therefore force difficult choices on Ireland in the 
coming years.” Whatever the ultimate British position it is clear that developments in Europe mean that 
difficult and demanding choices will face the Irish political and administrative system and, ultimately, the 
Irish people in at least one further EU referendum. It is crucial that all of the issues facing the country, 
the policy options and their implications are fully researched, assessed and discussed in the critical period 
ahead so that the electorate can make an informed choice.18

The Taoiseach made his position clear in addressing Seanad Eireann on 18 July 2012 on the outcome of 
the June European Council. Referring to the growing debate on the Van Rompuy report he pointed to 
its great significance for the Union and for Ireland, saying that: 

“It will give rise to very important and fundamental questions, for us and for others. It is a 
debate for which we will need to prepare and position ourselves well, having carefully thought 
out the issues that need to be dealt with. The Oireachtas will, of course, have an important 
part to play. However, I want to see the debate go further and open a discussion that engages 
people throughout the country.” 19

Conclusion 

The prospect of a negotiated settlement resulting in ‘powers’ returned from Brussels to London must be 
seen as problematic. The present crisis in the Eurozone underlines the longstanding fissure between the 
British concept of the European Union and that of most of the continental Member States.  

The Rome Treaty preamble reference to a determination ‘to lay the foundations of an ever closer union 
among the peoples of Europe’ has not so far achieved a shared interpretation. As Philip Whyte points 
out in a Centre for European Reform (CER) paper: “those of a minimalist disposition, often to be found 
among the British, have usually understood it to mean little more than the removal of cross-border 
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barriers to the free movement of goods, services, capital and people. Those of a more ambitious bent, 
more often to be found in continental Europe, have seen the ultimate goal of the project to be some sort 
of ‘political union’ (however understood).” 20

It is clear that a serious debate on the meaning of that aspiration is now underway – as in the report by 
eleven EU foreign ministers – at the same time as the debate on the UK’s European policy continues 
apace. The eventual outcome – consensus, compromise or collision – is entirely unclear.

As one commentator in the EU Observer put it:

“There is an English nursery rhyme about the Grand Old Duke of York who marched 10,000 
men to the top of the hill only to march them down again. Desperately seeking opt-out in a 
bid to appease Eurosceptics is a dangerous and ultimately futile game. If the rest of the EU 
calls Cameron’s bluff and refuses any new concessions the demand for an in/out referendum 
would become almost irresistible. Even if he were to secure fresh opt-outs it would still not be 
enough for much of his party. In the end, the nursery rhyme goes ‘when they were only half 
way up they   were neither up nor down’. David Cameron is in danger of making the same 
mistake.” 21
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PART TWO

After the December 2011 Summit

Explaining his use of the veto at the European Council of December 2011, Prime Minister 
Cameron, having assured his audience that he had gone to Brussels to protect Britain’s 
national interest, stated that:  

“At this Council, the Eurozone economies agreed that there should be much 
tighter fiscal discipline in the Eurozone as part of restoring market confidence. 
That is something that Britain recognises is necessary in a single currency. 
We want the Eurozone to sort out its problems. That is in Britain’s national 
interest because the crisis in the Eurozone is having a chilling effect on Britain’s 
economy too, so the question at the Council was not whether there should be 
greater fiscal discipline in the Eurozone, but how it should be achieved…

There were two possible outcomes: either a treaty of all 27 countries, with 
proper safeguards for Britain; or a separate treaty in which Eurozone countries 
and others would pool their sovereignty on an intergovernmental basis, with 
Britain maintaining its position in the single market and in the European 
Union of 27 members. We went seeking a deal at 27 and I responded to the 
German and French proposal for treaty change in good faith, genuinely looking 
to reach an agreement at the level of the whole of the European Union, with 
the necessary safeguards for Britain. Those safeguards – on the single market 
and on financial services – were modest, reasonable and relevant. We were not 
trying to create an unfair advantage for Britain…

We were not asking for a UK opt-out, special exemption or a generalised 
emergency brake on financial services legislation. They were safeguards sought 
for the EU as a whole. We were simply asking for a level playing field for 
open competition for financial services companies in all EU countries, with 
arrangements that would enable every EU member state to regulate its financial 
sector properly.

The EU treaty is the treaty of those outside the euro as much as it is for those 
inside the euro, so creating a new Eurozone treaty within the existing EU treaty 
without proper safeguards would have changed the EU for us, too. It would 
not just have meant a whole new bureaucracy, with rules and competences 
for the Eurozone countries being incorporated directly into the EU treaty; 
it would have changed the nature of the EU – strengthening the Eurozone 
without balancing measures to strengthen the single market…

I do not believe there is a binary choice for Britain: that we can either sacrifice 
the national interest on issue after issue or lose our influence at the heart of 
Europe’s decision-making processes. I am absolutely clear that it is possible 
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to be a full, committed and influential member of the European Union but to stay out of 
arrangements where they do not protect our interests.” 22

The December summit was followed by the decision, involving 25 of the 27 EU Member States, to 
proceed with the intergovernmental Fiscal Compact and the Treaty on Stability, Coordination and 
Governance in the Economic and Monetary Union. The Treaty was ratified in Ireland by a 60/40 
majority in the referendum on 31 May 2012. Then, the June 2012 European Council received Herman 
Van Rompuy’s report – Towards a Genuine Economic and Monetary Union – with its vision of fiscal, 
banking, economic and, ultimately, political union. This report proposed that there should be moves 
“over the next decade, towards a stronger EMU architecture, based on integrated frameworks for the 
financial sector, for budgetary matters and for economic policy… buttressed by strengthened democratic 
legitimacy and accountability.” This will involve the creation of a Banking Union and a Fiscal Union with 
an inevitable move towards deeper Political Union.23

In his State of the Union 2012 Address to the European Parliament in Strasbourg, Commission President 
Jose Manuel Barroso commented that: 

“A deep and genuine economic and monetary union, a political union, with a coherent foreign 
and defence policy, means ultimately that the present European Union must evolve. Let’s not 
be afraid of the words: we will need to move towards a federation of nation states. This is 
what we need. This is our political horizon. This is what must guide our work in the years to 
come...Before the next European Parliament elections in 2014, the Commission will present 
its outline for the shape of the future European Union. And we will put forward explicit ideas 
for Treaty change in time for a debate.” 24   

The position adopted by the UK, and by some other Member States (Czech Republic, Sweden, Denmark?) 
will have long-term significance for the European Union as a whole since Chancellor Merkel, among 
others, has argued that necessary moves towards closer integration should not be held up because one or 
other Member State is unwilling to join in. 

This argument points clearly to the emergence of a virtual ‘two-speed’ Europe and provokes debate on 
the implications of such a development and on the possibility that ‘two-speed’ might in practice become 
‘two-tier’. It is interesting that, in his important book on the future shape of the EU, Jean-Claude Piris 
dismissed the ‘two tier’ option out of hand, stating that it would produce a permanent and irreversible 
separation between groups of EU states. He made it clear that the ‘two-tier’ concept would not be 
considered in his book.25 However, potential developments over the next year or two may well necessitate 
consideration of just such a future for the EU. 

The complexity of the emerging situation is highlighted by the political debates in economically stronger 
countries such as the Netherlands and Finland. During his successful campaign for re-election the Dutch 
Prime Minister, Mark Rutte, argued that: “There is a real choice in this election – also in Europe. Will 
we continue with our close relationship with Germany and Finland in fighting the euro crisis or will it 
make a shift to a more France-oriented Europe, which I will be against.” He added that he would like to 
stay on course in coalition with other northern European countries, saying that it is important for the 
Netherlands to come out of the crisis stronger by sticking to its policy of fiscal discipline.26 

BEYOND THE BRITISH VETO

12

http://ec.europa.eu/economy_finance/focuson/crisis/documents/131201_en.pdf
http://europa.eu/rapid/press-release_SPEECH-12-596_en.htm


The influential Finnish figure, Teija Tiilikainen, Director of the Finnish Institute of International Affairs 
and the representative of the Finnish Government in the 2002-2003 Convention, has been quoted as 
accepting that the rise of the ‘True Finns’ party has affected the government’s position on responses to the 
crisis. Finland has taken a tough line on the bailouts by, for example, demanding collateral and resisting 
intervention in the bond market by the bailout agencies. She is quoted as saying that “to some extent the 
tougher policy line reflects the growing importance of the Finns”. She also argues that Finland will find 
it very difficult to support solutions that involve more European integration.27

Speaking at the IIEA on 18 September 2012, Finland’s Minister of European Affairs, Alexander Stubb, 
voiced some serious concerns about proposals for EU treaty change:

“I have great understanding for the attitude that we need to do whatever necessary to strengthen 
the euro. If treaty change is needed, then it must be done. However, I am slightly sceptical as 
to the real need for treaty change and also cautious about its feasibility. Treaty change usually 
takes a long time and ratification is uncertain. We do not have the time, nor can we introduce 
an element of further uncertainty. For practical reasons it makes more sense to concentrate on 
improvements that are doable without treaty change…..

Fixing the euro is our most pressing issue and it must be fixed with speed and determination. 
We have the concrete elements like banking union, economic discipline and ECB action. 
We know what needs to be done. I would take great precaution in introducing elements like 
treaty change or federalism into the equation perhaps raising the bar of fixing the euro from 
the concrete and achievable to the theoretical and unachievable.” 

