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Surrey branch events
AGM 2009

This will be on Friday, 20th February, at our usual venue, the hall above Weybridge Library, where our guest speaker will be Sir Colin Budd, former HM Ambassador to the Netherlands. His topic is ‘The dynamics of power in today’s EU, and the opportunities for the UK’. Our President, Ian Taylor MP, will be there. The calling notice with agenda is attached. It is a great privilege to have Sir Colin as our speaker, so please make every effort to come along. For planning purposes, please let Alan Wasdell (01932 252232 or a.wasdell@btinternet.com) know if you intend to.
Other forthcoming events
Our first lunchtime meeting in 2009 will be on Thursday, 26th March at the Watermill, Dorking, where Dominic Brett of the Commission’s London Office will talk on ‘Euroscepticism: with special reference to the upcoming EP elections’. Our annual dinner will be on Friday, 24th April, when our guest speaker will be Sir Stephen Wall. A former Ambassador to Portugal, then Permanent Representative to the EU, he was EU adviser to Tony Blair 2000-04. Invitations and full details of both events will follow shortly.
Thought pieces

Many thanks to those readers who responded to the request in our previous issue for thoughts on sterling’s recent past and possible future - the main theme in this issue’s Thought pieces. The anger and frustration in some is perhaps shared by other readers?
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The current economic and political situation does raise some profound questions about where this country is heading, willy nilly.
Keith Tunstall’s piece (p4) brings to mind José Saramago’s fabulous tale, The Stone Raft, whose setting is the Iberian Peninsular, which, for reasons unknown, detaches itself from the rest of Europe* along the Pyrenees and moves slowly, but purposefully westwards causing consternation and speculation among both the inhabitants and the Great Powers. 
*Mischievously, Saramago leaves Gibraltar behind. The passage of Spain past the Rock becomes a tourist spectacle and the subject of a debate in the House of Commons!

Ten years on – Britain and the Euro – an appraisal by Sir Michael Palliser
Sir Michael Palliser was the first British Ambassador and Permanent Representative to the European Communities in 1973 and later Permanent Under-Secretary of State and Head of the Diplomatic Service at the Foreign and Commonwealth Office. He is a member of the Senior Experts Group and for many years of the European Movement.
The euro’s tenth anniversary on January 1st has coincided with the worst global financial and economic downturn in decades. And sterling’s steepest decline for many years in value against both the dollar and the euro has prompted a renewed interest in this country in the possibility of Britain joining the euro and discarding the pound. The same question, incidentally, is being asked in several other EU member states (e.g. Denmark, Sweden and Hungary) which wonder if they would not be better off with the euro rather than their own currencies. For the euro is now the single currency of an Economic and Monetary Union comprising 16 of the 27 members of the EU - known as the Eurogroup - and it has already become in this very short period of time an international reserve currency in its own right, a companion if not yet a successor to the dollar, which still remains the world’s prime reserve currency.

This is an extraordinary success story for the euro. It is worth recalling the profound scepticism widely expressed in the 1990s, primarily though not solely in this country, about the possibility of a single European currency being created; and, even if it were, the virtual certainty that it would soon collapse, in particular because of the impossibility of the “one size fits all” principle on which it seemed to be based. Reluctant though they are to admit it, those pundits, politicians and economists alike, who made these gloomy predictions, have been proved resoundingly wrong. For the past three years the total values of euros in circulation has surpassed that of the dollar. Respect for the dollar is being gradually matched by respect for the euro; in particular, it has become a significant component of many countries’ official reserves, 27% worldwide now against 18% some years ago, while the dollar’s share has fallen from 71% to 68%. These figures may seem fairly small. But they represent a very significant trend.
Although the New Year has seen a slight and probably temporary improvement for both the dollar and the pound against the euro, it remains a fact that in December 2008 the euro hit its highest level of the decade on a trade-weighted basis. The Cassandras nevertheless go on declaring that the problems of member countries of the Eurogroup, suffering like the U.K. from the downturn, have been aggravated by the impact of the single interest rate that accompanies the single currency and their inability to use devaluation or interest rates as an instrument of economic policy. They assert that countries such as Greece, Italy and Spain are bound to have to leave the Eurogroup, or at least suspend their membership (whatever that may mean) even if the entire system avoids collapse, which they continue to regard as probable - against all the evidence of the past ten years and more recently during the credit crunch crisis.

