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Foreword
Tom Arnold, Director General, IIEA.

The IIEA published Britain and Europe: The Endgame - An Irish Perspective in march 
2015.  The study represented a comprehensive analysis of the possible impact of different 
levels of engagement/disengagement between the UK and the EU on Ireland, North and 
South.  In its publication, the IIEA aimed to enhance the quality of political and public 
discussion within island of Ireland, the UK and the EU.

We now publish a postscript to our earlier book.  This postscript analyses the key changes 
in the political landscape since march 2015;  the outcome of the UK election in may 
2015;  prime minister Cameron’s letter to EU president Tusk setting out the four key 
British demands in a negotiation on EU reform; and the growing importance of security 
as part of European politics resulting from the refugee and migration crisis and the paris 
massacre.

A key conclusion from our march 2015 book and now our postscript is that the debate 
about a possible Brexit raises what Brendan Keenan describes in his Summary as ‘issues 
of the gravest consequences for the Irish people, North and South’.  We hope our 
contributions illuminate and clarify these issues.
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Executive Summary
Brendan Keenan

Introduction
Events have moved swiftly in the attempt by British Prime Minister David Cameron 
to renegotiate the UK’s membership of the European Union, even since the March 
publication of the Institute’s book on the subject, Britain and Europe: The Endgame. 
For obvious political reasons, the movement has been disguised as much as possible 
but its scale deserves the updated analysis in this “postscript.”

When mr. Cameron set out his objectives in January 2013, the main role he identified 
for the EU was in relation to trade and prosperity. In contrast, in November 2015 when 
he launched the detailed list of his demands in a letter to Donald Tusk, president of the 
European Council, the importance of the EU to the UK’s national security featured 
prominently.

The magnitude of the refugee crisis and the speed with which it unfolded elevated the 
prospect of a security union to the top of the European agenda. The possibility of a 
security union had been foreseen in our study Britain and Europe, on the grounds that 
it would emerge naturally as one of the four core areas defining the European Union.

A security union would be a natural fit with Britain’s history, self-perception and current 
pre-occupations. The change in emphasis increases the possibility that the re-negotiation 
will lead to the “half-in” stance of the UK in the EU, rather than the “half-out” position 
which would be much more problematic, not least for Ireland.

British voters will now be presented with a major decision on both the UK’s external 
position in relation to both Europe and the rest of the world and the internal one 
on its future as a unitary state. These two decisions link together inexorably in view 
of an emerging consensus that a UK withdrawal from the EU would trigger another 
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referendum on independence in Scotland, where Scots might very well decide to remain 
in the EU and leave the UK.

These are issues of the gravest consequence for the people of Ireland, North and South, 
although at this early stage, it is extremely difficult to work out all the likely ramifications. 
The refugee and security crises increase uncertainty over the possible re-establishment of 
border controls on the island of Ireland and restriction on movement, as well as trade. 
In Northern Ireland there is a worrying lack of analysis and debate about both the losses 
and missed opportunities which could occur under different scenarios, with the lead 
being taken by the house of Commons Northern Ireland committee.

It is apparent that there is a deep reluctance on the part of some Northern policy makers 
to acknowledge the magnitude of the present systemic links across the border, or to reflect 
on how these might be built upon to generate further synergies for both jurisdictions. 
Such a narrow and grudging approach to growing the island economy, and the wider 
lack of engagement with Europe, may be politically popular in some circles of Northern 
politics, but make no sense from a business or economic perspective. The policy failures 
that produce a Northern Ireland economic strategy which treats the Irish economy in 
much the same way as it treats Singapore are not unrelated to a wider euro-scepticism.

In the broader field, the movement engendered by the emergence of the security 
dimension will permit a wider debate in the UK, while it is clear that most  member 
States would wish to accommodate Cameron as far as is possible, and as quickly as 
possible, on the other issues of competitiveness, the development of the Union, and the 
role of national parliaments – on the grounds that Europe does not need another crisis.

our book defined the half-in position as one where:

The UK does not join the euro but signs up to as many EU initiatives as possible 
in all other policy fields, in a similar way to Sweden or Denmark. It engages 
actively and positively in the EU and thereby maintains its place at the Union’s 
top table in spite of the fact that it is not a Eurozone member. The UK could 
even take the initiative to become a leader in certain policy areas, e.g. security, 
foreign policy and digital policy.

Such an outcome could define Britain’s relationship with Europe for a generation. The 
danger remains that solving the problems of welfare tourism and governance of the 
Eurozone might prove more intractable than anticipated. The emergence of populist 
governments, like that of poland, and the growth of populism elsewhere, as in France, 
might cause governments to be less accommodating in their responses to Cameron’s than 
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has been the case so far. Nevertheless, the prime minister has good grounds for thinking 
he can win.

The optimistic outlook of a new half-in position requires not just a victory in the 
referendum, but a convincing one. This would require at least a 55-45% vote in favour 
of the remain option. Since England has 84% of the UK’s population it would also 
require a majority of English voters to choose to remain in – and preferably by a similar 
55-45% margin. In that case there would be a solid majority all-round the UK’s four 
constituent parts. That would allow Cameron validly to declare the question settled, 
thereby bringing the “endgame” to an honourable conclusion.

Background
In his Bloomberg speech of 23 January 2013, promising to renegotiate Britain’s 
membership of the EU, David Cameron called for fundamental reform of the EU to 
deliver prosperity and retain the support of its peoples. Significantly, he claimed that 
the original purpose of the EU, to secure peace, had been achieved and the overriding 
purpose now was to secure prosperity in the new global race that he claimed was under 
way.

he said that the principal reason for the UK’s membership of the EU was participation 
in the Single market and the new settlement that he was seeking would be a relationship 
with the Single market at its heart. To illustrate this emphasis on free trade as the UK’s 
priority he said that many ask, “Why can’t we just have what we voted to join – a 
common market?” This reflects the dominant discourse in the UK that the Community 
is essentially a free trade arrangement and ignores the political nature of the European 
project.

There are aspects of the vision of Europe set out by Cameron, such as the preference 
for an intergovernmental approach, that are common to many of his predecessors from 
both the Labour and Conservative parties. however, the almost exclusive focus on trade 
and prosperity, the absence of geopolitical considerations and the willingness to risk 
marginalisation in Europe did set Cameron’s approach apart from virtually all of his 
predecessors.

For harold macmillan, prime minister when Britain first applied to join the Community 
in 1961, the political aspect was paramount. outside the Community, the concern was 
that the US and the EEC would act in concert without agreement with the UK, or even 
seeking its opinion, and this would represent a threat to Britain as a world power.
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his immediate predecessor as a Conservative prime minister, John major, always 
emphasised the need for Britain to be at the heart of Europe and to inspire and shape 
it. he set out a policy of ever closer union between states, as the alternative to a federal 
merger of states, and said when national interest and Community interest coincide 
then common action is only common sense. In his speech to the Conservative party 
Conference in 1992, major said that the most far reaching, the most profound reason, 
for working together in Europe was peace; the peace and stability of a continent ravaged 
by total war twice in a century.

The new settlement sought by Cameron in his Bloomberg speech is reminiscent of the 
free trade agreement sought in 1958 but vetoed by de Gaulle: a period in which strategic 
thinking on realistic options was notably absent in the UK.

Negotiation
Now, the United Kingdom faces two major decisions on its state structure in the 
forthcoming referendum. The first is on that external question of continued membership 
of the EU, which will determine its future international position in myriad ways. The 
second decision is on its internal structure as a unitary state, bringing together England, 
Scotland, Wales and Northern Ireland. The UK’s political discourse now links these 
two decisions together inexorably in an emerging consensus that a UK withdrawal 
from the EU would possibly trigger another referendum on independence in Scotland. 
Because most Scots would prefer to remain in the EU they could well choose to leave 
the UK. Thus the dual sovereignty question facing the UK, and referred to in the IIEA’s 
successive books on the subject, is now explicitly wired into the political argument over 
the country’s future.

This sovereignty question poses four major existential challenges for the prime minister 
(and for his Conservative party and the UK itself ) in the referendum campaign. The 
UK’s future international position is at stake as key allies warn on the loss of international 
influence if it departs. That is linked to the state’s survival because of the Scottish question. 
Cameron would almost certainly have to resign as prime minister and party leader were 
he to lose the referendum. Increasingly he sees his political legacy determined by these 
decisions, whichever way they go. he does not want to be remembered as the prime 
minister who failed to keep the UK in the EU, saw Scotland secede, and what remained 
of the UK lose international influence. rather, he wishes to be seen as the leader who 
resolved the UK’s long-running dual sovereignty questions for another generation.

Such challenges are a strong argument for Cameron to make an emotional as well as a 
self-interest case for remaining in the EU, assuming he reaches an acceptable outcome 
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in the negotiations - which this update argues is likely. he is universally recognised 
as a powerful campaigner and political communicator; a point brought home to his 
fellow political leaders at the 16-17 December 2015 European Council where he made a 
dazzlingly effective speech outlining the political problems he faces. Seasoned observers 
reckon he can make a 20% difference to the outcome of the campaign if he fully engages 
on both dimensions.

The Security Dimension
As is often the case, events have been decisive. The refugee crisis and the paris massacre 
have re-written the EU political agenda and re-ordered its priorities. As a result, the 
British negotiations on membership have become a challenge to be solved by conventional 
diplomacy rather than by high politics in a do-or-die confrontation between Britain and 
the rest.

Developments since the election have placed what could have been a contentious issue 
within the much broader context of securing Europe’s external borders, a matter in which 
all the member States have a common interest. The magnitude of the refugee crisis and 
the speed with which it enfolded elevated the prospect of a security union to the top of 
the European agenda, an ambition made all the more urgent by the fear of returning 
Jihadis adding to the already alarming terrorist threat in the EU heartland.

The possibility of a “Security Union” was foreseen in our study “Britain and Europe,” 
where it was posited that under the pressure of events such a union would emerge 
naturally as one of the four core areas defining the European Union and would be a 
natural fit with Britain’s history, self-perception and current pre-occupations. Cameron 
stresses that the new threats from russia in the Ukraine, from ISIL in the middle East, 
and from Syrian migration, did not exist at the time of his Bloomberg speech in early 
2013. In addition, while he had referenced a loss of influence globally if the UK left the 
EU in the speech, his statement in November 2015 is much more explicit in stating that 
if the British prime minister was no longer present at European Summits the loss of that 
voice would permanently change the UK’s ability to get things done in the world.

Prospects
The reality of a resurgent russia, and the mindless terrorism of ISIL, may have made 
the policy shift unavoidable in 2015, but it is nonetheless of significance in terms of the 
future of the UK’s relationship with the EU. It is likely that a political judgement is also 
being made that expanding the case for Europe beyond trade to security and influence is 
a better prospect for a successful referendum.
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It is very evident that the policy of the Conservative party after it lost power in 1997 
and took a Eurosceptic turn was to seek a new settlement for Britain in Europe – a 
settlement based, to the greatest extent possible, on trade. It was only a matter of when 
the opportunity would arise for a renegotiation to be initiated. It is now equally clear that 
this dream of an intergovernmental union of  free member States pursuing the ideal of 
cooperation is not achievable and the limited agenda sent to Donald Tusk confirms this. 
Cameron has abandoned the exclusive trade and prosperity line in recognition of this 
and the need for him to shape the referendum debate around more than the economy.

Former Foreign Secretary William hague, the chief architect of the policy that led to 
the renegotiation, has confirmed that he is unlikely to vote to leave the EU due to its 
importance in stabilising the Balkans and because it could lead to the break-up of the 
UK. This leaves the discussions centred on demands that are capable of being resolved. 
It helps greatly that in the end there were only four areas to be dealt with: Economic 
Governance, Competitiveness, Sovereignty and Immigration, and that only one of them 
could really be classified as difficult - the question of immigration.

The core issue here is discrimination against other EU nationals during the first four 
years of their employment in the UK in respect of welfare benefits and social housing. 
It is not going to be easy to solve but with the goodwill that has characterised the 
negotiations since they opened it can be achieved. It is always possible that the issue 
can be pushed too far by the British negotiators or that their counterparts might dig in 
on doctrinaire grounds. There have been periodic hints of both, but that is in keeping 
with the technocratic nature of the negotiations to date. positions will more likely soften 
when negotiations enter the high level political phase.

