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MT AND EUROPE

MT halfhearted

Wanted in not of

Saw commercial benefits, no emotional commitment

Wanted more from EU

Got 66% budget back

Made herself v.unpopular in E, saw her reluctance

1983 GE, lab py longest suicide note on history

unrealistic commitment to leave E community

(gang of 4 left – SDP

1986 SINGLE EUROPEAN ACT

Biggest move to EU intergration since 1956

· Single market by end 1992

· No internal frontiers by 1993

· ( QMV ( unanimity

· (money for cohesion and structure

· (funds for regional and social ( (disparity between rich and poor regions

led to

· burst of euro activity

· went thru uk parliament in 6 days

· based on 4 freedoms
movement of capital, goods, people and services. No borders or customs regulations

MAASTRICT TREATY

Inter governmental congress 1991 on EMU and (union

(signed feb1992

    ratified jan 1993

· (role of EU in new areas – education, public health, comsumer protection
FOREIGN AND SECURITY POLICY

· EMU fixed date 1999
· Agreed European central bank, independent, non political

· New powers for parliament esp. propose legislation

· (QMV to replace unanimity in more policy areas (remove veto (sovereignty?)

Crated 3 pillars

COMMON FOREIGN
JUSTICE +


EUROPEAN

SECURITY POLICY

HOME AFFAIRS

COMMUNITY

(inter governmental)
(intergovt)


citizenship 


policing, immig

EMU


asylum terrorism


(power parl

NB

(commitment to ever close union and subsidiarity

SOCIAL CHAPTER

     Agreed. Gave EU powers to regulate rights and conditions for workers
Minimum wage, benefits, disabled rights

**** JM negotiated a double opt out of EMU and SOCIAL CHAPTER

REFERENDUMS ON MAASTRICT

Denmark – approved in parliament but lost referendum in june 92

 ( 2nd referendum in 93 – won

France narrow yes 50.5%

Ireland – yes 68%

AMSTERDAM TREATY 1998  intergovernmental

TBs first IGC – ended opt out of social chapter

· agreed defence , security, terrorism and asylum policy

· ensured Euro on target

· no national reform

NICE TREATY 2000 intergovernmental

· to prepare for enlargement

· big 3 (fr,gy,uk) won, commission lost
(no loss of veto power on tax and social security

· intergovernmental not federalist

· big 5 lose 2nd commissioner in 2005

· parliament 626 ( 738 MEPs

(AGENDA 2000

· ENLARGEMENT

· (role in foreign affairs

· institutional and constitutional reform

· action to ( Ue

· reform of CAP (still 50 % EU budget)

REFERENDUMS

Irish rejected 54% no, TO 33%

Kicked Ahern government

(benefit (contribution ( unpopular

neutral(disliked common foregn policy

poor yes campaign

COPENHAGEN RULES 1993 (FOR ENLARGEMENT)

· democracy, rule of law, human rights + protections of minorities

· functioning market economy, able to cope with competitive pressures within single market

· able to accept obligations of membership esp. Aquis Communitair (AC) body of European law
· Phare programme to help prepare esp. econ development and strengthening institutions

· Had to be members of NATO

Turkey applied in 1986 – no chance cuz poor human rights, Kurdish conflict etc.
ENLARGEMENT

1957 – 6 
first 

1973 – 9 
GB, Ire, Den

1981 – 10 
Greece

1986 - 12
spain, port

1995 – 15
austria, finland, swed (Norway says no)

2004 – 25
pol, hung, chech, sloven, Slovak, Estonia, latv, lith, cyp, malt

EU doubled in 30 yrs to 12
Doubled again in 10yrs

2004 enlargement:

(population and land 30%

( GDP by 6%

Average GDP per head (16%

Since 2004 ( E. commission report says UK econ boosted by influx of workers from East
( has relieved skills shortages and cut dole queues

British government has predicted 13 000 p.a but have got >300 000 (1/3 from Poland)

Encouraged those working in black econ to legalise their status and pay taxes ( lower wage costs ( lower inflation ( low interest rates.