The facts rather than the fictions all militate against these pessimistic forecasts. Of course, the Eurogroup has had difficulties and setbacks. There is, for example, little doubt that when the original members of the group changed their currencies into the euro, there were inflationary consequences in some countries for prices of goods of all kinds. This was partly due to unscrupulous traders exploiting the difficulty of the translation process. But of course the differences in the size, economic management and relative prosperity of the members have created real difficulties for the management of the Eurozone. Despite all these, however, the fact remains that the euro has become ever stronger and the member governments have no desire or intention to try to leave it or to see it collapse. Nor do their peoples want this to happen, if the polls are to be believed. For example, the most recent evidence at the end of 2008 by the F.T.-Harris Survey shows that the percentages of people opposing any return to national currencies (difficult and dangerous as that would in any case be) were in France 75%, in Germany 72% and in Spain and Italy (two countries allegedly suffering acutely from the impact of the single currency) 67% and 61% respectively.

The fact is that the euro is now securely embedded in the member countries and there is little desire to turn the clock back. It is also true that, although the European Central Bank is frequently criticized, as are all Central Banks, it has handled the Eurozone with skill and efficiency over the past ten years; and its prestige and influence, as those of its President, Mr.Trichet, have been enhanced during the present crisis and its global authority increased. Let’s face it: economic and monetary union and the single currency are here to stay.

So where does this leave the U.K.? The British attitude towards European monetary integration has been the mirror image of its general attitude over the years towards European economic and political integration as a whole. Successive British governments and, it has to be said, a large section of the British public have reacted towards such integration with depressing inevitability ever since the mid-1950s in a series of stages. First, came scepticism and reluctance to become too closely involved with unreliable Europeans, whose fancy ideas were bound to fail. Next came a gradual realization that these unreliable people were in fact on the right track and succeeding, indeed in some cases rapidly outpacing us both industrially and technologically. Finally, and always too late, came recognition that our interests required us also to be involved. That stage, unfortunately, has not yet been reached so far as the euro is concerned. But it will come and the European Movement should work actively to achieve it.

The question is asked - will the existing Eurogroup members want us in? Again, the Jonahs are out in force to explain why they won’t. My answer, on the contrary, is unequivocally positive for a mixture of economic and political reasons, especially the latter. There is, for example, genuine respect, even envy, on the continent for Britain’s political institutions and our long-standing commitment to the democratic principles that underpin them. Of course there must be doubts among members of the group. They see our weak currency as reflecting a general weakness in the British economy made worse of course by the current crisis. But the truth is that most if not all of our partners in the E.U., old and newer members alike, want to see Britain, still a major European power in spite of our weaknesses, actively involved as a leading player in the E.U., as much for political as for economic reasons. They know that if we are prepared to take a full part in all aspects of E.U. affairs, we can make a powerful contribution to the progress and future development of the union. That of course would mean our membership of the euro, which I believe they would do their best to facilitate.

But they will not be patient for ever. The longer we hesitate, as past history has shown, the more difficult eventual membership will become. Our partners will weary of our prevarication and will press on without us. We should, of course, have joined the Eurogroup at the outset. Failure to do so has not been to our advantage either economically or politically. Waiting for the “right time” to join has been an abdication of political responsibility. The right time is just as soon as our political leadership can be brought to realize what a mistake they are making and to persuade the British people that our interests, our future prosperity and British political and economic influence in the world require us to join the European mainstream and play the full part in E.U. affairs to which our history and our innate talents entitle us. That is a difficult task. But I believe it can and must be done. Let us in the European Movement do all we can to achieve it.
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Kept, but not saved?