The widely respected Polish Foreign Minister, Radek Sikorski, in the 2012 Blenheim Palace Speech, 
insisted to his British audience that “your society is vulnerable to several myths about the European 
Union” and proceeded to demolish eight prime examples, ranging from ‘euro-sausages’ to the malign 
aspects of EU pesticides legislation. Moving on to quote a House of Commons report to the effect that 
the UK can only have influence within the World Trade Organisation through its EU membership, he 
agreed with Prime Minister Cameron’s assertion that British withdrawal to become a sort of greater 
Switzerland would represent a total denial of its national interest. He concluded with a firm statement 
of position:

“Now, Britain’s leaders need to decide once again how best to use their influence in Europe. 
The EU is an English-speaking power. The Single Market was a British idea. A British 
commissioner runs our diplomatic service. You could, if only you wished, lead Europe’s 
defence policy. But, if you refuse, please don’t expect us to help you wreck or paralyze the EU. 
Do not underestimate our determination to not to return to the politics of the 20th century…

We believe the Eurozone will survive, because it is its members’ interest for it to survive. 
The leaders of Europe will step up operational integration at the European level. The new 
institutional arrangements within the EU will be different. But eventually they will be strong. 
They’ll work because Europe’s leaders want them to work. And be careful what you read in 
your tabloids; no country has benefitted more from the single currency than Germany.” 28

Another dimension of the evolving debate has been introduced, perhaps inevitably, by the intervention 
of George Soros in an article in the September 2012 issue of the New York Review of Books, in which he 
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argued that the EU was being divided into two classes – creditors and debtors – and went on to assert 
that “the best course of action is to persuade Germany to choose between becoming a more  benevolent 
hegemon, or leading nation, or leaving the euro. In other words, Germany must lead or leave.” He then 
inserted, on 7 September, an addendum to the article in which he reported the decision of Chancellor 
Merkel to support ECB President Draghi’s proposed moves on bond purchases. This, Soros argued, was 
“a game-changing event. It committed Germany to the preservation of the euro…” He concluded that: 
“the euro crisis has entered a new phase. The continued survival of the euro is assured but the future 
shape of the European Union will be determined by the political decisions the Member States will have 
to take during the next year or so.” 29 

All of this points to a period of intense debate across Europe. President Van Rompuy has argued that: 
“achieving this vision will take time and will necessarily be a gradual process. But to ensure that we reach 
our goal, we must embark on this path now… the work ahead is to define the content and sequencing of 
all the steps. First, we need to get the substance right, and then we can talk about the process, about the 
legal and institutional means.” He further insisted that the EU will overcome the present crisis through 
reform and evolution, not through revolution. “We are not a state, we are a Union – and we must 
become a stronger Union.” 30

The Final Report of the informal Future of Europe Group made up of the Foreign Ministers of eleven 
EU Member States underlined the need for a focused and systematic approach to the search for policies 
capable of producing lasting solutions. “Some are short-term and some are long-term. Many can be done 
within the existing treaty framework; some may need amendments to the treaties. What is important, is 
to get the sequencing and the balance right…”31 Commenting on the significance of these developments, 
the ECFR director, Ulrike Guerot, argued that “the real challenge will be to make the next steps of 
political and fiscal integration with the citizens and not against them. Whatever this future European 
beast will be named and look like… (it) must come through the front door, not through the back door!” 
32 

As these developments took place the European debate in Britain followed a pattern that had been 
evolving over the past decade, with an ever-increasing Euroscepticism among the political classes, in 
much of the print and broadcast media, and in the wider population. 

As the Labour Party frontbench spokesperson, Emma Reynolds, has described: “Something fundamental 
has changed in the nature of the British debate about Europe over the last fifteen years. The last time the 
Conservatives were in power the division in the party was between those, like John Major, who wanted 
to remain ‘at the heart of Europe’ and those who sought to renegotiate our membership in order to 
repatriate large areas of policy from the EU. Today, the dividing line is between those who want to pick 
apart even the foundations of the single market and those demanding complete withdrawal. Damaging 
disengagement is the new consensus within the Conservative Party – the only disagreements are about 
scale and timing.” 33

In a paper for the CER, David Rennie of The Economist made the important point that the aftermath of 
the December summit revealed that there was no ‘club of ten’ countries outside the Eurozone looking 
to Britain for leadership. “But that does not mean that Britain cannot take any sort of a lead at all. It 
can speak up on behalf of the club of 27 (soon to be 28), urging the 17 core nations that use the single 
currency not to caucus among themselves and stitch up policies that affect the single market.”  
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He described the favoured strategy at the heart of current British diplomacy as securing close bilateral 
relationships capable of evolving into coalitions of the willing when needed. “The vision of Cameron and 
Hague for 21st century foreign policy is one in which Britain sits as a hub nation in the centre of a lattice-
work of flexible, overlapping networks. These networks might include countries committed to free trade, 
countries that believe in accountable government, the West, the EU, NATO, the Commonwealth or 
other alliances that meet a specific need. There is a wariness of committing Britain to action within fixed, 
rigid blocs.”  

Rennie identified two schools of thought within the Conservative Party, each seeking to exert influence 
on the party leadership. The smaller group, of ‘die-hards’ want Britain to secure a free trade arrangement 
with the EU, turning the country into “a bigger Switzerland with nukes” while a larger group “would like 
to use the evolving Eurozone crisis to negotiate what amounts to free-rider access to the single market, 
with a renegotiated lower-cost, lower-regulation membership fee.” 34

The CER economist, John Springford, took up this theme in an essay entitled Britain should not go Swiss, 
in which he pointed out that both Norway and Switzerland have developed a semi-detached relationship 
with the EU and that they are more ‘attached’ than some Eurosceptics care to imagine. He added that 
Norway’s special arrangements had come at a price: “the country must implement the EU’s single market 
legislation – including the social policies so disliked in Britain – but is excluded from decision-making 
on the rules.” Norway, he emphasised, has to contribute to the EU budget in respect of both structural 
funds and regional development. As for Switzerland’s arrangements with the EU, the country is not in 
the European Economic Area but, having negotiated a series of bilateral agreements to get access to some 
areas of the single market, the country must largely accept EU legislation pertaining to the markets it 
wants access to.

Springford concluded that these are certainly not the type of relationship British Eurosceptics want, 
asking whether the UK, like Switzerland, could have its ‘fondue’ (the ability to sell to the rest of Europe) 
and eat it (avoiding those Brussels directives it dislikes). “Unfortunately, the answer is no… Britain’s 
partners do accept its opting out of the single currency and some justice and home affairs policy. But they 
will not let Britain have something for nothing.” 35

David Cameron on the Eurozone Crisis 

In a widely-quoted article in the Daily Telegraph on 30 June 2012, Prime Minister David Cameron 
argued that:   

“It is vital for our country – for the strength of our economy, for the health of our democracy 
and for the influence of our nation – that we get our relationship with Europe right. We 
need to be absolutely clear about what we really want, what we now have and the best way 
of getting what is best for Britain. We need to answer those questions before jumping to 
questions about referendums.”   

He went on to explain to his readers that the problems of the euro were “driving a process that will see its 
members take more and more steps towards fuller integration. They are necessary if the euro is to survive, 
but mean that the EU and relationships within it will change. We have shown not only that we can stay 
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out of that integration, but that we can also get out of things – such as bail-out funds – that we don’t 
like. At Friday’s summit we ensured that the key parts of banking union would be done by the European 
Central Bank for Eurozone members and not for us. We won’t stand behind Greek or Portuguese banks, 
and our banks will be regulated by the Bank of England, not the European Central Bank.”    

He addressed the referendum issue and the political realities, writing that “while we need to define with 
more clarity where we would like to get to we need to show tactical and strategic patience. The Eurozone 
is in crisis which needs to be resolved, and we are in a coalition government during this parliament.” 
He claimed that “the problem with an in/out referendum is that it offers a single choice, whereas what 
I want – and what I believe the vast majority of the British people want – is to make changes to our 
relationship.” Arguing for a detailed assessment of “the parts of our European engagement we want and 
those that we want to end” he posed the question “how do we avoid the wrong paths of either accepting 
the status quo meekly or giving up altogether and preparing to leave?”  He concluded that eventually 
“we will need to consider how best to get the full-hearted support of the British people whether it is in a 
general election or in a referendum.” A referendum might happen “but let us get the people real choice 
first.”

George Osborne

In a statement to the House of Commons on 23 April 2012, the Chancellor of the Exchequer, George 
Osborne, commented that: “Eurozone countries need to make painful adjustments to their public 
finances and external deficits. It is a difficult path they have to walk – though the new governments in 
the likes of Ireland, Portugal, Spain and Italy are walking it. But that is the logic of the single currency 
they are all committed to. That is why I am opposed to British membership of the euro, why I shut down 
the euro preparations unit in the Treasury and why under this Government Britain will never relinquish 
the pound.” 36

Then, in the annual Mansion House speech to the City of London, on 14 June 2012, he addressed the 
evolving Eurozone crisis in detail, reminding his audience that he had been arguing for some time that 
the Eurozone must follow the remorseless logic of monetary union in much greater fiscal integration. A 
time for decisions had come: “The solution in the Eurozone doesn’t have to be a full-blown United States 
of the Eurozone but if it is to be successful it is likely to include most of the mechanisms that make other 
currencies work in countries such as the UK and the US: 

•	 more support from stronger economies to help weaker economies adjust;

•	 more pooling of resources, whether through common Eurobonds or some other mechanism; 

•	 a shared backstop for the banking system to strengthen banks and protect depositors; 

•	 and as a consequence, much closer collective oversight of fiscal and financial policy.” 