NB. Migration not higher in countries with open borders than in countries with tough restrictions eg. Work permit requirements

(GB has registration scheme so monitor no. new arrivals and jobs they do)

Workers in UK


Ireland

Sweden
Poland 

163k

161k


3.5k
Lithuania 

37k

Slovakia

29k

Latvia


18k

Czechoslovakia 
16k

Hungary

8k

Estonia

4k

Slovenia

3k

=================

290k, 0.8%workforce 

Countries with restrictions:
Germany 500k

Austria 100k


Italy 76k

Netherlands 39k

France 10k


Denmark 5k

UK and new accession states – a new power block in the EU because:

· English is 2nd language

· Same EU vision  (will want to keep independence within EU because just free of communism)

---------------------------------------

NB. Switzerland – 2001 voted against EU membership by 77% but referendum 2005 voted to join 13 EU countries in Schengen passport free travel zone, including Ireland and Norway ( Switzerland has benefit of cooperation without EU political commitment. 


--------------------------------------

( enthusiasm for enlargement – Bulgaria and Romania can still join but may be postponed ( slow reform.
EU discouraging Ukraine despite its Orange resolution

REASONS:

· Discomfort over EU enlargement a factor in ‘No’ to constitution in France eg  Polish plumbers blamed for ( S o L in France. Dutch fear ( Muslim immigration if Turkey joins.

NB France has amended constitution so that further enlargement (excluding Rom + Bulg) will need a referendum (mandate)

Austria will hold a referendum on Turkey joining.

· France says CEECs undermine French model of big government and high taxes (social model) ( blame CEECs for ‘fiscal dumping’ - using low tax rates to attract investment from w.europe, while taking money from EU to balance budget. (Using EU funding to replace revenue lost from reducing taxes)

· France and Germany don’t want to anger right who want to keep old sphere of influence

· France tolerated past enlargement in return for a commitment to deeper political integration but this has stopped

Next in line will be 5 Balkan countries:

Bosnia, Croatia, Albania, Macedonia, Serbia

By 2012 all labour restrictions will have to be removed so France and Germany will have to allow economic migration.

CAP REFORM
1992 McSharry ( cuts in guaranteed prices and introduced ‘set aside’ (paid to leave land fallow)

CAP consumed 75% EU budget

( late 90s pressure for reform from 2 directions

1) WTO – pressured by US and Cairns Group of agricultural exporting       countries

Complained re. dumping of subsidised agricultural produce by EU in their markets at below cost prices ~ problems for their farmers

2) LDCs complained of EU fortress. Subsidies = anti competition, anti trade ( LDCs couldn’t export to Europe

NB  enlargement in 2004 means current CAP system unaffordable 

( budget frozen at 40bn and to remain at this level until 2013.

NET GAINERS from CAP – France, Spain, Eire, Greece, Portugal


LOSERS 

   - UK, Germany

( French farmers resist reforms eg. Released a flock of sheep on to Champs Elysse

FOOD SCARES esp. BSE ( concerns about intensive farming

( AGENDA 2000 REFORMS

cut guaranteed prices, introduced rural development schemes (farmers funded for non-farming, maintaining green land)

Pressure in 2003 for further reform ( more cuts from 30% - 20% by 2010

Farmers have to meet (standards to receive subsidies e.g. animal welfare, environmental protection, food hygiene, health and safety.
Aim of commission of Franz Fischler is to reconnect farmer with market (to stop over production (surpluses) by reducing subsidies for output

(trend is towards rural development ie leisure and tourism and environmental preservation. 

CFP – COMMON FISHERIES POLICY

Fish is the only product with a shortage in the EU.

Problems of over fishing because EU extended its jurisdiction to 200 miles from EU shore.

Set quotas for fish and controls and regulation (ie mesh size to protect young fish ( future)

1980s Quota hopping – British owners sold boats and licenses to Dutch and Spanish operators with quota rights.