The Euro – we’ve missed the boat! – complains Keith Tunstall
Surrey branch member Keith Tunstall is angry at yet another lost opportunity for Britain to nail its colours to the European mast. 
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 Going …
What’s the betting we would be better off now if we had adopted the euro when we could? OK it is a bet – there is no certainty – but I say we would definitely be better off if we had joined.
The argument against the euro has always been that “one size does not fit all” – an interest rate set by the European Central Bank will not necessarily be right for the UK.  Better we should set our own interest rate, say the Eurosceptics.  This is a beguiling argument because of course it is true that no interest rate, at whatever level and set by whomever, is right for all situations.  It is true that “one size does not fit all” but that does not invalidate the argument for the euro.
Whatever the ECB rate, not everyone in the Eurozone is happy.  But, also, whatever the Bank of England rate, some people in the UK will complain.  Business would always like low interest rates, savers want high interest rates.  High interest rates are reckoned to tackle inflation but inhibit investment and growth: low interest rates are supposed to encourage growth but they risk inflation.  With its independence, the Bank of England raised interest rates to control house prices in the South East.  They failed to stop the housing bubble but they did succeed in clobbering the competitiveness of industry in the North.  Is the interest rate set by the Bank of England any better for the whole of the UK than the interest rate set by the European Central Bank for the Eurozone?  The answer must be No.
Interest rate independence is an overrated advantage.  The Bank of England could no more control the housing bubble than it was able to keep inflation down when that was the result of oil prices in the Middle East.  Now we are about to see how limited the Bank’s influence will be with very low interest rates designed to give a boost to the economy.
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 going …
Until very recently, interest rates set by the Bank of England have been higher than those set by the ECB.  This has helped support the value of sterling and attracted foreign investment to the stock exchange and government debt.  But this policy has also made investment in industry more expensive in the UK than in the Eurozone. 
We are now bottom of the EU league even with our much vaunted independence in setting interest rates.  To encourage growth out of the recession, the Bank of England has now lowered interest rates below the level of Euroland.  Unsurprisingly, sterling has slumped further – devaluation in all but name.  Hot money has fled, feeding the fall, as investors from abroad have seen their funds depreciate.  Raw materials and other imported goods will rise further in price and counteract some of the benefit to exports, assuming export industries can finance expansion in this credit climate.  Our independence in setting interest rates certainly complicates things for business.
By rejecting the euro we have entrenched a fundamental mismatch in our trade policy towards Europe.  Trading in a common market without accepting the common currency is to hobble those trying to take advantage of the opportunities.  Our importers and exporters and their suppliers and customers on the continent have to cope with a fluctuating exchange rate and fluctuating interest rates.  Will the profit margin seen when a trade is agreed be there when the goods are delivered?  One side will lose out if the exchange rate moves. Uncertainty like that inhibits stable trading relationships and will certainly dissuade many companies from getting involved at all.  There is less risk for a German firm trading with a Spanish or Finnish firm than there is trading with a firm in the UK.  The German firm can take full advantage of the opportunities in a market with a population of over 300 million without the risks inherent in a fluctuating exchange rate.
While the usual objection to the euro is that ‘one size does not fit all’ this was not in fact one of the five tests Gordon Brown concocted back in 1997.  
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 going …
Over the years since then several studies have claimed that the tests have been met.  What now seems certain is that recent events have nullified that position.  Is our economy running reasonably in parallel with the Eurozone? was the first question.  Not now as the credit crunch affects us more.  The second of the Treasury criteria was – is our economy flexible enough to cope with the change?  Arguably it has been hitherto but now we are in for a period of serious constraint.  On the third criteria – Would investment in Britain be enhanced by joining the euro? – we have shot ourselves in the foot with devaluation of the currency.  Would the City benefit? was the fourth criteria, (other industries being ignored)?  No was the answer: the euro is sure to fail.  And what about employment, the fifth criteria?  There’s no doubt in my mind that if we had joined the euro and accepted the disciplines and taken advantage of the opportunities we would be in a far more favourable position today.
We thought we knew best.  The Anglo-Saxon model was superior.  Gordon Brown told our partners in Europe many times.  We let credit rip.  Our banks were allowed to leverage their loan books and households were encouraged to borrow now and pay later.  The Stock Exchange helped build the bubble economy.  Some people grew very rich.  Now the music has stopped and there is a lot of unwinding to be done.  We followed America in our economic policy as we did with our foreign policy.  We should have been more ready to listen to our neighbours.
Let us face it: defending the Pound Sterling was a political act.  The euro was seen as a threat to our national sovereignty.  A referendum would have been lost.  Arbitrary economic criteria were invented to cover up this last hurrah for England’s glory days.  It has taken another ten years to expose la folie des grandeurs, but we have been covering up the truth in a sea of credit in the meantime.  
If we had been able, in 1997, to pocket our pride and adopt the euro, the City could now be the leading financial centre of the huge Eurozone and industry could have had access to that enormous common market uninhibited by a fluctuating exchange rate. 
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 going …
But the forces of inertia and nostalgia were too strong in the 1990’s and are probably still too strong.  We were not and are not attuned to Europe.  Perhaps the country is beginning to have doubts about our position in the world, and these doubts will grow if the economy takes a dive, but there is no politician or political party out there ready to encourage a fundamental look at our prospects as an independent nation, happier to be the 51st state of America than a leading state in the European Union.  It looks as though we will continue to wallow in mid-Atlantic.
Who are they trying to kid? asks Kevin Hannon
Kevin Hannon of the West Midlands branch takes to task those alarmists who have manufactured the spurious Aunt Sally that the UK will be forced to join the Euro. 
There has recently been much media speculation in the UK about us joining the Eurozone. This will not happen in the near future for seven reasons.  