The other three issues all fall into the category of the solvable. That of increased 
competitiveness and less red tape for business has already been incorporated by president 
Juncker into his Commission programme and the process of making life easier for 
business will prove to be a congenial one for the British negotiators. As for sovereignty 
(particularly as expressed in the desire to put a limit on Britain’s commitment to “ever 
closer union”) our study on “Britain and Europe” indicated that Britain’s desire to be 
exonerated from this Treaty ambition had been put to rest at the European Council in 
June 2014 where, in effect, it was agreed there would be a two tier Europe, as distinct 
from one of two speeds.  

The contrast between British rhetoric and European reality will generally be glossed over 
so as not to cause embarrassment to either side and the UK’s ambition to be excluded from 
further integration will eventually be solemnised in an appropriate formula consistent 
with the European Council conclusion of June 2014. The prime minister wants this to 
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be in “a formal, legally-binding and irreversible way”; a challenge that will have to be 
overcome. The key issues here are the political interpretation the prime minister will 
place on each of these three conditions. on the other side it can be assumed that the 
other member States would wish to leave room for a successor British government to 
reopen the door to ever closer union should it so wish.

The remaining substantive issue under the sovereignty heading is that of an upgraded 
role for National parliaments. As expressed in his letter, the prime minister’s wants “to 
enhance the role of national parliaments” so that they can stop unwanted legislative 
proposals. This would seem susceptible to compromise, one that might bring benefit 
to the decision-making process when it comes to law making and, possibly, economic 
policy. There is no question that resolving the matter will require some deft footwork in 
preserving the integrity of the Community method while respecting the prerogatives of 
national parliaments, especially one with a heightened sense of its own importance such 
as the house of Commons.

The remaining agenda item is what the prime minister’s letter describes as Economic 
Governance. here the aim is to formalise Britain’s position within the Single market and 
to safeguard the City of London from unwanted restrictions in a way that is consistent 
with its permanent opt-out from the Euro. What he sought in his letter was a set of 
legally binding principles under which the integrity of the internal market would be 
respected as well as the legitimate interests of the non-euro members. As a similar feat 
has already been accomplished within the Banking Union it should not be too difficult 
to satisfy the prime minister on this point.

Ireland
The debate over the UK’s future presents the Irish government with a quandary: on the 
one hand, Ireland remains a committed member of the EU, with little in the way of 
domestic political Euroscepticism, and is wary of any attempts by the UK to roll back 
the process of European integration. on the other, the government is acutely aware that 
failing to secure a package of reforms that would keep the UK in the EU could have 
profoundly negative implications for the island of Ireland.

These twin threads define the Irish position on the issue of Brexit, and the apparent 
difficulty in marrying the two on certain issues has given rise to a degree of uncertainty 
over the future of relations between two states with a deeply entangled past. The economic 
and political ties that bind the two states are further strengthened by the imperative 
of maintaining peace and stability in Northern Ireland, which requires the continued 
engagement and cooperation of London and Dublin.
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The fragility, and potential reversibility, of this settlement was underlined in the past 
12 months – a period in which the stability of the devolved institutions was called into 
question, and ultimately required an intensive ten-week period of talks between the UK 
Government, Northern Irish Executive and Irish Government in order to secure the 
‘Fresh Start’ deal.

It is of little surprise, then, that the Irish government sees Brexit as a threat to its 
political and economic interests, and has not been reticent about publicly expressing 
its support for Britain’s continued membership of the EU, as well as its desire to play a 
constructive role in the debate. As Irish Foreign minister Charles Flanagan alluded to 
in his 9 September 2015 speech to Chatham house, the instinctive Irish position is to 
be sympathetic to the UK’s position, and the country will do everything in its power to 
ensure that the UK’s future is in the EU.

Though it is clear that Irish political support for the UK is given without hesitation, 
in practice this must be translated into an approach which marries the twin themes of 
Ireland’s pro-European integration stance, and the need for stability in the British-Irish 
relationship. Naturally, then, finding compromises that lie at the locus of the two will 
be the Irish priority – but this may be easier to achieve in some instances than others, 
and Irish support for specific UK demands is more nuanced than the Government’s 
statements would suggest.

Indeed, a small number of the negotiating points laid out in David Cameron’s letter of 
10 November, in particular on the issue of migration, which is key to David Cameron’s 
upcoming referendum campaign and by implication the UK’s future EU membership, 
might appear to Irish eyes to strike at the heart of the European project.

The pragmatism that has characterised the discussions to date provides grounds for Irish 
optimism, but clarity is still needed on certain key issues and for the time being the 
outcome of the negotiation remains deeply uncertain. Indeed, uncertainty has become 
a hallmark of the United Kingdom’s engagement with the EU in recent times, and it 
is clear that mr. Cameron’s reform agenda has engendered a degree of exasperation in 
several European capitals. From the Irish point of view, however, the loss of the UK from 
the EU would be so profound in its consequences that facilitating a constructive and 
collaborative dialogue, and finding a solution which satisfies both the British and the 
Irish interests, will be the priorities.

Northern Ireland
With the emerging debate on the consequences of Brexit for Northern Ireland and 
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the island economy, the Northern administration is now obliged to contemplate the 
economic and other implications for them of the likely outcome. The referendum will be 
decided by the UK as a whole but may have very specific consequences for the economy 
and wider governance of Northern Ireland in circumstances where, at this early stage, it 
is extremely difficult to work out ex ante all of the likely ramifications.

Even if the UK electorate vote to remain in the EU, under acceptable modified terms that 
are unlikely to differ very dramatically from the present terms, the long-term lukewarm 
participation of the UK in a range of important EU activities and their refusal to join 
in others have already had negative economic consequences for Northern Ireland and 
the inter-relationship of the Northern and Southern economies. North-South trade and 
disruptive cross-border shopping activities have been affected by large fluctuations in 
the euro-sterling exchange rate, where this aspect tends to be highly visible and attracts 
immediate attention. however, more importantly it has also made it more difficult to 
build longer-term and deeper North-South economic and business engagement within 
the island than it might have been if the UK were a fully participating member that 
shared the objective of closer business and economic integration within the EU and if 
this logic was also applied to the island economy.

This sub-optimal situation within Northern Ireland has been exacerbated by the 
unwillingness of the UK government to participate in a series of European post-Single 
market initiatives designed to move further ahead with the creation of a more deeply 
integrated European market place. The most important of these initiatives concerns the 
fact that the UK remains outside the Eurozone, and that economic impacts on UK-Irish 
and North-South trade of fluctuations in the euro-sterling rate have been far greater than 
any consequences of fluctuations in the rate against the Danish and Swedish currencies 
(the only other “old” EU member States outside the Eurozone).

It is apparent that there is a deep reluctance on the part of some Northern policy makers 
to acknowledge the magnitude of the present systemic links across the border or to reflect 
on how these might be built up to generate further synergies for both jurisdictions. At 
the time of writing, only one of the Northern Ireland political parties have come out 
with a definitive stance on the issue of Brexit – Sinn Fein – and to date there has not been 
a holistic assessment of the political, economic and business costs and benefits.

The general approach of the DUp was outlined in a presentation made in Belfast by 
the DUp minister for Finance, Arlene Foster, on 26 November 2015. her presentation 
on Brexit was ostensibly a balanced one, weighing the pros and cons against each other 
and maintaining a broadly agnostic stance. But it was fairly clear from her speech that 
little or no economic or business research had yet been carried out in order to position 
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the Northern Ireland stance to Brexit on more solid grounds. Such a narrow approach 
to growing the island economy, and the wider lack of engagement with Europe, may be 
politically popular within some circles of Northern politics, but makes no sense from a 
business or economic perspective.

The island of Ireland is unfortunate in that the scope of its economic activities is divided 
by an international land border between a small state and a region of a larger state 
which have tax systems that are not very harmonised, and currencies that can fluctuate 
rapidly and through large margins. on the island as a whole, this can appear as a kind of 
disruptive negative-sum process where both sides eventually lose.

Three main economic and business aspects of the emerging Brexit debate in Northern 
Ireland were highlighted in the IIEA book. First, the challenging agenda of internal 
policy reform in an era of UK-wide fiscal reform and reduction in the size of government 
expenditure. Second, the challenges of the enduring dominance of the strong economic 
and business links with the rest of the UK at a time when the UK deviates increasingly 
from EU policy norms in ways that are likely to have asymmetric consequences across the 
UK regions and with Ireland. Third, the challenges of building on the steadily growing 
economic and business links with Ireland, its second largest trading partner after Britain, 
at a time when trade and other relations between these two main markets appear to be 
threatened by Brexit. While the first two issues are mainly of internal concern to the 
UK, the third issue spills over the border and presents challenges both to Belfast and to 
Dublin.

The recently concluded Stormont Agreement II has served to defuse some of the internal 
governance problems and provided a path to normalisation of internal governance. This 
has permitted attention to turn to the second issue and to the consideration of how a 
Brexit might impact on the Northern Ireland economy. only when this issue is better 
understood within the Northern Ireland administration is attention likely to turn to the 
implications for north-south developments on this island.

There is no compelling reason why a Brexit would make such North-South co-operation 
dramatically more difficult than it already is unless the breakup takes place in an adversarial 
and acrimonious atmosphere between the EU and the UK. Then we enter a perilous and 
unknown world of disrupted trading relations, queues at restored border check-points, 
and the inevitable consequences for Ireland: a slow and highly costly disengagement 
with our largest trading partner, Britain, and the same and possibly worse with Northern 
Ireland. In the words of the late Lord Denning, this would be “an appalling vista”.

Turning to the wider UK consequences, in the open Europe study The Cost of Brexit 
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benefits are narrowly bounded in the range of loss and/or gains of GDp by the year 2030. 
At worst, a loss of 2.2% of GDp, should the UK have to fall back on WTo arrangements 
post-Brexit. At best, a gain of 1.6% of GDp, should the UK be able to secure a beneficial 
EU free trade agreement. But any gains, even of the above modest nature, would require 
a dramatic increase in UK competitiveness, exposing the weaknesses of any UK regional 
economies that do not currently enjoy competitive strengths in traded services (e.g., 
banking, insurance) or advanced manufacturing.

The UK regional economies (Scotland, Wales, Northern Ireland, but also including 
the northern English regions) will need to explore how they are likely to fare under 
Brexit compared to continued UK membership of the EU. Specifically, which of these 
two polar situations is likely to provide the best supporting context for recovery and 
development of the Northern Ireland economy? Will there be a preference for remaining 
inside the EU, with its commitment to greater regional cohesion and equity, its evolving 
social institutions and protections, and a benign context within which North-South and 
East-West problems can be handled?

This is clearly the choice of Scotland and an outcome that is being willed on by the 
Irish government. or will the preference be for leaving the EU and for embracing an 
exciting brave new post-Brexit world; a decision which will be driven by the obvious 
opportunities for the strong economy of the English South East, focused on London, but 
would tend to be neglectful of the development needs of the less strong regions?

Conclusion
Cameron’s increasingly explicit references to the security dimension of the EU decision 
is of the utmost importance. As argued in Blair horan’s contribution to this update, the 
point did not figure at all in his 2013 Bloomberg speech but came into prominence in 
2015 following the Ukraine conflict with russia, the migration crisis, the December Isis 
terrorist attacks in paris and the Syrian war vote in the house of Commons. The security 
theme was prominently used by Cameron in his speech at Chatham house announcing 
the text of the letter he sent that day to Donald Tusk. he stressed the importance 
of the EU for the UK’s national security in the economic and military domains. he 
reiterated the point in reply to questions after his speech to house of Commons in 
January reporting on the summit, saying: “I think the security argument will be crucial 
in determining what is the right future for Britain”.

Security has also become a much more frequent trope used by European political leaders 
in the wake of these geopolitical events – signifying safety, protection from danger and 
the need to strengthen defences and borders. It could of course be used against EU 
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membership, in a Eurosceptic way, in the campaign. For the prime minister to use it in 
favour of remaining a member requires that he frame the issue at a European, rather than 
exclusively national, level.