National quotas % were agreed in 1983 because (stock and over fishing

Quota called Total Allowable Catch TAC

CFP reformed in 2002 ( ( 28000 jobs in fishing to preserve stocks,

Limit time trawlers can spend at sea (cut by 60%)

8600 fishing boats, 9% EU fleet to be scrapped

Problem is irresponsible fishing by sophisticated trawlers; states ignore scientific conservational advice to curb fishing

( ( use of satellite tracking of fishing fleets to record boat movements and enforce rules

Cuts hit north > south as majority of fish in British waters

(Spain have largest fleet)

DIVISIONS WITHIN THE EUROPEAN UNION

Various: north/south
industrial/agricultural
rich/poor
new/old

FRANCE AND GERMANY/ REST

( together 140m population, (understanding and cohesion

why?

Want to dominate EU of 25 as they did in EEC ( protect status quo, old powers, joint interests

More an arranged marriage than union of peoples e.g. (teaching of others language in schools, in France only9% learn German and first foreign language. Few ministers can speak to each other so use English!
ECONOMIC AND MONETARY UNION (EMU)
Goal of federalists since 1969, revived by Roy Jenkins (president of commission) in 1977

(Economic and Monetary System (EMS) agreed in 1979 , but not in any treaty until Single European Act (SEA) 1986, pushed by J.Delors

(Maastrict/ Treaty of the European Union (TEU) 1992, set timetable and criteria

1995 – term ‘euro’ coined.
By 1998, 11 were ready, had met convergence criteria. European Central Bank (ECJ) set up.

UK secured opt out at Maastrict, Den and Swed also decided against entering. Greece wanted to but not ready until 2001 (12th member

Jan 1999 EMU came into being as floating currency. Trading in € began, weak compared to £ and $.

(ECB props it up

Jan 2001 notes and coins became legal tender

1st Jan 2002, old currencies withdrawn

CONVERGENCE CRITERIA

· Government debt <60% GDP

· Deficit <3% GDP

· Inflation targets – no more than 1.5% variation from 3 best states

· Interest rates – not >2% above best 3

· Stable currency in ERM for two years

NB many countries fudged the criteria to qualify (esp. Italy) 

Many had to make big cuts in public spending (unpopular, demonstrations etc. 

Britain wait and see ‘prepare and decide’ policy. 

IMPACT OF €

Launched 1.1.99  at value $1.17

( (against $

Now $ has fallen (recession, stock market downturn, scandal, less attractive to investors)

Since € launched, (trade from Britain into eurozone, but (importing from Europe

(not led to inflation

Value (by 2002, now stable, accepted currency

Main effect of € is on Germany because IRs set by ECB not suited. Should (IRs to attract trade but can’t (suffered under €

STABILITY AND GROWTH PACT

(http://www.guardian.co.uk/theissues/article/0,,1094664,00.html) 

Nov 2003
What is the stability and growth pact?
Adopted by the eurozone in 1997, the pact was set up to enforce budgetary discipline among the 12 countries now using the euro, with Germany the moving force behind the arrangement. 

Why Germany?
When the eurozone was created, control of interest rates passed to the European Central Bank (ECB), whose job was to control inflation. Fiscal policy - taxes and spending - remained with national governments. Germany - with its traditional fear of inflation - wanted to make sure that no one (it had Italy and Greece in mind) would evade the ECB's anti-inflation policy by cutting taxes and spending as if there was no tomorrow.

So what went wrong?
Germany - yes, the main instigator of the pact - and France have been stuck in recession or stagnation for the past three years. For the third year in a row, they have breached one of the keystones of the pact - keeping budget deficits below 3% of gross domestic product, the total value of goods and services the economy produces. With their economies stagnant, tax receipts are down, while public spending in terms of unemployment benefits have gone up. 

Are Germany and France being punished?
No. Theoretically, Germany and France faced big fines on the recommendation of the European commission. But imposing financial penalties when they're already mired in economic problems made little sense. So the commission this week recommended that Germany and France bring their deficits under control by next year. 

Were those recommendations accepted? 
The EU's council of finance ministers - which includes Gordon Brown, the UK chancellor - brushed aside the commission's recommendation and gave the eurozone's two largest economies an extra year's grace. France and Germany therefore will be allowed to break the 3% rule again in 2004. 