Having reiterated his view that these political implications were the main reason why he and many others 
campaigned against UK membership of the euro, he went on to insist that, for Britain, the risks of a 
disorderly collapse of the euro were huge. This means that it is not in Britain’s interest to stand in the 
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way of further integration amongst the Eurozone countries, including proposals for a banking union. 
That would be the natural consequence of a single currency and that was why the Lisbon Treaty explicitly 
provided for common supervision through the European Central Bank in the future. “But a banking 
union is not a natural consequence of a single market. The same level of integration and common 
supervision is not considered necessary in other areas of the single market like energy. So we are clear 
that Britain will not take part in this banking union. British taxpayers will not stand behind Eurozone 
banks, and British voters want the British authorities to be in charge of supervising our own banks, 
especially in a crisis.”  He further acknowledged that the likely changes would pose significant challenges 
for Britain, pointing out that, in the absence of the right safeguards, the likely further integration within 
the Eurozone could significantly alter the structures and dynamics of the EU. Within the EU as a whole, 
and under Lisbon voting rules, the seventeen Eurozone members, as a bloc, would have a guaranteed 
majority for most decisions. That made it entirely reasonable for the UK to call for safeguards to protect 
the interests of Britain and other non-Eurozone countries at a time of considerable change in the EU.

Chancellor Osborne concluded by asserting that the UK wanted to remain a full and active member of 
the EU single market, which had huge benefits for the economy:

“Indeed we want to deepen and enhance the single market. But the rules that govern that 
single market must continue to be determined by all 27 members of the EU, and not just by 
the 17 members of the Eurozone. In other words, the argument for safeguards that we were 
making last year is becoming more relevant than ever… In the Eurozone, things could still 
get worse before they get better. What we can do here in Britain is set a steady course. We can 
get a grip of the public finances. Lay the foundations of a fundamentally more competitive 
and sustainable economy. We can provide new help for lending and liquidity. Protect our 
taxpayers from lasting Eurozone entanglements that would cost us dearly.” 37 

Eurosceptic Pressures

A taste of the internal pressures faced by the Prime Minister and Chancellor may be obtained by reference 
to a speech to the anti-European lobby group, the TaxPayers’ Alliance, by the former Defence Minister, 
Liam Fox MP:  

“We are no clearer about how the Eurozone will ultimately be constituted. But whatever model 
is ultimately chosen to deal with the Eurozone crisis it will have profound consequences for 
the UK and its relationship with the EU. Whether there is a large central core of 17 states or 
a smaller central core of 10 moving towards greater fiscal, and therefore political union, the 
dynamic of the EU will be so fundamentally changed that it will be impossible to persuade 
the British people that this is the Europe they voted to join and we should not seek to do so… 

I would like to see Britain negotiate a new relationship with the EU based on economic rather 
than political considerations and set out in clear and unambiguous language. If we succeed 
a referendum should be held and formal acceptance advocated. If, on the other hand, this 
approach is rejected outright or falls short of necessary ‘red lines’ then we would have no 
alternative but to recommend rejection and consider departure from the EU… We have not 
moved the goalposts. But they have been moved nonetheless. We must now respond… We 
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must free ourselves from the dogma of ‘ever closer union’ that has been a handicap on every 
government since the 1970s.” 38

Liberal Democrat Policies

Looking to the other component of the Coalition, the Liberal Democrats 2010 Election Manifesto 
contained the clear statement “that European cooperation is the best way for Britain to be strong, safe 
and influential in the future. We will ensure that Britain maximises its influence through a strong and 
positive commitment.” The Manifesto, which reaffirmed the party’s support for UK membership of 
the Eurozone “when the economic conditions are right”, contained the important statement that: “The 
European Union has evolved significantly since the last public vote on membership over thirty years 
ago. Liberal Democrats therefore remain committed to an in/out referendum the next time a British 
government signs up for fundamental change in the relationship between the UK and the EU.” 39

In October 2011, the Liberal Democrat Leader, Nick Clegg, wrote in The Observer that it was only by 
having a loud voice in the EU that Britain can promote the open European economy that will deliver 
growth: “Being shoved to the margins, or retreating there voluntarily, would be economic suicide: a 
surefire way to hurt British businesses and lose jobs. It would also leave us alone in the world at a time 
of great uncertainty.” He made it clear that: “Liberals believe in integration because we understand that 
our nations are stronger together than we are apart. From the economy, to climate change, to defence 
and crime, cooperation between European countries has delivered untold benefits for every single person 
in the UK. Fracturing the EU would undermine those achievements. It should be avoided at all costs.”  

Change in Europe, Nick Clegg argued, presented Britain with opportunities, not just threats. He made 
a commitment that the coalition administration would pursue strategic and long-sighted policies in 
Europe, thus ensuring that Britain would not give up influence of benefit to the British people. “Nor will 
we sit on our hands and allow others to take it from us. We will strain every sinew to promote British 
interests, and it is in an open, united and liberal Europe that those interests are best served.” 40

The Liberal Democrat MEP, Andrew Duff, has written a “short book... to try to piece together what 
is going on” and to make a contribution to the important debates on “decisions which have to be 
taken in the next weeks and months if the future of the European Union is to be bright.” The central 
argument advanced by Duff relates to the Government’s decision to undertake the comprehensive review 
of the balance of competences between the UK and the EU, which he describes as having “very political 
purposes... the object of the review is to prepare the catalogue of demands which the UK will level at the 
rest of the EU at the next general revision of the EU’s treaties.” The strategy underlying the review is, for 
Duff, “an accident waiting to happen... trying to shape the British debate as a choice between, on the one 
hand, a new relationship with the EU having repatriated some competences in an outer tier (something 
slightly stronger that Turkey’s customs association or Norway’s European Economic Area status) and, 
on the other hand, the hard core secessionist position of UKIP.” This is a flawed policy because it does 
not guarantee British influence in the internal market, it will diminish UK influence in the wider world 
and will ultimately prove unstable since it cannot be wholly satisfactory both to the nationalists and 
federalists in the long run.  
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He hopes that the UK’s partners will remind it of the political context in which competences have been 
conferred on the Union by successive treaties and that they will point out that “it does not look well for 
British ministers to preach the ‘remorseless logic’ of fiscal union to their EU colleagues, as they do, while 
refusing to make concessions in a federal direction themselves.” While regretting that these developments 
are taking place with the Liberal Democrats sharing in government, Duff sees the only solution in some 
form of associate membership of the Union, with the option of returning to full membership in the long 
run.41

The Coalition Agreement

Following the UK General Election in May 2010, the Conservative and Liberal Democrat parties entered 
into government together. They signed a comprehensive Coalition Agreement that contained a section 
on Europe, commencing with the assertion that: 

“The Government believes that Britain should play a leading role in an enlarged European 
Union, but that no further powers should be transferred to Brussels without a referendum. 
This approach strikes the right balance between constructive engagement with the EU to 
deal with the issues that affect us all, and protecting our national sovereignty.” 

The detailed Coalition Agreement contained the commitment to “ensure that there is no further transfer 
of sovereignty or powers over the course of the next Parliament.” It indicated that there would be an 
examination of the balance of the EU’s existing competences – for example in respect of provisions like 
the controversial Working Time Directive – and stated that legislation would be introduced “so that any 
future treaty that transferred areas of power, or competences, would be subject to a referendum on that 
treaty – a ‘referendum lock’.” The proposed legislation would also provide that the use of any passerelle 
clause in the EU Treaties would require primary legislation.

The section on Europe also indicated that consideration would be given to a United Kingdom Sovereignty 
Bill designed to assert that ultimate political authority remained with the Westminster Parliament. It 
was made clear that Britain would not join or prepare to join the euro during the term of the Coalition 
Government. The approach to Justice and Security matters within the EU would be on a case-by-
case basis with priority given to preserving the integrity of the country’s common law system. It was 
finally stated that the Coalition would continue the longstanding UK policy of support for the further 
enlargement of the European Union.42

European Union Act

The commitment to legislate on any future transfer of power was followed up immediately and the 
European Union Act 2011 received Royal Assent on Tuesday 19 July 2011. The Explanatory Memorandum 
issued by the Foreign and Commonwealth Office stated that:

“The Government remains committed to playing a strong, positive and active role in the 
European Union. But many people in Britain feel disconnected with how the EU has 
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developed, and the decisions that have been taken in their name. The EU Act gives people 
more control over decisions made by the Government on the EU in their name. By rolling 
out control of these decisions to the people, the Government believes that this will help 
rebuild trust and reconnect people to these EU decisions.

The European Union Act ensures that if in the future there is a change to the EU Treaties 
that moves a power or an area of policy from the UK to the EU, then the Government will 
have to get the British people’s consent in a national referendum before it can be agreed. So 
there will be a referendum lock on these Treaties to which only the British people will hold 
the key.

The Act also provides that an Act of Parliament will be required for all types of EU treaty 
change, which was not previously the case, and before the Government can agree to the use 
of a ratchet clause, or passerelle. Where a passerelle would transfer power or an area of policy 
from the UK to the EU, then the Government will have to get the British people’s consent 
in a national referendum before it can be agreed.” 43 

In the Second Reading of the Bill in the House of Lords, on 21 March 2011, the Liberal Democrat 
Minister – and renowned Europhile academic and commentator – Lord Wallace of Saltaire, had the 
duty of replying to the debate for the Government. He insisted that the Bill was intended to address one 
underlying issue, which was that of popular consent and distrust and how to rebuild popular consent. 

“This Bill is the product of the coalition agreement and a compromise between initially 
very different positions. It is intended to draw the line underneath popular accusations that 
power is slipping silently and conspiratorially from London to Brussels. To demonstrate to 
the public that there will be a transparent process of scrutiny, the competences will not creep 
away but the complex and opaque processes of EU decision-making – sufficiently complex 
that my wife and I used to make a good living out of trying to explain them – will have to 
engage with public acceptability and public persuasion.”  

Turning to the question of referendums, Lord Wallace offered the opinion that it was unlikely that many 
single issues would come up on their own. It was recognised that the EU tended to move by means 
of package deals and major treaty changes. At the time of the next major treaty changes it would be 
appropriate to have a referendum on the entire package. 