The security dimension would resonate with other leaders’ rhetoric about the merits 
of a reformed EU capable of retaining British membership and even offering it an 
opportunity for leadership in foreign policy, energy, market leadership and other spheres, 
as the book analysed. other EU leaders will be cautious about entering the UK debate 
but are unlikely to remain silent if there is a real prospect of British withdrawal. The 
overall context of crisis in Europe will play strongly into the campaign, particularly on 
migration, terrorism and the Eurozone. mr. Cameron’s preference for a referendum this 
summer takes that context into account.
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1. the State of Play
Brendan Halligan

David Cameron’s approach to negotiating a new relationship with Britain and the 
European Union is analysed in this piece covering the period up to the December 
Council.  It concludes he has played his cards well and reduced his demands to 
manageable limits, with the one exception of free movement. The prospects for a 
mutually acceptable agreement looked good by the year-end but the real test will be 
on the free movement issue at the February Council meeting.

Things have gone well for David Cameron since his re-election as prime minister. Some 
of this good fortune is down to events, as macmillan famously called them, and much 
of it to his own common sense. As is often the case, events have been decisive. The 
refugee crisis and the paris massacre have re-written the EU political agenda and re-
ordered its priorities. As a result, the British negotiations on membership have become a 
challenge to be solved by conventional diplomacy rather than by high politics in a do or 
die confrontation between Britain and the rest. In short, the EU now has bigger issues on 
its plate and there is a strong sentiment abroad that Europe doesn’t need another crisis. 

In addition to this turn of events, the prime minister’s negotiating stance has helped 
greatly in ensuring that the tone of the discussions has been positive from the outset. his 
letter of 10 November to president Tusk was headed “A New Settlement for the United 
Kingdom in a reformed European Union” which he claimed would provide a “fresh and 
lasting settlement” of the UK’s membership of the European Union. he has focused on 
doing a deal with his European partners rather than on placating the Eurosceptics within 
his party. This fine calculation has had the effect of centering the discussions on demands 
that are capable of being resolved without too much fuss. It helped greatly that in the 
end there were only four to be dealt with: Economic Governance, Competitiveness, 
Sovereignty and Immigration, and that only one of them could be classified as difficult, 
the question of immigration. Logically, it is the place to begin this review of the state of 
play.
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Events since the election have placed what could have a contentious issue within the 
much broader context of securing Europe’s external borders, a matter in which all the 
member States have a common interest. The magnitude of the refugee crisis and the 
speed with which it enfolded elevated the prospect of a security union to the top of the 
European agenda, an ambition made all the more urgent by the fear of returning Jihadis 
adding to the already alarming terrorist threat in the EU heartland. The possibility of a 
security union had been foreseen in our study “Britain and Europe” where it was posited 
that under the pressure of events a “Security Union” would emerge naturally as one 
of the four core areas defining the European Union and it would be a natural fit with 
Britain’s history, self-perception and current pre-occupations. And so it would appear. 

The overall result of the refugee crisis and of terrorist attacks is that member States now 
share common concerns about the control of their national borders and realise they 
must cooperate to seal off Europe’s external borders. Britain is neither unique nor alone 
in its demand for rewriting the rules on free movement in order to ensure that national 
security is given precedence over the operation of markets. The prime minister and his 
negotiators have thus been able to recast the border issue, if it may be so described, as one 
of controlling welfare tourism, which, even if it gives rise to tension between Britain and 
some other member States, is hardly likely to break up the Union. It is not a casus belli, is 
well down the pecking order when it comes to crisis management and is resolvable with 
clever footwork by diplomats and dexterous drafting by bureaucrats. 

The core issue here is discrimination against other EU nationals during the first four 
years of their employment in the UK in respect of welfare benefits and social housing. 
It’s not going to be easy to solve but with the goodwill that has characterised the 
negotiations since they opened it can be achieved. It’s always possible that the issue can 
be pushed too far by the British negotiators or that their counterparts might dig in on 
doctrinaire grounds. There have been periodic hints of both but that is in keeping with 
the technocratic nature of the negotiations to date. positions will more likely soften 
when negotiations enter the high level political phase.

The other three issues all fall into the category of the solvable. That of increased 
competitiveness and less red tape for business has already been incorporated by president 
Juncker into his Commission programme, and the process of making life easier for 
business will prove to be a congenial one for the British negotiators. There are no 
real difficulties here, especially now that the British demands for changes in working 
conditions have been dropped.

Likewise with sovereignty, particularly as expressed in the desire to put a limit on Britain’s 
commitment to “ever closer union”. As our study on Britain and Europe indicated, Britain’s 
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desire to be exonerated from this Treaty ambition had been put to rest at the European 
Council in June 2014 where, in effect, it was agreed there would be a two tier Europe, 
as distinct from one of two speeds. The wording of the Council communique made it 
clear that “the concept of ever closer union allows for different paths of integration for 
different countries, allowing those that want to deepen integration to move ahead, while 
respecting the wish of those who do not want to deepen any further.” That was made 
even more explicit in the prime minister’s letter to president Tusk where he made the 
point that “there are today two sorts of members of the European Union. There are Euro 
members and non-Euro members”. Indeed there are, and the prime minister’s aim is to 
have this de facto situation transformed into one that is de jure in what he has christened 
a “new settlement”. The signs are that he will succeed provided it is done in such a way 
that incurs no loss of face by either side.

The irony of course is that as Britain is being excused from ever-closer union it is 
simultaneously engaged in precisely the sort of activities that the Schuman Declaration of 
1950 described as “concrete achievements which would create de facto solidarity” among 
the peoples of Europe. Security cooperation is a perfect example of what Schuman had 
in mind. It is noteworthy that one of the reasons advanced in the Commons debate for 
authorising the bombing of Syria was to show solidarity with France.

This contrast between British rhetoric and European reality will generally be glossed over 
so as not to cause embarrassment to either side and the UK’s ambition to be excluded from 
further integration will eventually be solemnised in an appropriate formula consistent 
with the European Council conclusion of June 2014. The prime minister wants this to 
be in “a formal, legally-binding and irreversible way”, a challenge that will have to be 
overcome. The key issues here are the political interpretation the prime minister will 
place on each of these three conditions. on the other side it can be assumed that the 
other member States would wish to leave room for a successor British government to 
reopen the door to ever closer union should it so wish.

The remaining substantive issue under the sovereignty heading is that of an upgraded 
role for National parliaments. As expressed in his letter, the prime minister’s wants “to 
enhance the role of national parliaments” so that they can stop unwanted legislative 
proposals. This would seem susceptible to compromise, one that might bring benefit 
to the decision-making process when it comes to law making and, possibly, economic 
policy. There is no question that resolving the matter will require some deft footwork in 
preserving the integrity of the Community method while respecting the prerogatives of 
national parliaments, especially one with a heightened sense of its own importance, such 
as the house of Commons. Nevertheless, a new modus operandi will emerge which will be 
hailed by the British negotiators as a repatriation of national sovereignty, however slight. 
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The essential point here is that the common desire to reach agreement will produce one, 
provided that any new procedures are not trumpeted on the British side as rolling back 
integration or of “regaining” sovereignty. A certain amount of triumphalism would be 
accepted, even regarded as necessary, to sell the deal. Getting the balance right will be 
tricky.

The remaining agenda item is what the prime minister’s letter describes as Economic 
Governance. here the aim is to formalise Britain’s position within the Single market and 
to safeguard the City of London from unwanted restrictions in a way that is consistent 
with its permanent opt-out from the Euro. What he sought in his letter was a set of 
legally binding principles under which the integrity of the internal market would be 
respected as well as the legitimate interests of the non-Euro members. As a similar feat 
has already been achieved within the Banking Union it should not be too difficult to 
satisfy the prime minister on this point. There was, however, a reference in the letter 
to the EU being a multi-currency area, a reference that has caused some disquiet in the 
ECB. While the description is factually correct at present there is a Treaty obligation 
on all member States, other than the UK and Denmark, to join the Euro. Thus to 
admit to the description of the EU as multi-currency would be at odds with the thrust 
of the maastricht Treaty and would be a bridge too far for those member States who 
wish to adhere fully to the Treaty. There is a danger that this definition of monetary 
union could be pushed too vigorously by the British negotiators. The other side could 
counter that it has already re-defined the European Union as a much looser organisation 
than is enshrined in the treaties and as intended by the ambition of ever closer union. 
presumably, this danger will be avoided. 

Both the tone and content of Britain’s demands have helped avoid what has been 
described as the threat of contagion whereby other member States would look for 
whatever concessions Britain might secure for itself or would take advantage of the 
negotiations to table demands of their own. By the year-end neither tendency had 
manifested itself to any significant extent. much of the credit, it would appear, belongs to 
the European Commission which has created a sophisticated framework for conducting 
the negotiations. The evolution of the common EU position has taken place within 
bi-lateral “confessionals” between the Commission and each member State rather than 
round table discussions involving all member States. This had the advantage of keeping 
the Commission in charge of the agenda with the eye focused on solutions. Whereas 
the politics of the negotiations are what might be called UK specific the solutions will 
have to EU-wide, a difficult balancing act that has been accomplished so far with great 
aplomb by both sides. The lid on pandora’s Box has been kept firmly closed. As a result, 
contagion has not been an issue.



27

. .

Still unknown, however, is how the agreement is to be packaged and presented, and the 
same is true of the legal form in which it is to be expressed. As mentioned earlier, mr. 
Cameron wants elements of the agreement to be formal, legally-binding and irreversible. 
political theatre is important here and will, no doubt, involve careful choreography at 
the level of the European Council. As for the legal form of the agreement there is little 
appetite among other member States for Treaty change, a point that mr. Cameron 
quickly understood and accepted with admirable pragmatism. But in order to give 
political credibility to the reforms the agreement will have to be solemnly adopted by the 
European Council, possibly with a commitment to add elements of the package to the 
Treaties by way of protocols on some suitable later occasion (as happened previously in 
the case of Ireland). It is conceivable too that the solemn agreement will be deposited as 
a treaty with the UN thereby giving it force under international law. The purpose of all 
this would be, of course, to convince the British electorate that the prime minister had 
achieved significant reforms and had carved out a special form of EU membership for 
Britain. Such an ambition will be at the centre of his objective to keep Britain inside a 
reformed European Union, a goal on which he is “ready to campaign with all my heart 
and soul”, to quote his letter to president Tusk. 

This last point is the most important point to emerge from the review of events since the 
General Election. What previously was suspected to be the case is now firmly established 
as fact: the prime minister wants Britain to remain a member of the EU. That conviction 
has in all probability been re-enforced by the refugee crisis and the events in paris, which 
have drawn Britain and France closer together. That much is obvious. The context for the 
Anglo-French relationship has been fundamentally changed and the key issue, as French 
prime minister manuel Vals expressed it, is national security. here the two countries 
have found a common interest superior to any other, one that will impel them to iron 
out whatever differences might otherwise intrude. This line of reasoning applies to 
virtually all other member States, and any that might be tempted to kick over the traces 
will brought in line.

Against that background it is reasonable to conclude that Britain and Europe are on 
the way to forging a new settlement. That will bring the endgame in this long game to 
an honorable draw. Settlement is an unusual word but it accurately connotes what mr. 
Cameron is trying to achieve. Whether it is sufficient to persuade the British electorate 
to remain in the European Union is for another day.

In summary, the negotiations have gone well and while the expectation is that they’ll 
be completed amicably by February there is a residual fear that solving the problems 
of welfare tourism and governance of the Eurozone might prove more intractable than 
anticipated. Furthermore, the emergence of populist governments, like that in poland, 
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and the growing threat of populism elsewhere, as in France, might cause governments to 
be less accommodating in their responses to mr. Cameron’s ambitions to reform the EU 
and so change the tone of the negotiations for the worst. At best, mr. Cameron’s good 
luck might hold and things will go according to plan. At worst, the security situation in 
Europe might deteriorate dramatically or the refugee crisis intensify with the effect of 
souring the atmosphere in the European Council. mr. Cameron will hope that it won’t. 
That’s the gamble. 
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2. immigration and Security and 
their impact on UK domestic 

policy.
Blair Horan

Prime Minister Cameron’s recent speeches have shifted the emphasis of the EU-UK 
debate away from the traditional arguments of trade, competitiveness and prosperity, 
and towards the issue of security. This piece analyses the genesis and implications of 
this new approach for Britain’s future relationship with the EU.