Is the pact is dead? 
It certainly is in intensive care and will probably have to be changed. Germany wants to draw up additional EU fiscal rules that will lead to a "better interpretation" of the pact, allowing more account to be taken of the economic situation, the impact of ageing on social security systems and the role played by public investment in modernising the economy. Mr Brown has consistently criticised the pact for its rigidity. In Mr Brown's economic framework, countries should be allowed to run deficits in bad times provided they accumulate surpluses in good times. 

What has been the political fallout? 
The rift between the big and small countries has deepened. In the case of Portugal and Ireland, the pact was applied more strictly and smaller countries, such as Austria, have made greater efforts to abide by it. So these smaller countries resent what they see as a case of double standards. 

Does the pact's problems have wider ramifications? 
The rift could threaten other common policies and EU projects, including the planned EU constitution, where the balance of power between big and small states is already a contentious issue. The rumpus over the pact also reinforces the hand of eurosceptics who will argue that Britain is better off by staying out of the single currency. 

What are the financial repercussions? 
Analysts say the damage inflicted on the pact could jeopardise economic growth. Because France and Germany have driven a coach and horses through the arrangement, discipline will have to come from elsewhere: the ECB. 

What could the ECB do? 
The ECB has made it clear that it will need to follow a tighter monetary policy. This does not necessarily mean higher interest rates to punish France and Germany, but it may allow the euro to rise against the dollar. That would make it harder for Germany to export - a key source of growth. Without higher export revenues, Berlin will have to trim public spending to keep the budget deficit under control. Tighter money in the eurozone will affect everyone and as Deutsche bank said in a briefing note, the smaller states fear that Germany and France are shifting their budget problems onto them via higher interest rates. 

So was the pact a silly idea to start with? 
The basic premise made sense. It would have been impossible to launch the euro without a framework to promote financial discipline in a currency union not complemented by political union. But the framers of the pact left the ups and downs of the economic cycle out of the reckoning. They would have avoided the current bust-up if they had not insisted on countries keeping to the 3% rule every year. In contrast, Mr Brown measures borrowing over the economic cycle (which could last as long as 10 years).

EUROPEAN FOREIGN AND SECURITY POLICY
NB in embryonic state because EU members reluctant to lose national control of FP, still rely on NATO.

· Since SEA, (desire for cooperation without US, esp. since end of communism in E.Europe (break up of USSR and reunification of Germany)

· Common FSP under Maastrict ‘91

· The Balkan conflict following break up of Yugoslavia ( tested will and failed, NATO acted.

10/15 members involved in 1995, 4 had no means

(1996 Amsterdam treaty set up CFSP High Representative to plan policy and action. First High Rep. Javier Solano of Spain.

(1999 Helsinki IGC ( rapid reaction corps to be established, 

· multinational force of 50k – 60k troops, to act in humanitarian and peace keeping operations (when US unwilling/uninterested)

· able to be deployed in 60 days

· name change = European Sec and Def Pol not common

· Intergovernmental, not EU army more a mechanism for troops to be called up.

BUT to work ESDP needs :

· Capacity for autonomous action

· Backed by credible military forces

· Means to decide to deploy them

· Readiness to use them

· In response to crisis without NATO

( feb 04 UK, France and Germany..

· committed 1580 troops to be deployed for peace keeping etc

· ready in 15 days

· capable of air, land and sea missions

..by 2007

( ‘Battle Groups’ to send to trouble spots and crises

13 pledges, on standby @ 10 days notice

By 2007 – every member to contribute to Battle Group

Under council control, needs unanimity (intergovernmental)
COMMITTEE OF THE REGIONS (COR)
· Help weaker members through cohesion/structural funds

· Subsidiarity, given out at regional level

· England divided into 8 regions, 8 regional development agencies. Now also form Euro constituencies for electing MEPs

· Aim ( redistribute wealth, rejuvenate with regional aid

OBJECTIVE 1 STATUS ( GDP <25% EU average

In UK = w.wales, s.yorks, cornwall, Merseyside, NI, highlands and islands in scot.