He then made the significant statement that the Government did not expect there to be any matters 
for treaty change in its term of office. “When major changes are negotiated and passed, the British 
Government, having agreed to those changes, will of course recommend a yes and will campaign for it. 
They will have to persuade, to win over public opinion and to carry the country with them to gain public 
trust. That is one of the underlying purposes of the Bill… but we have to persuade our sceptical public. 
Previous Governments have failed to persuade our sceptical public, and the Bill is a step in rebuilding 
that trust.” 44
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United Kingdom Independence Party (UKIP)

Michael White has highlighted an important development in British politics since the start of the 1990s, 
pointing out that the appearance of one-policy parties such as the UK Independence Party had pulled the 
Tory mainstream further away from the idea of Europe. He recalled that David Cameron had clinched 
his leadership bid in 2005 by promising the Tory Eurosceptics like Bill Cash and Liam Fox that the 
Conservative Party would leave the largely pro-integration European Peoples Party/ European Democrats 
Group in the European Parliament in Strasbourg to form a new group, The European Conservatives and 
Reformists Group. The consequent, inevitable, isolation within the Brussels system clearly contributed 
to Cameron’s lack of support when he invoked last December’s summit veto. White described this as “a 
sceptics’ triumph that may prove short-lived.” 45

UKIP has enjoyed some significant success in the last two European Parliament elections – with 12 
MEPs elected in 2009 – and has formed the Europe of Freedom and Democracy Group, which has 34 
members from eleven Eurosceptic or Europhobic parties, (including Italy’s Lega Nord and the French 
party of Philippe de Villiers, who returned to Strasbourg as the only MEP that had participated in 
Declan Ganley’s Libertas campaign). While UKIP has no elected Westminster representation – though 
its former Leader, Lord Pearson of Rannoch, sits in the House of Lords – its consistent standing in 
national opinion polls, together with a growing presence in local government, poses a real electoral threat 
to the Conservative Party across England.

UKIP has consistently stated its belief that by leaving the European Union Britain will regain three 
essential freedoms, as spelled out in the party’s 2010 Election Manifesto:  

“Freedom of Action: No longer will our country have to grovel to the EU for permission to 
spend our own money… or to negotiate our trade deals and determine our destiny. While we 
face serious challenges, the UK’s ‘portfolio of power’ is still considerable… However, many 
of these global advantages are threatened by the conflicting demands of being a member of 
the EU, where the UK now has only 9% of deciding votes.

Freedom of Resources: The UK will save £6.4 billion a year in net cash… to spend how we  
wish. The overall cost of our EU membership is estimated by the TaxPayers’ Alliance at some 
£120bn p.a., which includes over-regulation, extra food costs, the loss of our fishing industry 
etc. We simply cannot afford to remain in the European Union.

Freedom of the People: We will no longer be governed by an undemocratic and autocratic 
European Union or ruled by its unelected bureaucrats, commissioners, multiple presidents 
and judges. UKIP will give power back to Westminster and to the people through binding 
national and local referenda and more effective, locally elected representatives. Britain will 
be free to choose a new positive vision for her future, free from the EU straightjacket.” 46
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Writing in The Sun, the UKIP leader, Nigel Farage MEP, saw renegotiation as an option but not a solution. 
The British people, he claimed, deserve a real choice in an ‘in/out’ referendum on EU membership:

“Back in 1971, a couple of years before we joined the Common Market (as the EU was 
called then), The Who wrote that great song Won’t Get Fooled Again. But in the past 40 
years we’ve been fooled time and time again. We were told our membership of Europe was 
about trade and opening up markets to British goods. Instead we got political interference, 
endless rules and regulations, our fish stocks plundered, and foreign criminals claiming the 
‘right to a family life’ in Britain.

Sound like a free trade agreement to you? No, me neither.” 47

Speaking to journalists at the UKIP 2012 Conference, Farage addressed the question of a possible 
post-election pact with the Tories, insisting that he had not proposed a pact with anyone and that the 
speculation originated among certain Conservatives who were arguing that they must do a deal with 
UKIP. He said: “I’m making it absolutely clear that we would not do a deal under any circumstances 
unless the Conservative party... or the Labour party for that matter, were to give an absolute promise, 
written in blood, that they would give us a full free and fair referendum on our continued membership 
of the EU.” 48

The Labour Party

The Labour Party’s position is largely pro-EU and those in the party supporting the idea of a referendum 
stress that it would be an opportunity to argue the positive case for membership during a national 
campaign – one that would also help the party build alliances with pro-EU elements of the business 
community. The party leader, Ed Miliband, has written that:  “there is clearly a case for deeper cooperation 
by the Eurozone countries, but at the heart of British foreign policy, at the heart of our commitment to 
the EU, must be a basic principle that the future of the single market and future European cooperation 
is shaped by all the countries who are part of it, not just those who share the single currency.”

The Shadow Chancellor, Ed Balls MP, published an article with Lord Peter Mandelson in The Guardian 
in May 2012, in which they argued that Britain must be part of the debate about the future of Europe 
and the Eurozone:

“At the heart of Europe’s problems is the fact that the Eurozone does not have the institutions 
or political machinery to project confidence in its own future. So, first, it needs a new political 
settlement. It needs a European central bank that is willing explicitly to stand in the way of 
sovereign contagion from the periphery. It needs an active European stability mechanism 
that can meaningfully support short-term sovereign liquidity and the recapitalising of the 
European banking system. And it needs a system of collective economic decision-making 
among Eurozone countries that ensures everyone plays by the rules. That is why we have 
both argued that some form of greater fiscal union is now inevitable...
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And Britain’s role and place in this process? It should be at the centre, bringing its own 
experience in banking reform and labour and product market reform to the table, irrespective 
of the fact that it is not in the Eurozone. The reality is that there is no bad outcome for the 
Eurozone that is not a bad outcome for Britain. So this is a perilous time for the British 
government to be increasingly isolated and politically disengaged.  

Britain should be influencing the debate on the future of Europe, not locked out of the room 
where the big decisions will inevitably be taken on issues that directly affect our economic 
interests. We would not simply be doing our European neighbours a favour by making the 
case for sustainable growth and playing our part in a revived European economy. We would 
be securing our own economic future.” 49

In an article in June 2012 on the fundamental problems of the Eurozone, Ed Balls argued that “the 
Eurozone must admit that muddling through, patching up bank vulnerabilities, country by country, 
while sticking to the ideology of austerity has failed and is now building to a catastrophe. The Eurozone 
countries – above all, Germany – must face up to the economic and political logic of the single currency 
they have signed up to: that they stand or fall together and must do whatever it takes to support any and 
all of its members in difficulty. That means a recapitalisation of troubled banks and the European Central 
Bank able to act – like the Bank of England can in Britain – as a lender of last resort support banks and 
countries in the euro area.” 50

Emma Reynolds MP, Labour’s Shadow Europe Minister, believes that “the need to restate the case for our 
membership of the EU has therefore never been more pressing… The idea that political disengagement 
will insulate us from the economic problems of our continental neighbours is pure fantasy… there are 
great dangers in unpicking the largest internal market in the world. If we asserted as a matter of principle 
that countries only have to stick to the rules they like, some might choose to opt out of limitations on 
state aids, the requirement to offer public contracts to competitive tender or any among thousands of 
other market-opening rules required by the EU. The single market would start to unravel and British 
exporters would suffer.” 51

The Party’s Shadow Foreign Secretary, Douglas Alexander MP, has charged that the Prime Minister’s 
approach to the EU question “seems to be more concerned with managing party interests than governing 
in the national interest when it comes to Europe.” He argued that it was not sensible to take a definitive 
stance on a European referendum “because none of us can fully predict where Europe will be in a few 
months, never mind a few years.” He advanced four scenarios for Europe’s future: a gridlocked EU 
muddling through; Eurozone breakup, with incalculable consequences for everyone; an inner core of 
Eurozone states with the UK finding allies among the ‘outs’; or, a more integrated union in which the 
vast majority participate, but without the UK. It is “far from clear what we would be asking to stay 
inside, or indeed what we would risk being outside… so it would be impossible now to answer the 
questions the public would surely want answered in a referendum campaign.”      He went on to argue 
strongly for a serious debate on reforms needed to ensure the political legitimacy of the EU, concluding 
that “Britain today needs an effective Europe strategy – and a referendum may be a policy, but it is no 
substitute for a strategy.” 52    
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In a Policy Network paper, Lord Roger Liddle, former advisor to Tony Blair and the Labour Party’s front 
bench spokesperson on Europe in the House of Lords, expanded on Miliband’s argument:  

“Of course, for David Cameron Britain remains part of the EU – as long as anti-European 
pressures inside his Conservative party do not reach bursting point. In the government’s 
eyes, Europe is a benefit allowing us to take advantage of political cooperation on matters 
where we happen to agree. They accept that the Single Market pays trade and economic 
dividends which Britain would not wish to lose, but would like us to draw the line there...

We will not strengthen our position in the Single Market by diplomatically excluding 
ourselves from the room when key economic questions affecting this country’s future will 
be decided… The Coalition would like to think that we can keep the best of both worlds, 
enjoying the benefits of the Single Market while avoiding any of its obligations or political 
commitments.”   

Making it clear that there is a major EU reform agenda that must be pursued, Liddle characterised the 
apparent position of the Coalition Government as staying forever out of the single currency; having 
nothing to do with even a reformed fiscally stable union; taking the City out of the reach of Brussels; 
probably opting out in 2014 of all justice and home affairs legislation, even though it is of great benefit 
to Britain’s national security. In this situation, he enquired, “which Member States are going to be our 
allies and who else shares this minimalist vision of Europe?”  