When the British prime minister, David Cameron, set out his plan to renegotiate the 
UK’s membership of the European Union in January 2013 the main focus of the role he 
identified for the EU was in relation to trade and prosperity. In contrast, in November 
2015 when he launched the detailed list of his demands in a letter to Donald Tusk, the 
president of the European Council, the importance of the EU to the UK’s national 
security featured prominently. This paper will examine the significance of this change 
in emphasis and in particular assess if it has the potential to move the UK from the 
‘half-out to half-in scenario’ as outlined in the Institute’s book, Britain and Europe: The 
Endgame, and revisited in paul Gillespie’s subsequent essay in this postscript.

In his Bloomberg speech of 23 January 2013, promising to renegotiate Britain’s 
membership of the EU, David Cameron called for fundamental reform of the EU to 
deliver prosperity and retain the support of its peoples. Significantly, he claimed that 
the original purpose of the EU, to secure peace, had been achieved and the overriding 
purpose now was to secure prosperity in the new global race of nations that he claimed 
was underway. he said that the principal reason for the UK’s membership of the EU was 
participation in the Single market and the new settlement that he was seeking would 
be a relationship with the Single market at its heart. To illustrate this emphasis on free 
trade as the UK’s priority he said that many ask “why can’t we just have what we voted 
to join – a common market?” This reflects the dominant discourse in the UK that the 
Community is essentially a free trade arrangement and ignores the political nature of the 
European project.
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mr. Cameron identified three major challenges confronting Europe: the crisis in the 
Eurozone, a lack of competitiveness and the gap between the EU and its citizens. In 
essence, he offered to support a new Treaty to deepen economic governance in the 
Eurozone, in return for addressing competitiveness and democratic accountability, 
where powers could flow back to national parliaments and the UK would no longer 
be bound by ‘ever closer union’. Echoing margaret Thatcher’s Bruges speech of 1988, 
Cameron set out his vision of a flexible union of free member States who share treaties 
and institutions and pursue together the ideal of co-operation. he outlined his new 
settlement as a Single market free of spurious regulation and one that would be subject 
to the democratic legitimacy and accountability of national parliaments. This was a call 
for a more intergovernmental approach even in respect of certain social policy areas in 
the Single market which had been subject to qualified majority voting since the Single 
European Act 1987. With such a new settlement the prospect of Britain at the forefront 
of collective action on foreign affairs was also held out.

There are aspects of the vision of Europe set out by Cameron such as the preference 
for an intergovernmental approach that are common to many of his predecessors from 
both the Labour and Conservative parties. however, the almost exclusive focus on trade 
and prosperity, the absence of geopolitical considerations and the willingness to risk 
marginalisation in Europe does set Cameron apart from virtually all of his predecessors. 
For harold macmillan, prime minister when Britain first applied to join the Community 
in 1961, the political aspect was paramount. outside the Community, the concern was 
that the US and the EEC would act in concert without agreement with the UK or even 
seeking its opinion and this would represent a threat to Britain as a world power. mr. 
Cameron’s predecessor as a Conservative prime minister, John major, always emphasised 
the need for Britain to be at the heart of Europe and to inspire and shape it. he set out 
a policy of ever closer union between states, as the alternative to a federal merger of 
states, and said when national interest and Community interest coincide then common 
action is only common sense. In stark contrast to mr. Cameron, John major in his 
speech to the Conservative party Conference in 1992 said that the most far reaching, the 
most profound reason for working together in Europe was peace, the peace and stability 
of a continent ravaged by total war twice in a century. The new settlement sought by 
Cameron in his Bloomberg speech is reminiscent of the free trade agreement sought in 
1958, but vetoed by de Gaulle, a period in which strategic thinking on realistic options 
was notably absent in the UK.

David Cameron pledged to “stop banging on about Europe”, in his first speech as 
leader to the Conservative party Conference in 2006, despite the strong influence of 
Eurosceptic opinion in the party. The decision to renegotiate EU membership was clearly 
influenced by the threat posed by UKIp for the 2015 general election, in particular 
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with the addition of immigration changes as a demand post-Bloomberg. however, the 
evidence also points to it being a long term policy goal among senior Conservatives to 
reset the UK’s relationship with Europe. prior to the backbench rebellion in the house 
of Commons on 24 october 2011 that triggered the new approach to the EU, William 
hague, Foreign Secretary in his speech to the 2011 party Conference on 5 october said 
that the EU had more power in national life than it should have and that when the right 
moment came they should set out to reduce it. Virtually all of the key phrases and ideas 
set out by Cameron in his Bloomberg speech can be traced to earlier speeches by senior 
Conservatives, in particular William hague. The themes of free trade with the wider 
world, more accountability for national parliaments and the end of ever closer union can 
be found in mr. hague’s speeches as party leader in 1998 and 1999. At the 2000 party 
Conference, mr. hague pledged to champion a flexible, free trading, lightly regulated 
Europe in which nations combine in different combinations for different purposes to 
different extents. on his return to front-line politics as Shadow Foreign Secretary in 
2006, mr. hague set out a policy of building a Europe of co-operating nations rather than 
ever closer union and the following year, in a European debate just prior to the European 
Council agreement on the Lisbon Treaty, he told the Commons that political integration 
had already gone too far. In conference speeches over the following two years, mr. hague 
explained the primary role of the EU as being to address global competitiveness, climate 
change and poverty while describing their commitment to the EU as one based on 
friendship with neighbours. Echoing early post-war attitudes he vowed to place Britain 
at the forefront of world affairs again based on special links to America, Europe and the 
Commonwealth. It is clear that mr. hague genuinely believes that with the expansion 
of the Community to Eastern Europe that a new intergovernmental primarily free 
trade model for Europe was possible and this thinking led to the establishment of the 
Eurosceptic campaign group/think tank ‘open Europe’ in 2005.

In 2009, William hague set out five priorities for a distinctive UK foreign policy geared 
to the promotion of British national interests. These were security, the transatlantic 
alliance, relations with emerging nations, reform of International Institutions and 
promoting British values. Challenged by the then Foreign Secretary, David miliband, 
during a Chatham house debate just prior to the general election in 2010, on why it 
did not include the European Union, his response was that it was included as one of 
the Institutions in need of reform. In contrast, mr. miliband’s view was that to avoid 
a G2 world, a strong European foreign policy was essential because there was never 
going to be a G2 plus Britain. In 2010, on becoming Foreign Secretary, mr. hague put 
this distinctive British foreign policy into effect to maintain and advance influence in 
the world by prioritising bilateral relationships, expanding the diplomatic service, using 
development aid to gain influence and placing commercial objectives and seeking jobs 
for Britain at the core of foreign policy. The view was that Britain had a global role and 
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global interests. This new approach did not prevent the UK continuing to work through 
the EU on foreign policy, but it did represent a shift to seeking to assert a more distinct 
global role, as seen through its cultivation of a new relationship with China.

In the Balance of Competences review of Foreign policy, the Government set out that it 
had a vision of a distinctive British foreign policy promoting national interests with three 
priorities of Security, prosperity and supporting UK nationals abroad. In part this reflects 
a UK view that it is in a unique position alongside only France in having the potential 
among EU member States to exercise a global role. The Conservatives in opposition had 
been particularly opposed to provisions in the Lisbon Treaty such as Article 34 TEU 
which provided that where there was an agreed EU position that the member States on 
the UN Security Council shall request that the high representative be invited to present 
the Union’s position. The EU did gain some enhanced speaking rights in the UN though 
not to the extent sought and remains an observer. The UK’s reservations about the EU’s 
role in international fora are set out along with the UK’s insistence that where there is 
shared competency that any statements must be on behalf of member States as well as the 
EU and any agreements must be mixed requiring individual member State ratification. 
The UK’s concern is that EU representation would lead to competence creep.

The EU’s Common Security and Defence policy (CSDp) had its origins in the St. malo 
Declaration signed by prime minister Tony Blair and president Jacques Chirac of France 
in 1998. The UK has participated in both civilian and military CSDp missions and 
continues to do so in particular in the Balkans and the horn of Africa. however, the 
Conservative Government have been reluctant to develop the EU defence role insisting 
on the primacy of NATo whereas France would favour an EU military capability 
independent of NATo. As a result the UK opted for a bilateral Defence Cooperation 
Treaty with France in 2010 with Defence Secretary Liam Fox opposed to working 
through Brussels. Similarly, the UK vetoed a proposal for an EU military hQ and 
opposed increasing the budget for the European Defence Agency. The house of Lords 
European Union Committee report on Defence Capabilities in 2012, concluded that 
the UK was reluctant to commit to EU defence cooperation because it saw more EU as 
less NATo, whereas in the Committee’s view more EU was equal to more NATo. This 
reluctance to commit fully to the EU’s Common Foreign and Security policy (CFSp) 
and CSDp is entirely consistent with the vision of Europe outlined by David Cameron 
in his Bloomberg speech, but it is not in keeping with the spirit of the commitment 
to develop a common foreign policy first set out in the Davignon report in 1970 and 
accepted by the UK as part of the Accession negotiations.

In David Cameron’s speech on 10 November at Chatham house when he launched 
his detailed renegotiation demands set out in a letter to Donald Tusk, president of the 
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European Council, he repeated many of the principles set out in the Bloomberg speech 
but for the first time he presented EU membership as essential to UK national security 
in place of the previous exclusive emphasis on trade and prosperity. In addition, the 
actual demands contained in the letter to Tusk were a much more modest version of the 
fundamental reform outlined not just at Bloomberg but in all the major policy speeches 
on the EU by senior Conservative politicians since 1998. Cameron stresses that the 
new threats from russia in the Ukraine, from ISIL in the middle East and from Syrian 
migration did not exist at the time of the Bloomberg speech in early 2013.Evidence from 
a UK minister to the Lords European Union Committee in 2012 shows that the UK did 
not see russia as a security threat then or in the foreseeable future, unlike some other 
EU member States. In addition, while he had referenced a loss of influence globally 
if the UK left the EU in the Bloomberg speech, his statement in November 2015 is 
much more explicit in stating that if the British prime minister was no longer present at 
European Summits the loss of that voice would permanently change the UK’s ability to 
get things done in the world. If the previous Conservative prime minister, John major, 
concluded in 1992 after the fall of the Berlin Wall that the EU was important for peace 
and stability and the succeeding three term Labour Government actively cooperated in 
Europe on both foreign and defence policy it is highly unlikely that the key Departments 
of Foreign office and Defence viewed the UK’s relationship with Europe primarily in 
terms of trade and prosperity. That can only have been a deliberate policy choice by the 
Conservative party, influenced by a growing eurosceptism and reaching its conclusion 
under Cameron’s leadership in the decision to try and reset Britain’s relationship with 
Europe in a fundamental way. The reality of a resurgent russia, the mindless terrorism 
of ISIL may have made the policy reversal unavoidable in 2015, but it is nonetheless of 
significance in terms of the future of the UK’s relationship with the EU. It is likely that 
a political judgement is being made that expanding the case for Europe beyond trade 
to security and influence has a better prospect for a successful referendum while also 
helping the renegotiations with other member States by offering the prospect of a UK 
more engaged with Europe.

The terrorist massacres in paris and the extent of the refugee crisis has also put the 
Schengen area system under threat with some member States reintroducing national 
border controls and many in the British media predicting the demise of Schengen and 
the return of national controls. Current evidence would suggest that while temporary 
suspensions will be more frequent than before, that there is a strong commitment to retain 
Schengen by strengthening the external border. The plan by the European Commission 
to create a Border and Coast Guard Agency, from the existing Frontex Agency, and to 
initiate border checks on all EU citizens leaving and entering the external borders of 
the EU also points in this direction. president hollande was clear in his address to the 
National Assembly at Versailles on 16 November after the paris attacks that the end of 



36

Britain and Europe: The Endgame - A Postcript

. .