Government must match funds

NB UK net loser in CAP, net gainer in regional aid

(in EU 15) Of 50m living in run down industrial areas, 20m in UK = 40%!!!

In UK only SE and E.Anglia had SOL>EU average!

OBJECTIVE 2 STATUS
( for deindustrialised areas eg North East, Yorks and Hum, W.midlands.

- in 2003, 34% budget spent on structural and cohesion funding.

POST 2004 - 

· new accession states all qualify for OBJ 1, their GDP is around 1/3 EU average.

· 2/3 EU population now live in regions where GDP< ½ EU 25 AV.
· In EU25, in England only Cornwall gets structural funds

· In 6 years to 2006, GB has received £10bn but will lose £3bn in next funding period 2006 -2013

· British regions will lose 50% objective 1 funding and 30% objective 2 funding.

· EU funds preferred to treasury funds because EU fixed for 6years.

THE EU CONSITUTION
UK tabloids – ‘a blueprint for tyranny’

Convention held in public but instead of public debate, simply debate in public!

Gisela Stuart, Labour MP and British representative at the Convention for the Constitution

( ‘‘a self selected European political elite, engaged in a politically motivated attempt to transfer power to Brussels irrevocably’’

Constitution signed 29.10.2004 in Rome ~ to create power block vs. USA

TB emphasis was on:

· ‘red lines’ that would not be breached

· ‘emergency brakes’ that have been applied

· ‘opt outs’ that have been retained

TB delayed referendum till March 2006, hoping someone else would reject it first. Belief generally that referendum would ( ( right, closet Euro sceptics given a voice, many would see referendum rejection as first step to leaving Europe. TB not willing to take chance.
TB strategy of ‘positive engagement in the EU’

EU is ‘our destiny’ – wants an end to decades of ambivalence in our relationship with Europe.

EU brought down MT and JM, TB determined not to be a third.

TB more involved in Europe than any other PM since Heath.

TB: led drive for economic reform


‘’
tripartide talks with France and Germany


‘’
CFSP, defence cohesion

BUT failed because indefinite deference of € entry. UK can’t play major role without partaking in €

WHY DID HOLLAND SAY NO?

· too bureaucratic, 

· feel getting unfair deal contribute more per capita than anyone else

· feel they are excluded from central decision making (Paris etc)

· tried hard to stick to Growth and Stability pact, France and Germany broke rules with impunity 

· problems with Muslims ( opposed to Turkey joining

BRITAINS EU REBATE
· worth €3bn (£2bn) a year


· agreed by MT in 1984 after 5 years of negotiation
’we want our money back!’ and defended by every PM since


· rebate was to compensate UK for paying too much into EU pot, relative to what it gets from CAP


· GB’s per capita contribution is 3x france, despite similar prosperity. GB pays 15% total


· Rebate means we pay €5bn to EU not €8bn

· 1999 TB defended rebate ‘non negotiable’
· other net contributors: Neth, Aus, Swed

· 10 new members resent paying in to fund UK rebate

NB in 1981 GBs income was 91% EU AV

2004 111 %

GB now 2nd richest after Luxembourg

New EU budget commissioner from Lithuania wants to end rebate and (EU spending by (ing %GDP contributions from 1 ( 1.14%  to (spending on R and D and Education

New EU commissioners wanted budget settled under Luxemburg’s presidency (before stubborn TB took over in June 05)

WHY IS GB SO RELUCTANT TO GIVE UP REBATE?

· France still receiving massive CAP subsidies

· Germany still receiving massive structural funding

2000 LISBON AGENDA

AIM :

· To make EU worlds most competitive and dynamic economy
· Undergo necessary economic transition (like UK under MT)

Commitment to reform:

· ( regulation

· ( regulation

· ( knowledge, skills, enterprise and innovation

Targets (by 2010):

· match US in job creation

· overtake US in productivity

· 20m new jobs

· (Ue to 70% workforce esp.women and old

· ( private sector spending on R+D e.g. internet for schools

· ( environmental standards

· BUT failed to agree on energy liberalisation.