First, Rupert Murdoch will not allow it. All British politicians are keenly aware that if they seriously espouse pro-European policies they will have the full vituperative mendacity of the Murdoch press - and most other newspapers - turned against them to destroy both them and their policies.

Secondly: the cowardice of the two main political parties in addressing the realities about the EU and the UK’s position in it. Both Labour and Conservative parties must live in fear of the press, as well as of the deep divisions within their own ranks about all matters EU. In the case of the Conservative party its leader has gone so far as to promise a referendum on ratification of the Lisbon Treaty if it gets into government before the ratification process is completed. And it will recommend a No vote, thus giving Rupert Murdoch what he wants but effectively destroying Britain’s relations with the EU. We shall certainly not be joining the Eurozone after such a referendum, either in the near future, or perhaps ever.

Thirdly: the Lib-Dems will almost certainly not form the next government. They are the only major UK political party fully committed to pro-Europeanism and to joining the Eurozone. 

Fourthly: most people in the UK are against the EU and all things European, including joining the Eurozone.
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 … staying!
Dream on!
Decades of systematic anti-European propaganda in most of the British press, coupled with the lazy ignorance of many media commentators more interested in drama than realities, have produced a population largely ignorant, hostile and deceived about the EU. That said, the recent enormous fall in the value of the pound sterling against the Euro may be causing reality to break into the demonised fictive picture of the EU held by most people in the UK. To use WWII comparisons beloved of our tabloids, the recent “Stalingrad of Sterling” has resulted in the pounds in our pockets having about 30% of their relative value annihilated in a few months. That, along with the widespread winter retreat in panicked disorder of the proponents of the ideology that “free-markets are always right and victorious” may puncture belief in the inevitable victory of the chosen people of Adam Smith.  