Schengen and a return to national borders would mean ‘la deconstruction de l’Union 
europeenne’. much of David Cameron’s pitch to the UK public talks of having the best 
of both worlds. Being in the Single market, but outside the Euro. Able to travel freely 
in Europe while maintaining their own border controls. In future UK citizens will be 
subject to the same checks entering Schengen that other EU citizens, with the exception 
of Irish citizens, have always had when entering the UK.

It is very evident that the policy of the Conservative party after it lost power in 1997 and 
took a Eurosceptic turn was to seek a new settlement for Britain in Europe, preferable 
based on trade to the greatest extent possible. It was only a matter of when the opportunity 
would arise for a renegotiation to be initiated. It is now equally clear that the dream of an 
intergovernmental union of free member States pursuing the ideal of cooperation is not 
achievable and the limited agenda sent to Donald Tusk confirms this. mr. Cameron has 
abandoned the exclusive trade and prosperity line in recognition of this and the need for 
him to shape the referendum debate around more than the economy.  mr. hague, 
the chief architect of the policy that led to the renegotiation, has confirmed in advance 
that he is unlikely to vote to leave the EU due to its importance in stabilising the Balkans 
and because it could lead to the break-up of the UK, with Scotland potentially holding 
a further independence referendum. This served to confirm what Tusk noted in his reply 
to Cameron, regarding the return of geopolitics in Europe.

There is no guarantee that this new approach by Cameron to the renegotiation will 
fundamentally alter the approach to CFSp and CSDp by a Conservative Government, 
particularly if the Conservative party is deeply split over the renegotiation outcome. 
however, it is likely that Cameron will follow the Wilson precedent and allow ministers 
to campaign on both sides on the basis that the party will accept the outcome of the 
vote. This precedent was in turn based on a decision in 1932 to allow Liberal ministers 
in the ramsay macDonald National Government to vote against the introduction 
of tariffs. If Cameron and a majority of his party make the case for Europe based on 
security concerns and influence in the wider world alongside the economic arguments, 
even though the new settlement will be much less than hoped for in 2013, then they 
will likely conclude that the issue is settled for at least a generation. In such circumstance 
there would be little point in continuing to promote a trade-based approach to the 
EU and more incentives to be cooperative in the areas of foreign policy and defence 
where the UK, in any event, retains a veto. It is therefore reasonable to conclude that 
the significant change in emphasis of November 2015 has the potential, should the UK 
decide to remain in the EU to do so on a ‘half-in rather than half-out’ basis 
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3. UK internal politics and the Half-
in scenario

Paul Gillespie

This essay discusses the ‘half-in’ scenario, and the possible implications for the UK’s 
internal structure arising from the upcoming referendum. It concludes that there is a 
great deal more at stake in the UK’s referendum than is heralded in the modest, but 
likely positive, outcome of the negotiations with Brussels. Achieving a solid majority 
to stay in the EU and keep the UK itself together will present a major challenge for 
its leaders and voters.

The United Kingdom faces two major decisions on its state structure in the forthcoming 
referendum on whether it should remain a member of the European Union. The first 
is on that external question, which will determine its future international position in 
myriad ways. The second decision is on its internal structure as a unitary state bringing 
together England, Scotland, Wales and Northern Ireland. The UK’s political discourse 
now links these two decisions together inexorably in an emerging consensus that a UK 
withdrawal from the EU could trigger another referendum on independence in Scotland. 
Because the Scots would prefer to remain in the EU they could very well choose to leave 
the UK. Thus the dual sovereignty question facing the UK referred to in the IIEA’s 
successive books on the subject is now explicitly wired in to the political argument over 
the country’s future.

This sovereignty question poses four major existential challenges for the prime minister 
David Cameron in the referendum campaign (as for his Conservative party and the UK 
itself ). The UK’s future international position is at stake as key allies warn on the loss 
of influence if it departs. That is linked to the state’s survival because of the Scottish 
question. Cameron would, thirdly, almost certainly have to resign as prime minister 
and party leader were he to lose the referendum (despite denying this would be the case 
when he promised freedom for ministers to campaign either way on 5 January 2016). 
And increasingly he sees his political legacy determined by these decisions whichever way 
they go. he does not want to be remembered as the prime minister who failed to keep 
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the UK in the EU, saw Scotland secede and lose international influence, but as the leader 
who resolved the UK’s long-running dual sovereignty questions for another generation.

Such challenges are a strong argument for Cameron to make an emotional as well as a 
hard interest case for remaining in the EU during the campaign, assuming he reaches 
an outcome acceptable to him in the negotiations, which this update to the IIEA 
book argues is highly likely. he is universally recognised as a powerful campaigner and 
political communicator, a point brought home to his fellow political leaders at the 16-17 
December 2015 European Council where he made a dazzlingly effective speech outlining 
the political problems he faces. Seasoned observers reckon he can make a 20% difference 
to the outcome of the campaign if he fully engages on both dimensions. 

polling suggests a great deal depends on how the results of the negotiations with Brussels 
are perceived. A Comres poll for open Europe in December found 56% of UK voters 
would choose to stay in the EU now against 35% for leaving. But if he fails to secure 
some of his demands support for staying in reduces to 45% and for leaving increases to 
46%; while if he won on all the figures move to 65% and 26% respectively. This makes 
the framing and public perception of the outcome crucial variables in the campaign. 
Cameron’s decision to give speaking rights for fellow cabinet members against the deal 
is a concession to Conservative Eurosceptics, although he also calls for a disciplined and 
civilised approach to their disagreements. however those disagreements are managed, his 
ability to present a united case is weakened when defending the negotiated outcome with 
Brussels to the public. Whether party division cancels out his communication skill very 
much remains to be seen in the campaign.

That makes his increasingly explicit references to the security dimension of the EU 
decision all the more important. As argued elsewhere in this update the point did not 
figure at all in his 2013 Bloomberg speech but came into prominence in 2015 following 
the Ukraine conflict with russia, the migration crisis, the December Isis terrorist attacks 
in paris and the Syrian war vote in the house of Commons. The security theme was 
prominently used by Cameron in his speech at Chatham house on 5 November 2015 
announcing the text of the letter he sent that day to Donald Tusk, secretary general 
of the European Council. Cameron stressed the importance of the EU for the UK’s 
national security in the economic and military domains. he reiterated the point in reply 
to questions after his speech to house of Commons in January reporting on the summit, 
saying: “I think the security argument will be crucial in determining what is the right 
future for Britain”. 

Since security has become a much more frequent trope used by European political leaders 
in the wake of these geopolitical events – signifying safety, protection from danger and 
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the need to strengthen defences and borders – Cameron’s emphasis is important. It could 
of course be used against EU membership, in a Eurosceptic way. But for him to use it in 
favour of remaining a member requires that he frame the issue at a European rather than 
exclusively national level. The security dimension would resonate with other leaders’ 
rhetoric about the merits of a reformed EU capable of retaining British membership and 
even offering it an opportunity for leadership in foreign policy, energy, capital market 
leadership and other spheres, as the book analysed. Those EU leaders will be cautious and 
reluctant about entering the UK debate but are unlikely to remain silent if there is a real 
prospect of British withdrawal. The overall context of crisis in Europe will play strongly 
into the campaign, particularly on migration, terrorism and the Eurozone. Cameron’s 
preferred timing of the referendum in summer 2016 takes that context into account.

John major told the BBC in mid-December: “In my view this renegotiation is important 
but it should not decide whether we stay inside the EU because of the importance of the 
issue”. he rejected the argument that Britain could preserve its sovereignty outside the 
EU and warned against heading off into “splendid isolation” when the rest of the world 
is coming together. he added: “If the UK would leave there is a high probability that 
Scotland will hold another referendum and leave the UK, and as a result the UK would 
be fractured with the result that our prestige would suffer.” Similarly, William hague, 
former Foreign Secretary and Conservative leader, wrote in the Daily Telegraph on 22 
December: 

There is no doubt that without the United Kingdom, the EU would be weaker. 
It would lose the fifth largest economy of the world, the continent’s greatest centre 
of finance, and one of its only two respected military powers. We will have to ask, 
disliking so many aspects of it as we do, whether we really want to weaken it, and at 
the same time increase the chances, if the UK left the EU, of Scotland leaving the UK 
[...] To end up destroying the United Kingdom and gravely weakening the European 
Union would not be a very clever day’s work. 

Such a register of the relative importance of the negotiation package and the campaign 
issues proper is widely shared among the political elites who want to stay in the EU. It 
envisages a step change between the two processes, in which, as major says, the campaign 
proper raises profound questions of basic interests, national and economic security and 
international positioning not dealt with in the negotiations. Existential issues, in short.

The thrust of the case made here is that Cameron has a strong motivation on existential 
political grounds to argue that the UK’s external and internal security requires it to 
remain an engaged partner in a reformed EU. That would introduce an emotional 
element to the campaign connected with existing and prospective British political 
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identities, including its imperial and post-imperial world role, alongside the arguments 
from economic and geopolitical realism calculating its best interests. These are bound to 
loom large in elite opinion and will increasingly resonate with popular feeling too as the 
campaign intensifies. The emotional element would appeal partly to the Conservative 
party undecided and from there to the wider undecided group whose volatility currently 
revolves around how the outcome is framed by elites and media and perceived by the 
public. We can expect the pro-EU campaign to be strongly based on such an appeal, 
both positively as suggested here - and negatively, just as the fear factor was used during 
the Scottish referendum campaign.

major’s intervention raises the question of whether it is possible to anticipate a decisive 
outcome to the referendum campaign in which the UK votes to remain in the EU by a 
solid majority. To be convincing that would require at least a 55-45% vote in favour of 
the remain option in the question to be posed: “Should the United Kingdom remain 
a member of the European Union or leave the European Union?” Since England has 
83.9% of the UK’s population it would also require a majority of English voters to 
choose to remain in – and preferably by a similar 55-45% margin. In that case there 
would be a solid majority all-round the UK’s four constituent parts. That would allow 
Cameron validly to declare the question settled for a generation, thereby bringing the 
“endgame” to an honourable conclusion. 

Such an outcome could shift the centre of gravity in British opinion towards a “half-
in” position from the existing “half-out” one, to use scenarios developed in the book. 
They range from “Fully-in” through “half-in” and “half-out” to “Fully-out”. The Fully-
in scenario, which has the UK joining the euro, Schengen, the Fiscal Compact and 
other policies, is ruled out for the time horizon we cover. The Fully-out one involves 
withdrawal and negotiation of a bilateral free trade agreement with the EU. The half-in 
position is defined as:

The UK does not join the euro but signs up to as many EU initiatives as possible 
in all other policy fields, similar to Sweden or Denmark. It engages actively and 
positively in the EU and thereby maintains its place at the Union’s top table in spite 
of the fact that it is not a Eurozone member. The UK could even take the initiative 
to become a leader in certain policy areas, e.g. security, foreign policy, digital policy. 

The half-out position is defined as:

The UK steps back from European integration and puts distance between itself and 
the Eurozone, while seeking to ensure the integrity of the Single Market. It only joins 
the initiatives that matter most to it, acknowledging that some interests would take 
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a hit. The block opt-out from Justice and Home Affairs legislation provides a possible 
template for this position.

As argued in the book, the half-out position would not properly resolve Britain’s EU 
question and could leave the Brexit question to be reopened depending on events and 
circumstances – notwithstanding Cameron’s insistence that this could not happen 
constitutionally. half-out would create a permanent grudging block on the road to 
deeper integration and probably produce mounting resentment among the UK’s partners 
over the UK having its cake and eating it too. The half-in position would be much more 
dynamic and cooperative, despite the UK’s continuing non-participation in key areas. 
Cameron has continually invoked “flexibility” as a desirable norm for the reformed EU 
he wants; but other member States see rather an ever looser union resulting from such 
a variable geometry, rather than the clear-cut rules differentiating the Fully-in from the 
half-in they desire. The prospect of a prolonged and unresolved half-out position for 
the UK would raise fears of further contagion and provoke demands for a more decisive 
break between those pursuing deeper integration and the rest. France, Austria, Spain and 
Lithuania have been most to the fore among such EU critics of the UK, while Ireland, 
the Netherlands, Sweden and Germany are most in favour of it remaining a member.