He concluded by arguing that “the European Union is an exercise in pooled sovereignty or it is nothing. 
If we are not prepared to join in and do our bit, we will ultimately make ourselves irrelevant. We cannot 
indefinitely achieve our national objectives by staying out of the room when we don’t like what is being 
discussed inside, or of opting ‘out’ of so much that it begins to look as if we might as well not be ‘in’. Is 
Britain’s twenty first century vocation ‘European’ or is it not? If not, the government will have to provide 
a totally new rationale and strategy for our role, prosperity and security in the global world.” 53

Another voice from the left, the former Secretary General of the Socialist Group in the European 
Parliament (and Secretary General of the Parliament for a decade), Sir Julian Priestley, has identified key 
elements of the situation and pointed towards appropriate policy options.

He argued that popular support for European integration had collapsed due to the slow and ineffective 
measures taken by Europe’s leaders to save the currency, to deal with the financial difficulties of some 
Member States and to keep banks afloat. Furthermore, there was an absence of firm action to combat 
appalling levels of unemployment and to confront the prospect of persistent depression and decline. 
Many people had come to the view that the EU was concentrating on an agenda of austerity, squeezing 
the potential for growth out of the European economy and effectively ruling out Keynesian economic 
responses. People had not seen any real solidarity between Member States in confronting the tyranny of 
the financial markets, nor a robust defence of Europe’s trade interests and its social welfare model.

Julian Priestley further commented that: “This lowest common denominator approach to European 
construction, the blame game between national capitals and Brussels, the failure to present a cogent 
vision of a Europe being on the side of people has triggered a wave of support for nationalist, populist 
and xenophobic forces which is a far greater threat to the long term prospects for the Union than the 
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continuing morosity of its traditionally difficult offshore member. Europe’s miserable performance in 
this crisis is feeding Euroscepticism throughout, including Britain.”   

He concluded that turning British public opinion around required those who remained pro-Europeans 
to find their collective voice and to engage in a systematic challenge to the daily media barrage of 
“misinformation, myths and downright lies”. This would require pro-European parties and politicians 
to summon up a little political courage – to “raise their game.” To really turn around public opinion in 
Britain and in the wider Europe would require the EU and its institutions to change fundamentally by 
introducing a better balance between responsible finances and a growth strategy and by ensuring the 
resources to match the policies.54

Behind the Official Positions

A YouGov survey of British attitudes towards the UK’s international priorities, published by Chatham 
House, has confirmed the level of the UK general public’s scepticism about deeper European integration 
and about the EU itself. A clear majority (57%) of the general public wanted a referendum on UK 
membership, with 49% indicating they would vote for the UK to leave the EU (30% voting to remain 
a member; 21% in Don’t Know/ Won’t Vote categories). 

However, when presented with a broader set of options than a straight in/out choice, the most popular 
preference was not for withdrawal but for continued membership of a less integrated EU. A clear majority 
of the public favoured closer cooperation with EU partners in policy areas seen to be important for UK 
prosperity and security, covering trade, energy and climate policy, border security, foreign, defence and 
security policy, relations with key emerging economies.        

The survey covered the opinions of a group of ‘opinion-formers’ who were emphatic about the centrality 
of Europe to the country’s future; 53% of these respondents were opposed to an EU referendum and, 
were a referendum to be held, 63% would vote to remain within the Union. The logic of cooperation 
with European neighbours in a world of global challenges was compelling.

Looking at attitudes within the Coalition parties, a striking divergence of opinion on Europe was 
revealed: 69% of Conservatives would vote to leave the EU (18% would vote to remain) while 44% of 
Liberal Democrats would vote to remain a member (39% would vote to leave). Labour supporters in 
general were evenly divided on the question (39%-37% margin in favour of remaining), but more than 
85% of Labour opinion formers would vote to remain a member. 

The conclusions of the survey on Europe point to hard choices ahead and the question is posed: “Can the 
coalition government construct a viable future for the UK within, but on the margins of, a more integrated 
EU? Would the British public thank or punish the government for offering it a stark referendum on 
staying in or exiting the EU in order to seal the decision?” 55

YouGov President, Peter Kellner, reporting the findings of a more recent survey, has written that the 
attitudes of most British voters are intimately linked to their view of Britain itself and that they belong 
to one or other of three groups: 
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•	 Worried Nationalists (42%) who, “were Britain a castle surrounded by a moat, would want the 
drawbridge up most of the time”;

•	 Pragmatic Nationalists (23%) “would lower the drawbridge more often” to allow more contact 
with the outside world;

•	 Progressive Internationalists (25%) think Britain must play a full role in global institutions and, 
by three-to-one, think that the EU is a success story. “They are happy for the drawbridge linking 
Britain to the rest of the world to stay down.”

Kellner concluded that: 

“The broader lesson is that those who seek to persuade Britons either to love or to hate 
Brussels by stressing the precise wording of EU treaties, or the details of the CAP, or the 
merits of the Working Time Directive, are wasting their time. Few people think about the 
EU in these terms; and the few who do are probably committed enthusiasts for, or utterly 
hostile to, the whole project; so their votes are locked up. For most people, attitudes to the 
EU are shaped by two broad things: their view of Britain itself, and how far they are at ease 
with the direction in which our society is heading. As with so much else in politics, fear is 
a big driver of public attitudes. At the moment, the fear factor is working hard for the EU’s 
opponents.” 56

The Director of the Federal Trust, Brendan Donnelly, argued in April 2012 that “this consensus for 
detachment is buttressed by a Eurosceptic mythology that is becoming every day more powerful in the 
British political debate, a mythology founded on implausible but enthusiastically advocated claims about 
the imminent demise of the single European currency and the systematic reversal of the extraordinary 
achievements of European integration since the Treaty of Rome.” He pointed out that there is a long 
tradition in UK discourse of underestimating the seriousness of the commitment of continental 
Europeans to the process of European integration: “There are remarkable echoes in today’s European 
debate of the scepticism with which the British ruling classes greeted the aspirations of the Messina 
Conference and the Treaty of Rome. It is as if the intervening years, with all the progress made towards 
European unification despite British obstructionism, had never taken place.” 57

Donnelly’s mention of Messina refers to the presence at the historic conference in November 1955, 
which produced the draft Treaty of Rome, of a low-level British representative in the person of the pipe-
smoking Russell Bretherton, Under Secretary at the Board of Trade, who eventually asked for the floor 
and made the remarkable statement that: “The future treaty which you are discussing has no chance of 
being agreed; if it was agreed it would have no chance of being ratified; and if it were ratified it would 
have no chance of being applied. And if it was applied it would be totally unacceptable to Britain. 
You speak of agriculture, which we don’t like, of power over customs, which we take exception to, and 
institutions, which frighten us. Monsieur le president, au revoir et bonne chance.” He then walked out 
and did not return.58

David Rennie, in the aforementioned paper for CER, concluded that “Cameron’s government operates 
under important new constraints, as will all British governments for the foreseeable future. A combination 
of the ‘referendum lock’ enshrined in the EU Act of 2011, together with pressure from public opinion, 
the press and Parliament, makes it hard to see the country signing up to any further transfers of powers 
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from Britain to the EU. Yet, at the same time, if Eurozone integration proceeds without Britain, and so 
deeply that the single market starts to fragment into inner and outer cores, the strongest argument for 
British membership will be undermined. The situation is stable and unstable, familiar and unfamiliar. 
How this ends is unknowable and is only partly in Britain’s hands.” 

Review of the Balance of Competences 

On 12 July 2012 the UK Government announced that, in line with the commitment in the Coalition 
Agreement, a review would be conducted of ‘the balance of competences between the United Kingdom 
and the European Union.’    

The Foreign Secretary, William Hague, introduced the review in a lengthy speech to the House of 
Commons in which he stated that:  

“Membership of the EU is in the UK’s national interests. The Government are committed 
to playing a leading role in the EU and protecting the UK’s national democracy, but the EU 
needs to reform to meet the challenges of competitiveness, a stable Eurozone and greater 
democratic legitimacy. The crisis in the Eurozone will almost certainly mean great changes 
for the European Union over the course of this decade...

As the European Union continues to develop, however, we need to be absolutely clear when 
it is most appropriate to take decisions at the national or local level – closer to the people 
affected – and in other cases when it is best to take action at the EU or global level. It would 
be rash to predict with certainty how the Eurozone crisis will end, what solutions will be 
agreed upon and found to be workable and sustainable, and what choices other countries 
will make. Until we have a better idea of the answer to those questions, we will not know the 
decisions that all EU countries will be facing...

Today, I have published a Command Paper that sets out in detail how we will deliver our 
undertaking in the coalition programme for government to ‘examine the balance of the EU’s 
existing competences.’ The review will be an audit of what the EU does and how it affects us 
in the United Kingdom. It will look at where competence lies, how the EU’s competences, 
whether exclusive, shared or supporting, are used and what that means for our national 
interest. These are issues that affect all EU Member States and could have a bearing on the 
future shape of the EU as a whole...

To do justice to the complexity of the issues and the interests at stake, it will be important 
to allow enough time for this process to cover the necessary ground. Departments will 
begin substantive consultation this autumn, and reports informed by evidence received on 
individual areas of competence will be published as the review progresses. The review will 
conclude in 2014. The end result will be the most thorough and detailed analysis possible 
of what the exercise of the EU’s powers does and what it means for the United Kingdom. 
The review will present the evidence and analysis, and of course it will be for political parties 
to decide on their own policy recommendations. Such a comprehensive piece of work has 
never been undertaken before, but it is long overdue. It will ensure that our national debate 
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is grounded in knowledge of the facts and it will be a valuable aid for policy makers in the 
future...