Fifthly: the deterioration of UK public finances during the next five years at least will mean we couldn’t go into the Eurozone even if we wanted to. In a recent penetrating article in the Financial Times, Martin Wolff explains that the UK total public debt is forecast to rise over the next four years to 57% of GDP by UK calculations, but to 68.6% of GDP using the criteria of the Maastricht Treaty for entry to the Eurozone. The annual budget deficit is forecast to be more than 8% next year and to be at least 3.3% in 2013-14 on the very optimistic Treasury figures.  And very likely the reality will turn out to be worse than these figures which are based on the assumption of a short recession.

Sixthly, other Europeans may not want the UK in the Eurozone.  Gordon Brown’s exhortations to fellow European leaders to adopt his new Keynesianism are meeting considerable resistance in some countries, especially Germany, where they have an old-fashioned belief in economies that can pay their way.  They continue to believe in a fiscal after-life beyond general elections. We blithely assume in this country that if the UK government decides to join the Eurozone we shall be allowed to join.  But would such make sense for those who want to maintain the solidity and stability of the Eurozone? Some in Europe, especially in Germany, have noticed that Brownian economics in the UK makes Hugo Chavez of Venezuela look like a model of fiscal rectitude! Why should the Eurozone want to absorb a large debt-laden consumer-junkie economy of proven fragility and instability and which has a very long record of inability to maintain the value of its currency?  

And finally: the UK will not enter the Eurozone because Gordon Brown will not allow it.  To be in that zone would deprive him and future British politicians of the monetary and fiscal freedoms they feel they need to manipulate and massage for electoral purposes the economy over whose instability and decline they preside. 

Libertas  Latin noun = Freedom fries
A Surrey member who wishes to remain anonymous is concerned about the activities and plans of Libertas, the organisation behind last year’s Irish No vote. Is our correspondent too gloomy?
Libertas plans to field candidates in every constituency across the EU at the European Parliament elections in June. Bearing in mind it has said it is not against ‘Europe’ but the Lisbon Treaty, should we be worried? Perhaps over here they’ll water down the UKIP vote. Can that be bad?
A plan as ambitious as Libertas’s implies that it has access to major financial resources and supporters. According to several media sources, the backers include wealthy Transatlantic bodies and opinion formers, not all necessarily well disposed to the EU, since they see it as an enemy of the ‘free market’.
‘Libertas’ may be an example of an abuse of a word meant to denote a high ideal - words also used by other organisations with EU agendas, e.g. the Freedom Association, the Democracy Movement. Since democracy is only as sound as the information on which voters make their judgments and these two organisations constantly purvey a wealth of myths and misinformation, voters’ capacity to make informed decisions on the EU, and democracy itself, is being undermined. Libertas’s record in the Irish referendum is tainted by its association with unfounded allegations that a Yes vote would end Irish neutrality, overturn its laws on abortion etc. One might therefore question its claim to be a friend of Europe, and assume instead that it is another player committed to undermine and unpick the EU.

Disappointingly, and with a few honourable exceptions, mainstream national politicians fight shy of making positive noises about the EU. The public is therefore conditioned to believing the worst. As there’s no time between now and June to undo the damage, we could see the election of a much higher proportion of MEPs, not just here, but across Europe, who are hostile to the EU – a victory which their supporters will hail as ‘democracy at work’. 
But would the majority of citizens benefit from a more fractious, Eurosceptic Parliament? This could seriously impair the EU’s capacity to pursue - with the focus and vigour needed - its efforts to tackle global warming, impose tighter restrictions on the use of toxic chemicals, improve Europe’s energy security, act as a powerful counterbalance to the major powers - the USA, China, Russia, and so on. The perceived relevance and benefit of the EU would then slide further. It’s a slippery slope.  