NB growth in €zone only 1%  - i.e. pace of reform too slow

(2010 target may be dropped

Ue is Europe’s Achilles heel.

BRITISH PRESIDENCY 2005

Traumatised by failure of constitution, UK gave up €10bn of rebate over 7yrs (2007-2013)

CAP could not be renegotiated till 2013 because of agreement so in 2002.

There will be a review of finances mid-cycle in 2008/9.

Membership talks agreed with Turkey under TB presidency

SERVICES DIRECTIVE
Also called Bolkestein directive after internal market commissioner.

· Aim to create free market in services by removing legal and admin barriers to running services abroad.


· To encourage cross border competition


· (new jobs = (growth, (quality and choice for consumers


· helped fuel French opposition to the constitution


· fear of ‘race to the bottom’ esp in E.Europe


Not likely to become law until 2009, but will probably be passed smoothly as it completes the common market.

EU MODELS

“There is an EU beauty contest of social economic models, when the real problem is lack of growth’’

SOCIAL EUROPE e.g. Germany, France

· strict employment laws, regulations, collective industrial relations, unionised labour

· (German) progressive tax ( public services

· generous insurance schemes

· high social welfare

Idea ( smooth rough edges of free market

· more cohesive society

· more secure satisfied labour

e.g. in Germany, labour market = collective bargaining, unionism –v.hard to fire people

In France –youth protests about labour liberalisation

35 hour week to (jobs and ( ( growth

!! **BOTH Fr AND Gy NEED STRUCTURAL REFORM**!!

NORDIC / SCANDANAVIAN MODEL – ‘flexicurity’

· social protection hand in hand with market liberalisation

· BUT 3 nordics (swed, den, fin) can afford it

· People prepared to pay v.high taxes for welfare
i.e. Ue benefit 80%wages!
      1 year paternity leave!

SOCIAL MODELS NO LONGER AFFORDABLE IN THE EU. CANT COMPETE WITH ANGLO MODEL OR REST OF WORLD

UK / ANGLO MODEL inc. GB, Ireland, majority of CEECs and USA

· Market led

· Lower tax

· Deregulation

· Flexible labour market

· ((jobs for life, ( security)

· individual responsibility

now ANGLO-SOCIAL MODEL thanks to TB AND GB

· Progressive employment policy i.e. min wage

· (public investment

· improved min standards in workplace

· TU recognition (i.e. conceded retirement at 60 for public sector)

· (use incentives for Ued to find work

CONSEQUENCES OF ‘NO’ TO CONSTITUTION

2005 A watershed, as important as 1985 – J Delors commission President

( SEA, single market by 1992

( 20 years of deepening (more policy) and widening (enlargement)

- unlikely to be any treaty based integration in the foreseeable future because some like France and UK will demand referendum


- end of deepening is likely to kill off widening. France is reluctant to enlarge ( fear spread of Anglo free market system, weak political institutions

NB France accepted (s 85, 91, 97, 2000 and 2004 in exchange for further political union.
- France has changed it constitution to force a referendum to approve future enlargements after Romania and Bulgaria (i.e. to stop turkey)

Austria will hold a referendum on Turkey joining

- Austria, France, Germany, Netherlands and Cyprus want Turkey to be offered privileged partnership not full membership


- Bosnia, Serbia, Albania and Macedonia not popular in EU, but need the carrot of membership to persuade them to reform politically and economically


- Little chance now for Ukraine, Moldova, Belarus and Georgia

- feeling seems to be enlargement is and elite project imposed on an unwilling electorate

- EU needs enlargement to (trade and (young people to work to plug EUs aging population

- option of ( ‘variable geometry’.

More bilateral, different areas for different members i.e. some not in €. EU’s (s allow ‘enhanced cooperation’ members can integrate in areas that they agree on

N.B. new leaders coming soon UK, France, Italy? Already in Germany so v.difficult to predict future of EU.
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