The work that I am announcing today will help to inform decisions on Britain’s future path 
in Europe. It is not a consultation about disengaging or withdrawing from the EU. The 
coalition Government’s policy on Europe has not changed. We remain committed to our 
membership of the EU and to a strong and stable Europe... This analytical exercise will help 
to inform political parties and the British public, as they consider how the United Kingdom’s 
democracy, prosperity and security are best advanced in Europe – and in the world at large 
– and what kind of Europe it should become.” 59

The explanatory paper setting out the detailed terms of the review contains the following significant 
commentary on key aspects of the situation within the EU:

“The Eurozone crisis is changing the shape of the EU. It is pushing it towards greater ‘variable 
geometry’ – with a number of different configurations of Member States cooperating in 
different policy areas. This should make for a more effective EU, a body with the flexibility 
of a network not the rigidity of a single bloc. Variable geometry should not undermine the 
foundations of   membership of the EU, in particular the single market, and no Member 
State should be excluded from participating in areas it wants to join. At all times the UK will 
ensure its influence is brought to bear as an active and activist member of a changing EU. 
This matters for Europe as a whole. The UK has historically played a key role in these areas 
and should carry on doing so.” 

The paper lists a number of relevant Government actions in connection with the on-going Eurozone 
crisis:

•	 a deal to end the UK’s liability in the Eurozone crisis through the EU budget; 

•	 securing EU legislation as a step towards a safer and stronger banking system in Europe;  helping 
to protect the taxpayer from picking up the bill when things go wrong;  

•	 providing a basis for European countries to implement the global agreement on banking 
standards;              

•	 securing a commitment that as Eurozone countries move towards designing a full banking union, 
which will not involve the UK, the integrity of the single market for all 27 members of the EU 
will be preserved;   

•	 refusing to allow a Fiscal Compact to be written into Treaty law without adequate safeguards for 
the single market.

It went on to indicate a number of areas in which the UK Government will be active:

•	 continuing to encourage and support the steps needed to ensure stability and strengthened 
governance in the Eurozone;  
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•	 ensuring that action to tackle the crisis in the Eurozone protects the unity and integrity of the 
single market;  

•	 continuing its policy of practical cooperation on international crime and on migration with 
Britain’s EU partners;  

•	 working for more effective regulation of the financial sector which ensures financial stability and 
protects UK interests;  

•	 working in the G20 and other global bodies to co-ordinate international efforts to stimulate 
growth, trade and economic reform.

At about the same time, the Fresh Start Project was launched by a number of Tory MPs – George Eustice, 
Andrea Leadsom, and Chris Heaton Harris (who was an MEP from 1999 to 2009). Foreign Secretary 
William Hague welcomed the initiative since now “is the right time for serious thought to be given to 
how Britain’s place in the EU can be improved.” 60

The Lisbon Opt-Outs

The reference in the UK Government paper quoted above to continuing practical cooperation on 
international crime and on migration must give rise to consideration of the position arising from the 
opt-out arrangements negotiated by both the UK and Ireland in respect of the Lisbon Treaty provisions 
in the area of Freedom, Security and Justice, previously referred to as Justice and Home Affairs. The 
Treaty contains two Protocols, which affect UK and Irish participation in this policy area: the UK/Irish 
“Opt-out/Opt-in” Protocol and the Schengen Protocol. 

International law expert, John Handoll, in the IIEA paper on the Lisbon Treaty, explained:

“The UK/Irish ‘Opt-Out/Opt-In’ Protocol applies to the whole policy area of Justice and 
Home Affairs. There are different reasons for the opt-outs. In relation to immigration and 
asylum, the principal reason for the opt-out is the desire to protect the Common Travel Area 
i.e. the passport-free zone between Ireland and the UK…” while “in relation to police and 
judicial cooperation in   criminal matters, the decision to opt out was due to Ireland and 
the UK’s shared concerns about respect for the core elements of their shared common law 
tradition which differs from that of the civil law system in most other European countries. 
Although the Lisbon Treaty respects the legal traditions of Member States, the UK took the 
decision to opt out of the area of police and judicial   cooperation in criminal matters. Ireland 
followed suit, on the basis that Ireland, together with the other common law jurisdictions, 
Malta and Cyprus, would not have the necessary clout to influence decision-making with 
their EU partners from civil law traditions.”  

TONY BROWN

29



He pointed out that the Irish government had adopted a more nuanced position than that of the UK and 
indicated that it would participate to the maximum extent possible in relevant policies with particular 
emphasis on provisions for police cooperation measures. Ireland undertook to review the operation of 
the opt-out arrangements within three years of the treaty’s entry into force. And it was made clear that 
Ireland would seek to operate on the basis of constructive engagement, expecting to opt in to policies 
and programmes on a case-by-case basis.61

In the UK case, as David Rennie has pointed out, it was assumed that no British government would ever 
want to withdraw from all the measures in question – the arrest warrant, EU systems for cross-border 
policing and prosecutorial cooperation and access to national criminal record registers around Europe. 
The opt-outs offered the UK a one-off, time-limited right to opt out of all the crime-fighting measures 
or sign up to all of them forever:   

“The deadline for decision falls in 2014. But on February 6th 2012, 102 Tory MPs urged the 
government in an open letter to seize the moment, and opt out of the lot. This was no empty 
grandstanding… Ministers have told officials seriously to weigh the case for and against an 
opt-out…

The issue is described by senior officials as a ‘ticking time bomb’. In January 2011, during a big 
fight in Westminster over EU powers, the government offered a concession to Eurosceptics: 
a promise of a vote in Parliament on whether to opt out of justice and policing laws. Most 
Tories would probably vote to walk away, though they would probably seek to opt back in 
to some forms of EU cooperation, such as criminal-record checks. The bomb will have to be 
defused, one way or another.” 62

The Minister for Europe, David Lidington, on the role of Parliament in the decision to opt out of as many 
as 133 measures, has stated that it seems “completely implausible that a Government could go ahead 
with a decision to opt in en masse to these if there had been an adverse vote in the House of Commons 
against them. I do not see how that is politically sustainable for any Government of any political colour.”   

House of Commons Committee

The Foreign Affairs Committee of the House of Commons has launched an inquiry into ‘The Future of 
the European Union: UK Government Policy’, concentrating on the following issues: 

•	 To what extent should the December 2011 European Council and its outcome be seen as a 
watershed in the UK’s EU policy and place in the Union?

•	 Between now and 2020, what institutional architecture and membership should the UK seek for 
the EU? Should the UK embrace a formalised two (or more)-tier EU and start to develop ideas 
for multiple forms of EU membership?

•	 What is the relationship between the new ‘fiscal compact’ Treaty and the EU’s acquis? What 
impact might the conclusion of the ‘fiscal compact’ Treaty have on other aspects of the EU and 
its policies, such as the EU budget, enlargement, or the Common Foreign and Security Policy?
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•	 Should the UK Government support the incorporation of the ‘fiscal compact’ Treaty into the EU 
Treaties? If it should, what demands and safeguards, if any, should it make its condition for doing 
so?

The first witnesses called to address the Committee included Charles Grant, Director of the Centre for 
European Reform, and Mats Persson, Director of Open Europe. Written evidence was called for and the 
Committee’s has published more than thirty extensive contributions from individuals and organisations 
ranging from the Archbishop’s Council of the Church of England to the Scotch Whisky Association.

A particularly interesting written submission was made by Maurice Fraser of the LSE and Chatham 
House, a former Special Adviser to Conservative Foreign Secretaries, including Geoffrey Howe and 
Douglas Hurd, who argued that the UK’s national interest remained in the promotion of a unitary model 
of European integration, with a complementary rather than an alternative role for ‘variable geometry’. In 
this context the UK has a continuing interest in a strong European Commission upholding the interests 
of the Union as a whole. 

He continued by suggesting that, while there is an assumption that monetary union requires fiscal union 
if it is to be sustainable, the appetite for far-reaching economic union in the Eurozone is at present 
limited. In this case, the UK’s role should be to inject clarity and realism into any discussion, in the 
interests of the Union as a whole. Those who argue for political union to underpin economic union 
have yet to demonstrate how such a solution would command legitimacy. Institutional reform and 
public consent needed to be pursued in tandem and not left entirely to post facto legitimation through 
parliamentary ratification or a referendum. 

Maurice Fraser offered the further opinion that it had become widely accepted that, to move beyond the 
Eurozone crisis, a new system of economic governance going beyond the Fiscal Compact requirement 
of balanced national budgets, tight surveillance and automatic sanctions for excessive deficits, would 
be required. However, he suggested, given the backdrop of severe fiscal retrenchment across the EU 
Member States, there is little evidence of support for more ambitious ideas such as fiscal federalism, 
defined as involving a new dedicated budget for economic transfers and the mutualisation of existing 
debt in the form of Eurobonds. He conceded that the limited use of such bonds for new debt may yet 
prove acceptable to Germany and concluded that:   

“We are still in an EU of nation states and, for as long as this remains the case, it would seem 
unlikely that the Member States would fail to draw from the Eurozone crisis the obvious 
conclusion that countries should in future avoid moral hazard and take full responsibility 
for their own economic management. As for the more radical ideas for European economic 
governance intermittently advanced by France (such as harmonisation of company taxes or 
of labour market regulations), these have attracted little support across Eurozone members, 
given their potential to undermine the comparative advantage of many Member States. Nor, 
crucially, are such ideas likely to be acceptable to Germany.
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The UK’s role – from its position as a non-member of the Eurozone but a significant 
economic and financial actor – should not only be to urge clarity in the Europe-wide debate 
about further economic integration but also to caution against a rush to political union 
which is not, of itself, required by the degree of economic integration which seems likely, in 
light of the limited provisions of the Fiscal Compact.     

