Britain and Europe:


The Guardian 





The European Parliament’s annual state of the union debate in Strasbourg was modelled deliberately on the report that the United States president delivers every January to Congress.


Looming over this parliamentary debate, at least for the British, was the perennial question of whether they would once again miss the European bus. The single currency project is going ahead, and will start on time on January 1, 1999, with at least 10 and probably 11 states participating in the first wave. Britain will almost certainly not join then, but may do in the next Parliament if various economic criteria are met.


This restatement of Britain’s old pragmatic tradition came after an extraordinary three weeks of leaks and counter leaks from Labour government which is unable to make up its mind, and which is starting to squander the feelings of relief and goodwill with which Britain’s European partners greeted its victory in the May election.


”Monetary union is not a sticky proposal as some in Britain have suggested. It is a strong one,”  Santer later told a press conference. ”It is our view that a country that stays out of (the Euro) cannot take full advantage of the opportunities offered by the single market. Over 60 per cent of Britain’s trade is with Europe, and your exporters tell me that they now face problems because the pound is high. They would not face such problems inside the monetary union.” 


The current European Council president, Luxembourg’s prime minister Jean-Claude Junker, then told the Guardian that ”a country that stays outside the Euro will have a grater risk of currency instability, and that will be a disadvantage. But that is a choice for Britain to make.”


Junker’s successor when his six month term as Council president ends in January will be Tony Blair, creating the old situation where Britain will preside over the key decisions of a currency it is not committed to join, or at least not yet. The arguments for and against joining the Euro are complex. There is no doubt that Britain would qualify, on the current healthy state of its economy. But Britain’s interest rates and the pound are uncomfortably high, because it is at the peak of the economic cycle while the French and Germans are just clambering out of the trough.





More generally, once inside the European monetary union Britain’s freedom of manoeuvre over national economic policy would be much diminished, though given the usually wretched performance of the Treasury’s economic policy-makers over the recent decades, that might come as relief. 


The real question is whether Britain could continue to offer a more open, entrepreneurial economy with lower taxes than continental Europe once their partners start imposing interest and tax rates to finance a social model that even a Labour government in Britain does not want fully to adopt. The likelihood is that Britain will ,as usual, belatedly and grumpily bumble its way aboard a European bus on which all the best seats are taken, and whose route has already been charted by the others.
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