Achieving a solid majority in favour of remaining a member will depend on the balance 
of forces in British politics, the leadership and strength of the respective campaigns and 
the wider European and global contexts as they play into the campaign. The following 
paragraphs summarise some key aspects of these elements and how they might behave 
between the end of the negotiations and the referendum.

The Conservative victory in the may 2015 general elections was more solid than expected, 
giving Cameron an overall majority after a skilful campaign targeted against Liberal 
Democrat and marginal Labour seats. But it forced Cameron to honour his promise to 
hold the EU referendum in deference to its Eurosceptic wing. he has traditionally valued 
party unity over EU participation, but has come to realise the existential threat a Brexit 
decision poses for the British state, the Conservatives - and now himself. A party split 
could become inevitable whichever way the vote goes, as the UK Independence party 
consolidates its competing position, even though its appeal may have peaked. Cameron 
therefore has to appeal beyond his party to the nation, as argued here, if he is to win the 
referendum solidly. hence his security and existential arguments.

The Labour party was shocked by the election defeat, which propelled it into a leadership 
contest. It suffered a huge setback in Scotland, losing nearly all its seats to the SNp. 
Jeremy Corbyn’s victory reflected a surge of new members, echoing what happened in 
Scotland and propelling the party base leftwards. Corbyn reflects that shift. Traditionally 
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he has been the left sceptical wing of the party EU affairs, but he agreed it should be in 
favour of staying in, albeit from a critical perspective. his appointment of pat Glass to 
replace pat mcFadden as the EU spokesman is significant, since Glass has a consistent 
record as favouring an engaged UK role in the EU. Labour also competes with UKIp 
but under Corbyn’s leadership it resists their xenophobic and anti-immigrant sentiments. 
Nonetheless there is a clear correlation between Brexit and such sentiments, which all 
British party leaders take account of. Labour’s enthusiastic role in the campaign will 
be constrained by being perceived as working with Cameron - despite the decision to 
run a separate operation - and wanting to exploit Conservative divisions. This must be 
balanced against fears of how a Brexit decision would empower its most determined 
opponents and English nationalist.

In the book we outlined the sociological, generational and regional culture clashes 
involved in the Brexit debate. It pits AB professionals younger voters who more favour 
membership against skilled and unskilled workers who are more against; younger voters 
against older ones; London and the southeast against other regions of England more 
opposed to membership; and ethnic minorities (including the Irish) who most decisively 
favour membership. more recent research for the UK in a Changing Europe project 
confirms these patterns.

Scotland, Wales and Northern Ireland favour remaining in the EU more than England 
does and the gap is widening, particularly between England and Wales which are least 
inclined to vote for remaining, and Scotland and Northern Ireland, which are much 
more in favour of that choice. This has intriguing implications for the result if it is close. 
A close English majority in favour of leaving could be over-ruled by a UK majority for 
remaining in. And a stronger English majority of 54% to 46% in favour of leaving could 
determine that outcome despite Scottish, Welsh and Northern Irish votes in favour 
of staying. Either outcome would be destabilising and create continuing resentments 
capable of reopening the EU question rather than resolving it. That is most dramatically 
so in Scotland. Although the SNp leader Nicola Sturgeon has said continually that a UK–
wide vote to leave carried against a Scottish one to remain a member of the EU would 
constitute a material change on political circumstances sufficient to reopen the Scottish 
case for independence, she seems likely to campaign in favour of the UK remaining. Not 
to do so might jeopardise the Scottish vote in favour of remaining in.

The implications of a Brexit for Northern Ireland are dealt with elsewhere, but should be 
underlined here. Ireland as a whole has a deep interest in seeing a solid remain vote in 
the North – as polling currently indicates will happen. A victory for the Leave side in the 
whole UK would lie with those least willing to sustain the transfers and the autonomy 
underlying the Belfast Agreement. Ireland as a whole could see borders and customs 
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posts reimposed. It is a deeply unsettling scenario, including for the renewed polarisation 
it would see between different groups in the North.

The alternative to Scottish independence would seem to lie in a deeper devolution of 
power all round a UK that remains a member of the EU which itself would be reformed 
to cater for a more diverse membership. The Conservatives have pressed ahead with 
more devolution for Scotland and Wales, while the Fresh Start agreement in Northern 
Ireland also has such elements, notably on corporate taxation. The UK chancellor 
George osborne has championed giving more power to city regions in Northern and 
midlands England. And the Conservatives have gone ahead with their programme of 
English legislation at Westminster. But simultaneously osborne is cutting budgets in a 
determined effort to downsize the British state. If devolving power effectively amounts 
to localising budget cuts devolution itself is undermined. And whether this patchwork 
approach amounts to a coherent programme of federalisation capable of heading off 
Scottish independence is a question that exercises constitutional specialists. The UK’s 
dual sovereignty crisis will arguably not be resolved without it – and certainly not by a 
close vote stirring up further resentments.

In conclusion, it can be seen from this analysis that a great deal more is at stake in 
the UK’s referendum than is heralded in the modest but positive likely outcome of the 
negotiations with Brussels. Achieving a solid majority to stay in the EU and keep the UK 
itself together remains a major challenge for its leaders and voters, however desirable such 
an outcome is for its closest neighbour Ireland.



44

Britain and Europe: The Endgame - A Postcript

. .

SEction c: 
irELAnd And 

norThErn irELAnd:



45

. .

4. the irish Position
Tom Arnold and Andrew Gilmore

The United Kingdom’s future relations with the EU are a matter of significant and 
growing concern for the Irish government, having implications not only for UK-EU 
relations but for Irish-UK relations and, in particular, for Northern Ireland. The 
debate over the UK’s future presents the country with a difficult choice between its 
European vocation and the economic and political necessity of maintaining a strong 
British-Irish relationship. Achieving this difficult balance will be a key characteristic 
of the Irish Government’s position in the coming weeks.

The prospect of Brexit and the renegotiation of the United Kingdom’s relations with 
the EU is a matter of significant and growing concern for the Irish government, having 
implications not only for UK-EU relations but for British-Irish relations and, in 
particular, for Northern Ireland. This has been reflected by a series of key policy speeches 
by the Taoiseach, Enda Kenny, and Irish Foreign minister, Charles Flanagan, in which 
it has been made clear that Ireland considers the interests of Ireland, the British Irish 
relationship and the EU as a whole are best served by “a Britain that remains at the heart 
of Europe”1. At the administrative level, too, the importance of the issue has been reflected 
in the establishment of a separate unit in the Department of the Taoiseach, tasked with 
analysing the UK’s proposed reforms and consulting with relevant stakeholders from the 
business, policy and academic spheres. 

The debate over the UK’s future presents the Irish government with a quandary: on the 
one hand, Ireland remains a committed member of the EU, with little in the way of 
domestic political Euroscepticism, and is wary of any attempts by the UK to roll back 
the process of European integration. on the other, the government is acutely aware that 
failing to secure a package of reforms that would keep the UK in the EU could have 

1 Speech by the Taoiseach, mr Enda Kenny, TD, at British Irish Chamber of Commerce/IIBN 
Seminar mcCann Fitzgerald offices, London, 25 January, 2016.



46

Britain and Europe: The Endgame - A Postcript

. .

profoundly negative implications for the island of Ireland. 

These twin threads define the Irish position on the issue of Brexit, and the apparent 
difficulty in marrying the two on certain issues has given rise to a degree of uncertainty 
over the future of relations between two states with a deeply entangled past.

Ties that bind
Indeed, the ties between the two, especially in the European context, cannot be 
understated. Ireland and the United Kingdom joined the European Communities on 
the same day in 1973. owing to Ireland’s overwhelming economic dependence on the 
UK at that time, the country’s accession to the EEC was contingent upon the accession 
of its larger neighbour 2. 

It is also worth remembering that at the time of joining the EEC, Ireland’s political 
relations with its neighbour were difficult, set against the background of the violence 
and political stalemate in Northern Ireland. In the four decades since, however, the 
Anglo-Irish relationship has been transformed, and today that bilateral relationship is 
stronger than it has ever been. The positive change in relations was due in no small 
part to EU membership, a setting which enabled personal contacts to develop between 
Irish and British politicians and officials in a way that had not previously been possible. 
our joint membership of the EU provided a forum for contact on diverse policy issues, 
strengthened cross-border ties and institutions, played a significant role in the Northern 
Irish peace process, and fostered deep political and economic interdependencies between 
the two countries. 

The latter point, that of economic interdependencies, is a key one in the modern context. 
Although the Irish economy is now much more diversified than at any point in the 
past, the country still conducts approximately €1bn in trade every week with the UK 
and the economic relationship between the two remains vitally important. The UK is 
Ireland’s largest export recipient; Ireland is the fifth-largest destination of UK exports, 
which exceeds by far the relative size of its population and economy. And this is far from 
a one-directional relationship: the UK exports more to Ireland than it does to China, 
India and Brazil combined. As of 2014, Ireland was the UK’s 6th largest export market, 
and a destination for more than £18 billion pounds worth of British goods and services. 

The ties that bind the two states are further strengthened by the imperative of maintaining 
peace and stability in Northern Ireland, which requires the continued engagement and 
cooperation of London and Dublin. Though the true impact of Brexit on the Northern 
Irish settlement and the border is fraught with uncertainty, it is nonetheless true that 

2 Untying the Knot? Ireland, the UK and the EU, Dáithí o’Ceallaigh and James Kilcourse, IIEA. 
February 2013
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the fragility, and potential reversibility, of this settlement was underlined in the past 
12 months – a period in which the stability of the devolved institutions was called into 
question, and ultimately required an intensive ten-week period of talks between the UK 
Government, Northern Irish Executive and Irish Government in order to secure the 
‘Fresh Start’ deal.

The Irish position
It is of little surprise, then, that the Irish government sees Brexit as a threat to its 
political and economic interests, and it has not been reticent about publicly expressing 
its support for Britain’s continued membership of the EU, as well as its desire to play a 
constructive role in the debate. As Irish Foreign minister Charles Flanagan alluded to 
in his 9 September 2015 speech to Chatham house, the instinctive Irish position is to 
be sympathetic to the UK’s position, and the country will do everything in its power to 
ensure that the UK’s future is in the EU.

Though it is clear that Irish political support for the UK is given without hesitation, 
in practice this must be translated into an approach which marries the twin themes of 
Ireland’s pro-European integration stance, and the need for stability in the British-Irish 
relationship. Naturally, then, finding compromises that lie at the locus of the two will 
be the Irish priority – but this may be easier to achieve in some instances than others, 
and Irish support for specific UK demands is more nuanced than the Government’s 
statements would suggest. Indeed, a small number of the negotiating points laid out in 
David Cameron’s letter of 10 November, in particular on the issue of migration, which 
is key to David Cameron’s upcoming referendum campaign and by implication the UK’s 
future EU membership, might appear to Irish eyes to strike at the heart of the European 
project. Knitting together these at times divergent threads into a satisfactory solution 
will not always be a simple task - but nor should it present an insurmountable challenge. 
As discussed in Brendan halligan’s ‘State of play’ at the beginning of this postscript, it 
already becoming apparent that the distance between the UK’s negotiating position and 
that of its counterparts in the European Council may not be so great as initially feared. 