It would not be in the UK’s interest to absent itself from such a debate, given its degree of 
economic interdependence with its Eurozone and fiscal compact partners. But, to be effective, 
the UK’s contribution to the debate (however intergovernmentalist or ‘Eurosceptic’) should 
be presented in a way which does not call into question its bona fides or its commitment to 
secure and build on the demonstrable achievements of the EU to date.” 63

Westminster Hall Debate

A Westminster Hall adjournment debate on the theme of the ‘EU-UK Relationship (Reform)’ was held 
on 18 September 2012. The debate was introduced by Tory MP and former Barclay’s banker, Andrea 
Leadsom, and focused on the work of the Fresh Start project, described above. Characterised by a BBC 
correspondent as “essentially an internal Conservative discussion”, the tone was set by Andrea Leasom, 
who quoted Foreign Secretary Hague’s foreword to the Fresh Start project review: “The Eurozone crisis 
is setting in train what may well be profound changes in the structure of the European Union. These 
will pose very important choices for every country in the European Union, inside the Eurozone or out.”  

Andrea Leadsom argued for a policy of reform followed by a referendum, insisting that “reform is 
absolutely key and the poll survey shows that the British public think so, too. If the public saw reform, 
they would be content to remain a part of the EU.” And, she added, “What happens next is about 
politics, not economics.” Quoting Prime Minister Cameron as favouring a looser EU with the flexibility 
of a network rather than the rigidity of a bloc, she entered into an argument with Tory colleagues on the 
distinction between a ‘multi-speed’ and a ‘multi-tier’ Europe. She came down in favour of ‘multi-tier’ 
since “there can be different relationships with the EU, not that different countries are all trying to get 
to the same end-point.” And then, in a significant passage, she set out – and effectively dismissed – four 
alternatives to EU membership.

Firstly, most favoured nation terms would involve tariffs on UK manufactured exports, reducing the 
UK’s attractiveness for inward investment and ending UK influence on EU rules and regulations. The 
European Economic Area option – the Norwegian option – would give the UK market access, but this 
would be subject to EU regulations with little ability to shape them. Under a Free Trade Agreement – 
the Swiss option – the UK would be outside the customs union and not formally subject to EU social 
or product regulation but, in practice, these regulations would probably be replicated to ensure access to 
the internal market. The fourth option of being part of the customs union – the Turkish option – would 
give access to trade in goods, with full product regulation, but not for services and agricultural goods 
and there would be no ability to influence the shape of EU legislation. Under these four ‘options’, the 
UK would not be subject to the CAP or regional policy and would have a significantly reduced budget 
contribution. She concluded: “I think that if we were to leave the EU, the world would not end, but my 
point is that it would be far better for Britain to negotiate better terms and to remain part of the EU.”  
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Turning to the Fresh Start proposals for renegotiation and reform, Leadsom stated that the greatest 
need was “to achieve a rolling opt-in and opt-out of EU policies… we should look at whether, for those 
who are not part of the fiscal union, we could have some sort of rolling opt-in and opt-out… when 
governments change they could have a window of opportunity to decide on which policies they want to 
remain part of and which areas of EU jurisdiction they want to remove themselves from.” 

A flavour of the overall Eurosceptic line adopted by Leadsom – and of her understanding of the EU 
system – may be gained by reference to remarks about British officials and representatives in the EU 
institutions: “When we visit MEPs and Commissioners in Brussels we find that they have all gone native: 
they even speak with a sort of weird part French, part German, part English accent – if there is such 
a thing. They lose track of whom they represent. What we need is British people in the Commission 
representing British interests.” 

At this stage, William Cash MP referred to the State of the Union Address by Commission President 
Barroso: “I wonder whether she appreciates that, however sensible her ideas may be on lists of functions 
and attitudes, the European Union does not have the slightest intention of entering any negotiations in 
that direction… the situation has now become critical. The Barroso speech sets out an agenda of more 
integration and a federal Europe, and we are now confronted by the reality that they are not listening to 
us.” He then argued that any likely renegotiation would involve asking such fundamental questions that 
the other Member States would not accept them. “When they do not, our option will be clear: however 
much we might not want to, we will have to leave the European Union…”   

The voice of the senior former Minister, Peter Lilley MP, was then heard. His focus was on how to get a 
better relationship with Europe and he made the very basic point that “because a new deal will require 
unanimity among our partners, that will be possible only if our partners are the demandeurs: if they are 
going to be coming to us saying, ‘we want a new treaty, we want to change the existing treaties’ and they 
are probably going to be doing that on several occasions.” The strategic decision for Britain was, then, 
whether to go for a big-bang solution, seeking a decision on everything it wanted to change, or “instead, 
emulate the Euro-federalists and employ salami-slicing tactics – a slice here and another slice for the next 
treaty, and so on… we have to establish first the precedent that powers can come back to Member States; 
then, we can get ever more.”    

The Labour Party’s Shadow Europe Minister, Emma Reynolds MP, then entered the debate, stating 
bluntly that the opposition believed that the UK should remain in the EU and rejecting arguments that 
it would be in the UK’s national interest either to leave the Union or reduce its relationship to one based 
on trade. A referendum at this time would be a distraction from the task of dealing with the country’s 
economic crisis. “The question about what our relationship with the EU will become is open now, given 
the nature of Mr Barroso’s speech last week… we will see how that relationship develops in terms of what 
kind of political and fiscal union the Eurozone states want to form.”   

Arguing that the Labour Party is not a defender of the status quo in Europe and favours reform of key 
internal policies, she stated that: “the only way to achieve such reform, however, is to have influence in 
the EU and not to be stranded on the sidelines. Regrettably, as a result of the Prime Minister’s walk-out 
at the European summit in December, our stock in Europe sits at an all-time low.” She concluded:
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“Today’s debate is reminiscent of the 1990s: the divisions of the Tory party have not yet 
healed. We have seen three different positions on the Government side: no change and stay 
in; stay in and argue for repatriation and renegotiation; and to get out. The Conservative 
party is utterly divided. As long as the Government put the party interest before the national 
interest our stock in Europe will remain low and our ability to argue for reform will remain 
incredibly limited. It is regrettable that the Government are divided at home and weak in 
Europe, and that they are therefore incapable of being a strong and effective voice for reform 
in Europe.” 

Replying to the debate, the newly appointed Junior Minister, Mark Simmonds MP, defended the Prime 
Minister’s veto at the December European Council as significant in demonstrating that the Government 
can protect the UK’s national interest. He went on to speak of the evolving situation in the EU and argued 
that “events in the Eurozone will have wide-ranging implications, and its ultimate shape is unknown and 
uncertain. The Prime Minister has made it clear… that as Europe changes to meet the current challenges, 
our relationship with it may also change. It is vital for Britain’s national interest, and for the European 
Union’s strength and prosperity, that we meet those challenges.” 64

Reporting on the event, Mark D’Arcy of the BBC wrote that: “the real interest was the interplay between 
Tories who want Britain out; Tories who want renegotiation; and between old guard Tory Eurosceptics 
who regard the new kids on the block as a bit naïve and new-wave Tory backbenchers who are impatient 
with those they regard as fixated on abstruse constitutional issues.” He concluded that Andrea Leadsom 
was opening “a new front in the European conflict, with a policy prescription which falls short of leaving 
the EU – but which could still put the government in a difficult position, if they have to deliver, or at 
least promise to deliver, it.” 

Opinions on the UK’s Options

In the opinion of Charles Grant, founder and Director of the Centre for European Reform, “The British 
government should come up with positive ideas for the EU – and not only further enlargement (on 
which it has little support) or the deregulation of services and the digital economy (on which it has 
allies). Constructive ideas on climate, energy, the neighbourhood, foreign policy or defence would make 
it easier for Britain to forge alliances with like-minded countries, such as the Nordics, Poland, Italy and 
– on some issues – France and Germany. Such alliances would enhance Britain’s ability to set the Union’s 
agenda and thus win the arguments in Brussels. This would help to refute the Eurosceptic assertion that 
the EU works against British interests.” 65

However, his colleague in the CER, Philip Whyte, has argued that: “the UK has exhausted a lot of 
goodwill. And it will struggle to persuade others to take its concerns seriously… Britain’s determination 
to review the terms of its EU membership is seen as an unhelpful distraction at a time when the region 
is in crisis. It has been likened to complaining about a neighbour’s intruding hedge while their house is 
on fire; and it is in any case seen as a prelude to the UK’s eventual exit…” 66

On the Eurosceptic side of the debate, Open Europe, in a paper on the future of the UK’s international 
trading sector, speculated on a number of possible changes in the direction of the country’s EU policies, 
commented that: “there are three factors that could alter the cost-benefit analysis of the EU in future:
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1) If EU trade liberalisation stalls over the long-term;

2) If the EU moves in a more protectionist direction in the wake of the Eurozone crisis;

3) If the EU prevents the UK from taking advantage of growth opportunities in non-EU countries 
in future trade talks. 

In light of these trends and an increasingly sceptical UK public, in order to justify continued   membership, 
the UK Government should seek to achieve a new model for EU cooperation based on different – and 
equally legitimate – circles of EU membership.” 