For your bookshelf
There is no doubt that The Hugo Young Papers: Thirty Years of British Politics – off the record (ed. Ion Trewin; publisher Allen Lane) must come near the top of the ‘must read’ list of anyone who is interested in what went on behind the scenes in Whitehall and Westminster from about 1970. Hugo Young, who died in 2003, was regarded in his lifetime by most fellow journalists and politicians from all parties as the leading commentator on the then political scene. As the introduction to the book explains, as well as his published pieces, he kept meticulous off the record notes of meetings he had with major political figures. Remarkably, these were not made on the spot – apparently, he never wrote or used a tape recorder during these meetings – but after the event. His powers of recall were formidable, because the people he spoke to, who were all asked for their permission to publish the notes, have confirmed the accuracy of his records.
There are few names missing from the political Premier League of interviewees, Tony Blair’s being a notable exception – possibly, as Chris Patten surmises in his excellent review of the book in the Guardian (6.12.08), because he declined to allow the record of his conversations to be published.
For those interested in European affairs, there is plenty of meat. Here’s a quote from a record of a meeting with John Biffen in 1970, ie before we joined the then EEC: ‘The principle focus in JB’s view, will be the Common Market, whose posing of the nationalist versus the internationalist conflict will continue for years after our actual signing of the Treaty of Rome’!
Future events outside Surrey
Friday, 30th January: from 1400 to 1745 the Federal Trust is holding an event at London Metropolitan University, 31 Jewry St, London, EC3N 2EY. The topic is ‘The European Parliament – the great loser of the Irish referendum’. The Trust is also holding an event in Bath on Tuesday, 24th February, ‘The EU’s role in the world – a British decision between Atlanticism and Europe?’. To learn more or register, please contact ulrike.rub@fedtrust.co.uk or 020 7320 3045.
Friday, 27th February: West Kent branch is holding its annual dinner at the Langley Hotel, 18 London Road, Tonbridge at 7.00 for 7.30pm. The guest speaker will be Richard Ashworth, Conservative MEP for the SE Region. Tickets are £22 each (drinks extra). Contact: Alan Bullion, 01892 549871 or 07840 854328 or alan.bullion@informa.com for more details.
Friday, 13 March: Sussex branch is holding its ‘presidency lunch’ at the Sussex Ox pub, Milton Street, near Berwick Church, Alfriston, easily reached by train to Polegate. Josef Matejka, Political Councillor at the Czech Embassy will talk about the Czech approach. The cost is £22 for EM members for two courses and a glass of wine. Contact Sarah Leigh at sarah.c.leigh@btopenworld.com or Kate Evans on 01825 722554 for further information.
Friday, 20th March the Federal Trust is holding an event in London on @The Budget Review – does the EU need its rebate?’. Details from ulrike.rub@fedtrust.co.uk or 020 7320 3045.
Friday, 27 March: at 5.30pm in the St Bride Institute, St Bride Lane, Fleet Street, London, Europe Direct will organise a ‘hustings’ and reception with the London Press Club on the theme ‘What do the European Elections mean for London?’. Candidates for the Capital from the main parties – Labour, Conservative, Liberal Democrat, Green and UKIP – will be invited to set out their stall and answer questions from an invited audience. The event will be chaired by Steve Oram, chairman of the London Press Club. To register for an invitation, please contact Anna Arki at anna.arki@londonpressclub.co.uk.
Saturday, 28 March: the Federal Union will be holding its AGM and conference. The conference will look at (a) 11.00am – 1pm: the future agenda and role of the European Parliament, (b) 2.30 – 4.00pm: the case for a global parliamentary assembly. Non-members are welcome. The meeting will be at a central London venue. Further details will be announced shortly on www.federalunion.org.uk/news/2009/090328AGM.shtml, or contact info@federalunion.org.uk.

Surrey in Europe is issued every other month: contact a.wasdell@btinternet.com. Surrey branch is part of the UK European Movement, whose membership is open to all who share its aims and values. It is committed to furthering the aims of European unity with the UK playing a full part, and to advocating reforms which would make the EU more effective and democratic, and more committed to exercising its weight and influence to benefit the wider world. For membership information, please contact the Movement on 020 3176 0543; www.euromove.org.uk, e-mail info@euromove.org.uk.
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