Sovereignty
For example, the issues of sovereignty raised by David Cameron might have seemed, on 
first examination, to be the most likely to test Irish support of the UK’s reforms. This 
issue, however, has been approached with a commendable pragmatism by the UK, the 
other 27 member States, and indeed the president of the European Council, Donald 
Tusk. The thus far amicable approach bodes well for the discussions ahead. Even on 
the issue of ‘Ever Closer Union’, long the bête noir of the British Eurosceptics, there is 
a growing willingness to acquiesce to the UK’s demands in some form or other. From 
the Irish perspective, this is shaped by a recognition that the concept variously described 
as ‘variable geometry’ and ‘differential integration’ has always existed to some extent 
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in Europe (indeed the UK itself, with its multiple derogations and opt-outs, would 
be a rather apt example of this). There may well be some justifiable wariness from the 
Irish side at the prospect of formalising this concept in the Treaties, but the framework 
originally proposed in the European Council Conclusions of June 2014 3, and restated 
in Donald Tusk’s letter to David Cameron in November 2015, seems an eminently 
workable compromise. A deal of linguistic finessing may be required to make it palatable 
to the British electorate, but achieving that goal should be a relatively trivial matter. 
For Ireland, as for many member States, the key issue will simply be that the process of 
integration be permitted to continue as the other member States see fit, and that no one 
state be permitted to block this process for the others.

Competitiveness and Single Market
Elsewhere, there is further cause for cautious optimism from the Irish side. Few would 
argue, for example, that the interests of the UK and the member States are mutually 
exclusive when it comes to issues such as pursuing trade deals or improving the Union’s 
competitiveness. From the Irish perspective, after the worst economic crisis in a 
generation, and with a nascent recovery to consider, any advantage for still-struggling 
SmEs will be welcome. Irish support for broadening our business-base, improving the 
competitiveness of the EU and relaxing the regulatory burden on business will be given 
without a great deal of hesitation, assuming that these proposals are reasonable and do 
not threaten to distort competition within the Union. 

Similarly, completing the Single market in services and digital is an agenda to which 
Ireland, as a hub for multinationals and a country with a burgeoning digital sector, 
will be empathetic. The digital economy, in particular, is a vital component of Ireland’s 
post-crisis recovery, having positioned itself in recent years as a point-of-entry into the 
EU market for US multinationals in this sphere. The country also hopes to foster and 
promote home-grown digital start-ups in the years ahead – an ambition which has so 
far been stunted by a lack of regulatory harmonisation that in turn has hindered growth 
in the digital economy across Europe, and artificially distorted the market in favour of 
competing regions. 

3 The June 2014 Council Conclusions stated:

The UK raised some concerns related to the future development of the EU. These concerns will need to 
be addressed. In this context, the European Council noted that the concept of ever closer union allows for 
different paths of integration for different countries, allowing those that want to deepen integration to 
move ahead, while respecting the wish of those who do not want to deepen any further.
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Economic Governance
on the issues of Economic Governance raised by David Cameron, there may again be 
an opportunity for Ireland to marry the British, Irish and European positions. As was 
noted in the IIEA book, Britain and Europe: The Endgame, Ireland has a clear interest 
in defining new rules for relations between euro and non-euro members, primarily 
because these relations directly affect Northern Ireland and Irish relations with Britain. 
As discussed in the subsequent essay by John Bradley, disruptive fluctuations in the euro-
sterling exchange rate have generated serious problems for Irish policy-makers – problems 
whose profundity is amplified for cross-border trade, where the relatively small, mainly 
indigenous firms are less able to insulate their activities. Any further disintegration of 
links between the Eurozone and the UK would be highly undesirable from an Irish 
perspective.

There will doubtless be a sense in the Irish government that mr. Cameron’s demands in 
this area, including preventing competitive distortions between the ins and outs resulting 
from Eurozone membership; protecting the integrity of the Single market; and even 
recognition of the multi-currency union, are not entirely unreasonable, particularly in 
light of the UK’s status as the largest of the ‘out’ countries, and the home to the financial 
capital of Europe. 

Furthermore, and as noted in Brendan halligan’s ‘State of play’ chapter in this postscript, 
some of the UK’s demands have an existing precedent. on the topic of allowing opt-outs 
for Eurozone initiatives, for example, it will be well-noted that during the creation of the 
Banking Union, allowances were made for voluntary participation in the initiative, and 
the EBA’s ‘double majority’ voting system created a working precedent to accommodate 
concerns of Eurozone caucusing. Similar systems could well be envisaged for future 
initiatives, without prejudice to either the integrity of the Eurozone, or indeed to Irish 
interests. 

That is not to say, however, that Irish support will be given without qualification, and 
much will depend on the specifics of what is proposed for the February European 
Council. Taken as a whole, though, it appears that many of mr. Cameron’s demands, 
for which he has notably asked for “recognition”, can be addressed without immediate 
recourse to Treaty Change - something which again will give some comfort to Irish 
negotiators.

Migration
While the issues noted above appear solvable from the Irish perspective, the migration 
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issue, and in particular the sub-heading of benefits, for now remains more problematic. 
Though migration is an issue of common concern for the member States, depending on 
the member State it raises profoundly different and difficult political and social interests. 

Ireland too has its own unique perspective on this topic. Considering its history of 
economic migrancy, as well as its continuing commitment to European integration, this 
basket above all presents problems, and exposes a cleavage in the political and social 
interests of the two states. Though there a number of issues which can be addressed 
with relative ease, including the matter of adjustments to benefits for non-resident 
dependents, there is also a significant obstacle in the form of proposals for restrictions on 
in-work benefits and welfare provisions for jobseekers (both proposals, it must be said, 
driven in large part by a toxic domestic debate in the UK).

In its public statements, the Irish government has been understanding of the UK’s 
concerns, but there is also recognition that this issue will not be simple to resolve. In his 
speech to Chatham house in September 2015, Foreign minister Charles Flanagan made 
this very point:

[…] we understand that the scale of migration into the UK, including from other 
Member States, is a source of concern, both for the UK government and for many 
British people. And we understand that this is contributing to a sense of dissatisfaction 
with the European Union and with Britain’s place in that Union. 

[..] potential changes to welfare provisions in the UK could prove more difficult. 
That’s because the very perception – whether it’s right or wrong – of the citizens of one 
Member State being treated differently from another touches a nerve deep within the 
EU’s common ethos.

Thus, on this point Ireland finds itself with an acute dilemma: on the one hand, a 
country committed to the European project, and wary of any proposal which may violate 
the core European principle of non-discrimination. on the other, keenly aware that a 
failure to secure agreement on this key issue could illuminate the exit lights for its closest 
neighbour, engender negative consequences for the Irish economy, and perhaps, in the 
worst case scenario, even for peace and stability on the island of Ireland.

had the UK approached the migration issue purely from the perspective of curbing 
specific abuses, such as welfare fraud, sham marriages and strengthened powers for 
deportation and re-entry bans (proposals which mr. Cameron has also put forward for 
the Council’s consideration) the negotiation would be a short one. After all, the renewed 
security focus of the Union has emphasised that these are issues of common concern 
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for the member States. But having made the benefits issue a substantial focus of UK 
policy in the past 12 months, it has by now become the sine qua non of David Cameron’s 
negotiating position. A failure to produce a marketable result on the topic will, in the 
eyes of many in the UK, relegate the exercise to the level of harold Wilson’s “trivial 
renegotiation” of 1975. 

Britain and Europe: The Endgame argued that the migration issue would require a bespoke 
solution to satisfy the diversity of concerns and interests it raises in the member States, 
and this is particularly true of the benefits question. As discussed previously, events have 
placed migration in general within the broader context of securing Europe’s borders, but 
on the welfare sub-heading too there are indications that the views of the member States 
may be evolving, shaped in part by the post-crisis circumstances of the EU. There is, 
after all, a broad recognition that economic distortions within the EU have led to greater 
strains being placed on the welfare systems of certain EU economies. It is also clear that 
these economic strains have, in turn, granted political capital to domestic Eurosceptic 
elements. In this context, member States may come to see addressing the welfare issue as 
an opportunity to alleviate internal political and economic pressures. The task for David 
Cameron, and perhaps the ideal for Ireland, will be to mobilise this sentiment to initiate 
a pan-European solution to the question, rather than a UK-specific exception. 

Conclusion
overall, the Irish view of these negotiations is one characterised by caution. Ireland, arguably 
more than any member State apart from the UK, has much on the line in this negotiation. 
At the forefront of Irish concerns is a deep uncertainty over the implications of Brexit for 
British Irish relations as a whole, and for the Northern Irish settlement in particular. As noted 
at the outset of this paper, the recent period of instability in the Northern Irish institutions 
will only have served to heighten Irish anxieties, and to underline the importance of reaching 
an agreement that secures a continuation of British membership of the European Union.

Certainly, the pragmatism that has characterised the discussions to date provides grounds 
for Irish optimism, but clarity is still needed on certain key issues and for the time being 
the outcome of the negotiation remains deeply uncertain. Indeed, uncertainty has become 
a hallmark of the United Kingdom’s engagement with the EU in recent times, and it is 
clear that mr. Cameron’s reform agenda has engendered a degree of exasperation in several 
European capitals. From the Irish point of view, however, the loss of the UK from the EU 
would be so profound in its consequences that facilitating a constructive and collaborative 
dialogue, and finding a solution which satisfies both the British and the Irish interests, will 
be the priorities.



52

Britain and Europe: The Endgame - A Postcript

.

5. Brexit, northern ireland and the 
island economy

John Bradley

With the emerging debate on the consequences of Brexit for Northern Ireland and 
the island economy, the Northern administration is now obliged to contemplate the 
economic and other implications for them of the possible outcome of the upcoming 
referendum. This piece updates the analysis contained in Britain and Europe: The 
Endgame, and reviews some of the economic consequences of Brexit for the two 
economies on this island.

Introduction
With the emerging debate on the consequences of Brexit for Northern Ireland and 
the island economy, the Northern administration is now obliged to contemplate the 
economic and other implications for them of the likely outcome. The referendum will be 
decided by the UK as a whole but may have very specific consequences for the economy 
and wider governance of Northern Ireland in circumstances where, at this early stage, 
it is extremely difficult to work out ex ante all of the likely ramifications. The Irish 
government, on the other hand, has been engaged actively in this debate from its start, 
as a close and supportive friend of the UK but with a desire to see the UK remain within 
the EU and with a publicly stated firm resolution to remain at the core of the EU, 
irrespective of the eventual decision of the UK electorate.

Even if the UK electorate vote to remain in the EU, under acceptable modified terms that 
are unlikely to differ very dramatically from the present terms, the long-term lukewarm 
participation of the UK in a range of important EU activities and their refusal to join 
in others have already had negative economic consequences for Northern Ireland and 
the inter-relationship of the Northern and Southern economies. North-South trade and 
disruptive cross-border shopping activities have been affected by large fluctuations in 
the euro-sterling exchange rate, where this aspect tends to be highly visible and attracts 
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immediate attention. however, more importantly it has also made it more difficult to 
build longer-term and deeper North-South economic and business engagement within 
the island than it might have been if the UK were a fully participating member that 
shared the objective of closer business and economic integration within the EU and if 
this logic was also applied to the island economy. We take up this point later.

Unfortunately, not only are some aspects of the present EU situation for the island 
economy far from ideal, but there is a distinct possibility that it may become worse 
after a Brexit. In this short note we update the analysis contained in the IIEA book, 
The Endgame, published in February 2015 and review some of the negative economic 
consequences for the two economies on this island of the current UK “half-in” role in the 
EU. We then move on to examine the likely additional disruption that would arise after 
a Brexit and comment on the implications of recent research findings. however, here we 
are still groping about in the dark as only the first of three phases of the UK Brexit debate 
process is currently unfolding as agreement on the new terms of UK engagement within 
the EU, the terms that will have to be put to a vote in the UK referendum, are being 
hammered out between the EU presidency and the UK government. 

In such a situation, and even if a Brexit is somewhat unlikely at the time of writing, in 
light of the potentially serious implications for the island economy it is reasonable to 
address pre-emptively a worst case scenario where the UK leaves and takes Northern 
Ireland with it out into unknown territory while Ireland stays within the EU and has 
to deal with an altered business and economic environment. much of current research 
highlights the likely consequences of Brexit, and we review this in the narrower context 
of consequences for this island. Anything short of Brexit would be merely a continuation 
of the UK’s reluctant membership where policy makers and businesses in both of the 
island economies have long experience of such challenges. Finally, we step away from 
the world of research and analysis and look briefly at emerging political attitudes to 
the economic consequences inside Northern Ireland, highlighting the views of the two 
largest parties, the DUp and Sinn Fein. 