The Open Europe paper went on to argue that, in any such structure, “the UK should remain a full 
member of the single market in goods and services and of the EU’s customs union, but take a ‘pick and 
mix’ approach in other areas of EU policy.” This would achieve important reductions in the non-trade 
costs of EU membership – like the EU budget and the impact of EU regulation – while permitting the 
UK to remain at the heart of the EU’s cross-border trade. It concluded that “as the Eurozone is likely 
to need a new set of EU Treaty arrangements to move towards further integration, which the UK must 
approve, Britain will have a unique opportunity to stake out its own model for EU membership.” 67

The Director of Open Europe, Mats Persson, argued that:

“Growing public frustration with the costs of EU membership is unsustainable in the long-
term and cannot be ignored. However, there is no clear-cut or easy option for the UK outside 
the EU. If Britain chose to leave tomorrow, it would raise more questions than answers, and 
contrary to popular belief, still require complex negotiations with and approval from other 
European governments…

But given the growing public hostility to the EU and events in the Eurozone, the status quo 
isn’t an option either. Therefore, it is in the UK’s interests to stay in the EU but renegotiate 
a new model for membership founded on a continued commitment to EU-wide trade but 
substantially less EU involvement in other areas…

The longer we go on without genuine EU reform or if the Eurozone crisis drives a new wave 
of protectionism, the weaker the case for EU membership will get. The UK cannot afford to 
miss out on growth opportunities in the rest of the world.” 68

Writing in the Daily Telegraph on 21 September 2012, the Tory MP, Daniel Hannan, produced a personal, 
non-exhaustive, checklist of what would constitute a successful renegotiation:

“Would Britain have pulled out of all common initiatives in the field of justice and home 
affairs? (An especially easy one, this, as a formalised opt-out mechanism will come into force 
next year).

Would we have sovereign control over our own fishing grounds, out to 200 miles or the 
median line, as allowed under maritime law?

Would we be independently represented in third countries, having withdrawn from the 
European External Action Service?
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Would we be free unilaterally to repeal EU social and employment legislation?  

Would we be able to negotiate independent free trade accords with non-EU states, without 
the constraints of the Common External Tariff? Would we be outside the Common 
Agricultural Policy?   

Would we lose our Eurocrats and MEPs – or, at the very least, have them in some form 
of part-time role where they couldn’t vote on the issues where Britain had recovered its 
autonomy (and with commensurately reduced salaries)?  

Would financial services be beyond the scope of EU jurisdiction? Would we be outside the 
various regional schemes, social and cohesion funds and other boondoggles? And would our 
budget contributions fall to reflect our reduced participation?

In the event of a dispute, will our own Parliament, rather than the European Court of Justice, 
have ultimate power to decide whether any given proposal is within the EU’s competence?

What matters most, though, is being absolutely clear, in advance, about what we want. 
If we have no bottom line – no point at which we would walk out rather than sign – the 
renegotiation will have failed before it begins.” 69

A strong pro-EU voice from within the Conservative Party has been heard amid all of these arguments. 
The then Justice Secretary, Kenneth Clarke, took the opportunities offered by interviews on the BBC 
and by the Daily Telegraph to launch a frontal attack on Eurosceptics in general and those within his own 
party in particular. Arguing that calls for a referendum were irresponsible since they served to distract the 
public from the real issues confronting the government and the country: 

“I cannot think of anything sillier to do than hold a referendum. I’m not keen on referendums, 
I see no case for this referendum. It would settle nothing; particularly it would settle nothing 
with the frenzied Eurosceptics, who keep believing that European bogeys are under the bed 
any time we get into any problems… if you ask the public what are their priorities at this 
difficult time… the idea that they’re all demanding a referendum on the European Union 
would be regarded as ridiculous… it’s the demand of a few right-wing journalists and a few 
extreme nationalist politicians.” 70

From an Irish Viewpoint

The importance of the historic links between Ireland and the UK at this difficult period in the economic 
circumstances of both countries has been recognised and reiterated at the highest level. 

The Joint Statement of the Taoiseach, Enda Kenny, and the Prime Minister, David Cameron, on 12 
March 2012 indicated that: “as partners in the European Union we are firm supporters of the Single 
Market and will work together to encourage an outward-facing EU, which promotes growth and jobs.” 
The Statement went on to highlight the shared interest in reducing the regulatory burden on small 
enterprises, the importance of the digital economy, the need for an effective internal market in energy 
and the commitment to build a robust and competitive financial services sector across the EU. However, 
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the document says nothing about the central EU issue in 2012, other than an almost passing reference 
to consulting on “key EU policy issues.” 71

The Irish Ambassador to the UK, HE Bobby McDonagh, told the IIEA on 2 July 2012, that:  

“There is ever more reason for Ireland now to work closely with the UK in Europe from our 
different perspectives. The genuine warmth of the wider political and economic relationship 
provides an ideal context for such cooperation. Moreover, the increasing risk of a degree of 
British isolation in Europe following the European Council in December and in view of 
British public opinion, makes it all the more important for Ireland to argue for maximum 
British EU involvement, and for Britain to work to cement its relations with a partner 
like Ireland which in several areas shares its interests and which, as I said at the outset, 
shares a way of doing business.  As Eurocepticism seems to spread even further in Britain, 
and the advocates for Europe appear less visible and audible, perhaps Ireland, as a well-
regarded friend, can in a small way contribute some degree of reassurance to Britain about 
membership. 

I would emphasise again the obvious point that Ireland and Britain do not constitute a camp 
in Brussels, Anglo-Saxon or otherwise. We disagree, sometimes strongly, on many specific 
policy issues such as agriculture. We tend indeed to have quite different attitudes to the very 
specific policy issues such as agriculture. We tend indeed to have quite different attitudes to 
the very nature and direction of the European Union. But Ireland has for many years now 
seen France and Germany principally through the prism of EU membership. Increasingly 
perhaps Britain and Ireland should see each other as partners in the European Union as 
much as partners in the peace process and in business.” 72

The Irish Times London correspondent, Mark Hennessy, echoing the Ambassador’s conclusions and 
arguing that, while the UK’s marginalisation might make little difference to Ireland, “withdrawal would 
be an entirely different beast”, went on to point out that “for years, the Republic and the UK have been 
of one mind on the need to expand the EU’s single market. Equally, there are common views on financial 
services taxes and corporation tax. However, both differ fundamentally on the Common Agricultural 
Policy and issues such as employment law.” He concluded his article by reporting an intriguing remark 
on UK-Irish relations by an unnamed Irish ‘diplomat’:  “We don’t agree with them on everything, far 
from it; but it suits us to have them around. There are geographical, cultural, economic ties that exist 
with London that do not exist with anyone else. Let us hope that they do nothing.” 73

The commentator on British-Irish relations, Andy Pollak, has pointed out that: “increasingly, political 
and business leaders are forecasting that the only way out of the euro crisis is for a very significant 
deepening of European Union, starting with a fiscal and banking union. This will require a referendum 
in the UK, one which will almost certainly not be passed. What then for Britain in Europe?  An arm’s 
length trading relationship? Total exclusion? And what will be the impact on Britain’s largest trading 
partner, the Republic of Ireland? How will it affect the North-South relationship on this island if the UK 
effectively leaves the European Single Market, and how might the impact on that relationship of such 
a cataclysmic development be mitigated? These are the massive issues… which are bending minds in 
Dublin and London these days, more than anything specifically to do with Northern Ireland.74
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Paul Gillespie has edited the two major IIEA studies of Irish-British relations within the context of EU 
membership. In a contribution to the Dublin Review of Books in January 2012, he addressed the complex 
issues arising for those relations in the context of the present recession and the Eurozone crisis.

Starting with a rhetorical question – “If the euro system survives and deepens, how realistic is it to think 
it could be governed from the twenty-seven and not the seventeen?” – he went on to argue that: “the 
UK desperately needs the Eurozone to succeed yet will not join it. But on the balance of interests those 
outside will not be allowed dictate terms. That makes a deepening inner core more likely than a unified 
EU.” That scenario gives rise to the prospect of a deep debate in the UK about relations with the EU and 
to the realisation that Ireland’s choices could be profoundly influenced by that debate. “So the strategic 
impulse that originally attracted Ireland towards EC/EU membership in the 1960s and 1970s as a means 
of reducing dependence on the UK resurfaces now that the euro is facing an existential crisis requiring 
that the EU be deepened politically if the currency is to survive.”   

Gillespie commented that, while Ireland might be happy to see the UK as a leader in the EU, “or on 
occasion a gambler willing to join new initiatives the better to adapt them to its own interests, the best 
that can be hoped is that it will be a late joiner, refusing to join European projects from the beginning 
and then being forced to do so later.” However, the developing scene in UK politics, with the growth 
in Euroscepticism, “in fact makes two other scenarios of the UK’s policy direction more likely: the 
opportunist or pick and choose approach, or that of the rank outsider in which Britain is left outside a 
deepening Eurozone.”       

Ireland, he concluded “will find it more difficult to marry its EU and UK policies in this setting. All this 
underlines the need for a more coherent Irish foreign policy towards Britain… the next phase in British-
Irish relations concerns their respective positioning within a reconfigured European Union…”

All of this, he argued, requires an understanding that “pursuing strategic alliances and knowing when 
to intervene effectively in EU debates and with whom is a large part of what makes a small state smart 
within (the EU) system.” And he recalled the comment of the UCC historian, Joe Lee, that “small states 
must rely heavily on the quality of their strategic thinking to counter their vulnerability to international 
influence”. That injunction remains relevant in the current EU context.75

Finally, the editorial in the December 2011 edition of Irish Foreign Affairs made the challenging point 
that:

 “If the UK is marginalising itself in the EU, a renewed emphasis on the bilateral relationship 
will be important. In the end, however, Ireland’s place, though once defined on the world 
stage by our relationship with our neighbour, is now in Europe. Britain’s casting off of the 
lines to the mainland and drift into the mid-Atlantic does not change that reality.

Britain is concerned because it is isolated from Europe. Ireland is concerned because it saw 
no alternative but to be one of the 26 and thus isolate itself from Britain. It is now faced with 
the dire prospect of having to act the part of a European state in European affairs instead of 
dragging along in Britain’s wake.” 76 
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