Consequences for Northern Ireland and Ireland of a 

“half-in” UK
An important background to the development challenges facing Northern Ireland is that 
the much larger Irish economy has been able to use its available policy autonomy to reap 
many, but not all, of the economic benefits of its sovereignty while playing a role in the 
wider EU system into which it is now integrated. Northern Ireland, a region of the UK 
with a relatively new and complicated power sharing administration, has found it more 
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difficult to follow this policy route, either through its intra-UK links with the British 
economy and its regions or through its close geographical proximity and evolving links 
to the Irish economy, its main export market after external sales to Britain. 

This sub-optimal situation within Northern Ireland has been exacerbated by the 
unwillingness of the UK government to participate in a series of European post-Single 
market initiatives designed to move further ahead with the creation of a more deeply 
integrated European market place. The most important of these initiatives concerns the 
fact that the UK remains outside the Eurozone, and that economic impacts on UK-Irish 
and North-South trade of fluctuations in the euro-sterling rate have been far greater than 
any consequences of fluctuations in the rate against the Danish and Swedish currencies 
(the only other “old” EU member States outside the euro zone). movements of the 
currencies of the newer member States that have not yet joined, but are obliged to do so 
eventually, have been generally very small or non-existent. 

The island of Ireland is unfortunate in that the scope of its economic activities is divided 
by an international land border between a small state and a region of a larger state that 
have tax systems that are not very harmonised and currencies that can fluctuate rapidly 
and through large margins. It is well known that price deviations induced by exchange 
rate fluctuations can often take a long time to work through the economy. on the island 
as a whole, this can appear as a kind of disruptive negative-sum process where both sides 
eventually lose.

Fluctuations in the euro-sterling rate have serious implications for product sourcing 
arrangements by producers and retailers, and these are often difficult to change at short 
notice. There is a danger that border regions will be obliged to focus on serving the 
narrow, transient cross-border market in eras of favourable prices, and fail to strengthen 
and deepen these markets in a way that would make them less vulnerable to reverses in 
relative currency strengths. The consolidation of the Northern peace process, combined 
with the reality of the Single European market, are longer-term factors that have served 
in the past to offset the short-term price fluctuations caused by exchange rates. however 
undesirable such uncertainty may be, at least it has prepared Irish and Northern Irish 
businesses for dealing with the possibility of additional disruptive influences on trade 
and other economic processes that a Brexit might bring.

A more serious island business engagement problem can be illustrated by the Northern 
Ireland Economic Strategy document that was published on march 13, 2012 by the then 
minister of Enterprise, Trade and Investment, ms Arlene Foster. This remains the current 
strategy and the fundamental blue-print for economic development policy in Northern 
Ireland for the next few years. Yet in it there are only two explicit references to the Irish 
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economy: 

“A large majority of sales outside NI are presently destined for either GB or the RoI, 
which is too narrow” (page 27);

and

“Other countries such as Singapore and the Republic of Ireland (RoI) have developed 
their economies on the basis of a low corporation tax strategy and a pro-business 
regulatory environment” (page 31).

It is apparent that there is a deep reluctance on the part of some Northern policy makers 
to acknowledge the magnitude of the present systemic links across the border or to reflect 
on how these might be built up to generate further synergies for both jurisdictions. Such 
a narrow and grudging approach to growing the island economy, and the wider lack of 
engagement with Europe, may be politically popular within some circles of Northern 
politics, but makes no sense from a business or economic perspective. The policy failures 
that produce a Northern Ireland economic strategy that treats the Irish economy in 
much the same way as it treats Singapore are not unrelated to a wider euro-scepticism. 
And in Ireland, the fact that less than two per cent of total exports go to Northern 
Ireland should not hide the fact that it is the island as a whole that needs to act as an 
incubator of new indigenous firms that will be future export earners. 

Brexit: A bad situation can only get worse
Three main economic and business aspects of the emerging Brexit debate in Northern 
Ireland were highlighted in the IIEA book. First, the challenging agenda of internal 
policy reform in an era of UK-wide fiscal reform and reduction in the size of government 
expenditure. Second, the challenges of the enduring dominance of the strong economic 
and business links with the rest of the UK at a time when the UK deviates increasingly 
from EU policy norms in ways that are likely to have asymmetric consequences across the 
UK regions and with Ireland. Third, the challenges of building on the steadily growing 
economic and business links with Ireland, its second largest trading partner after Britain, 
at a time when trade and other relations between these two main markets appear to be 
threatened by Brexit. While the first two issues are mainly of internal concern to the 
UK, the third issue spills over the border and presents challenges both to Belfast and to 
Dublin. 

on the first issue, the recently concluded Stormont Agreement II has served to defuse 
some of the internal governance problems and provided a path to normalisation of 



56

Britain and Europe: The Endgame - A Postcript

.

internal governance. This has permitted attention to turn to the second issue and to 
the consideration of how a Brexit might impact on the Northern Ireland economy. 
only when this issue is better understood within the Northern Ireland administration is 
attention likely to turn to the implications for north-south developments on this island.

In brief, our broad conclusions in the book Britain and Europe: The Endgame still stand, 
and can be summarised as follows:

1. The economic consequences of Brexit will be difficult, but perhaps not catastrophic

The economic and business consequences of a Brexit for Ireland are likely to be awkward, 
at worst, perhaps strategically challenging, but probably not catastrophic. Indeed, it may 
offer prospects of some benefits for Ireland in areas such as increased inward investment 
in areas of Irish specialisation. of course, any such benefits would be partially offset by 
the imminent implementation of a new, low rate of corporation tax in Northern Ireland. 
research carried out earlier in 2015 by open Europe in the UK asserted that the overall 
impact of Brexit on the UK economy is likely to be confined to a band between minus 
and plus 2 per cent of GDp, presumably with negative/positive knock-on consequences 
for the Northern Ireland and Irish economies. In layman’s language, this is merely a 
formal way of admitting that we cannot presently evaluate the consequences! 

The recent ESrI report on the consequences of Brexit for Irish-UK trade asserts that the 
level of Irish exports to the UK could fall by nearly 22 per cent. But this methodology 
was based on an analogy with studies of the trade-boosting impacts of the removal 
and lowering of tariff barriers in economies in Asia where trade barriers had been very 
high and the structures of the economies are very different from those of the EU. The 
fact that Irish-UK trade has been well established since the foundation of the state, 
and has endured through many different trade regimes and currency fluctuations that 
can be much larger than any likely post-Brexit tariff barriers, suggests that the ESrI 
negative Brexit impacts on Irish-UK economic interactions need to be interpreted with 
caution. The same applies for the knock-on impacts on North-South trade. one needs 
to deepen and expand the investigation and seek impacts elsewhere, associated with 
higher barriers to closer business-to-business collaborations and better integration of 
island infrastructure, as discussed above. 

There is no compelling reason why a Brexit would make such North-South co-operation 
dramatically more difficult than it already is unless the breakup takes place in an 
adversarial and acrimonious atmosphere between the EU and the UK. Then we enter 
a perilous and unknown world of disrupted trading relations, queues at restored border 
check-points, and the inevitable consequences for Ireland: a slow and highly costly 
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disengagement with our largest trading partner, Britain, and the same and possibly worse 
with Northern Ireland. In the words of Lord Denning, this would be “an appalling vista”.

2. A threat to social protection and employment rights?

From a Trades Union perspective, Brexit pulls Ireland in the wrong direction, as social 
protection and work-place rights are diluted in the name of international competitiveness. 
of course, such concerns are also relevant to the UK Trade Union movement and are 
likely to play a role in the internal UK debate on Brexit.

3. The nature of a post-Brexit UK is difficult to quantify

The situation facing Northern Ireland is particularly challenging in the light of its tight 
inter-relationships with both the British and the Irish economies, the common land 
border, and the general lack of much by way of political articulation of EU preferences 
along the lines of Scotland during the recent referendum. But the actual process of 
Brexit, and the nature of the post-Brexit world, are too fraught with uncertainty to be 
amenable to any precise quantification.  

The most comprehensive study of the British prospects is the open Europe study: 
What if ..? The Consequences, Challenges and Opportunities facing Britain outside the EU, 
published in march, 2015. If one searches for the word “Ireland” in this document, one 
finds three references. The first two relate to UK trade, showing that Ireland was the fifth 
largest UK trading partner in 2014 (behind the USA, Germany, the Netherlands and 
France, but ahead of China!), and that Ireland is more disposed to free trade (along with 
other Northern European member States) than France, Italy and other Southern states.

But the third reference is rather startling: “We do not factor in the one-time cost of 
erecting a customs border control between Ireland and Northern Ireland”. To a British 
audience this would appear to be a minor complication of geography. For the people 
living of this island, the issue is more chilling. But here we step away from economic logic. 
The economic impacts of border customs posts, however improbable their imposition 
may be, are likely to be the least of our worries. 

Turning to the wider UK consequences, in the open Europe study the Brexit costs vs. 
benefits are narrowly bounded in the range of loss/gains of GDp by the year 2030. At 
worst, a loss of 2.2% of GDp should the UK have to fall back on WTo arrangements 
post Brexit. At best, a gain of 1.6% of GDp, should the UK be able to secure a beneficial 
EU FTA. But any gains, even of the above modest nature, would require a dramatic 
increase in UK competitiveness, exposing the weaknesses of any UK regional economies 
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that do not currently enjoy competitive strengths in traded services (e.g., banking, 
insurance) or advanced manufacturing.

The UK regional economies (Scotland, Wales, Northern Ireland, but also including the 
northern English regions) will need to explore how they are likely to fare under Brexit 
compared to continual UK membership of the EU. Specifically, which of these two polar 
situations is likely to provide the best supporting context for recovery and development 
of the Northern Ireland economy? Will there be a preference for remaining inside the 
EU, with its commitment to greater regional cohesion and equity; its evolving social 
institutions and protections; and a benign context within which North-South and East-
West problems can be handled. This is clearly the choice of Scotland and an outcome 
that is being willed on by the Irish government! or will there be a preference for leaving 
the EU and for embracing an exciting brave new post-Brexit world, a decision which 
will be driven by the obvious opportunities for the strong economy of the English South 
East, focused on London, but would tend to be neglectful of the development needs of 
the less strong regions?

The IIEA book addressed such questions and although there will need to be a national 
debate after the decision of the UK referendum is known, the adherence of Ireland to the 
inner core of the EU is the national choice. It would be tragic if the process of mutual 
strengthening of the two island economies through North-South trade and economic 
co-operation were to be disrupted by a Brexit that neglected our geography, our special 
relationship, and our deep business and economic links.

Political views on economic consequences of Brexit
At the time of writing only one of the Northern Ireland political parties have come out 
with a definitive stance on the issue of Brexit – Sinn Fein. Though the official approach 
of the party is anti-Brexit, it comes with caveats, and is conditional on a more socially 
friendly approach to EU policy-making that distances it from the recent period of 
fiscal austerity. In view of Sinn Féin’s strong commitment to a united Ireland, it was 
inconceivable that they would adopt a pro-Brexit stance, even if that party has its own 
list of reforms that it would like to see regarding the manner in which the European 
Commission and the ECB interpret and execute their policy remit. 

meanwhile, the general approach of the DUp was outlined in a presentation made in 
Belfast by the DUp minister for Finance, Arlene Foster, on 26 November 2015. her 
presentation on Brexit was ostensibly a balanced one, weighing the pros and cons against 
each other and maintaining a broadly agnostic stance. The past tendency to paint EU 
attitudes in black and white terms was used in her speech to puncture the enthusiastic 
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pro-EU case by drawing attention to the view prevalent when EmU was being designed 
that by remaining outside the Eurozone, the UK would suffer disastrously. 

But it was fairly clear from her speech that little or no economic or business research had 
yet been carried out in order to position the Northern Ireland stance to Brexit on more 
solid grounds. For example, one could not imagine any Irish Finance minister saying 
the equivalent of: “It is safe to say that the possibility of a UK exit is of concern to some 
Northern Ireland businesses”. however, there was a strong belief that UK-Irish special 
trading relationships could be negotiated in a mutually beneficial way, which is a not 
unreasonable assumption to make if any Brexit is conducted amicably.




