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BRITAIN IN EUROPE: CAREFUL WHAT YOU WISH FOR 

Berenberg Macro Flash 

 
For decades, many Britons wanted to be part of a common market in Europe but not of grander designs such as a political 

union. Step by step, that wish is being granted. Britain plays a full role in the EU common market. Despite its imperfections, 

the biggest single market in the world is a cornerstone of British prosperity. But the UK is not taking part in any kind of 

political semi-union in Europe. 

 

Of course, there is a snag: as consenting adults, almost all other EU members are still forging the kind of relationship be-

tween themselves that they need or want. Instead of preventing closer integration on the continent, Britain is just securing 

one opt out after the other for itself (no passport-free travel, no euro, no fiscal compact…). For staying aloof, Britain pays 

the obvious price: its views on all matters not primarily related to the common market no longer carry much weight else-

where in Europe. That includes the search for the titular chief moderator of the overall European venture: over to you, Mr 

Juncker? 

 

THE VERY BIG PICTURE  

100 years after the shots that triggered WWI, France and Germany as well as most of their immediate neighbours are re-

affirming their post-WWII choice for a clean break with a history of fighting each other on their own turf: instead of return-

ing to previous rivalries, they want to forge unbreakable ties between each other even if such close relationships between 

nations have their awkward moments. Parts of the British public may not have fully grasped that this close cooperation on 

the continent has invalidated Britain’s time honoured balance-of-power approach to European politics. Staying largely aloof 

apart from occasionally tilting the balance between competing European powers this way or that no longer works. When the 

hard decisions are taken, France, Germany and Poland now usually side with each other even if they may not all be great 

personal fans of Juncker. 

 

THE RECENT TRENDS 
1. The euro crisis has forced euro members to seek even closer cooperation in a number of fields such as contagion con-

trol and the policing of the club’s fiscal rules. Safeguarding their own money against irrational market panics is an over-
riding concern for the political elites across the Eurozone. Outsiders – be it the IMF or a Britain that does not want to 
join the euro anyway – are not granted a say in the design of these rules.  
 

2. Ironically, one of the core elements of the common market that Britain always wanted, the free movement of labour, 
has given rise to a toxic anti-EU reaction among parts of the electorate in Britain, Denmark, France, Austria and a few 
other countries. 

 
3. The attempt by Britain’s PM Cameron to appease the anti-EU wing of his Conservative Party by occasional conces-

sions has failed. With the rise of UKIP, the issue of Europe continues to haunt the Conservatives at least as much as it 
did under Thatcher and Major, undermining Cameron’s broadly pro-EU stance at home and his ability to shape the de-
bate abroad. 

 
THE VIEW FROM BERLIN 

Seen from Berlin, Britain remains a most welcome voice of liberal reason in all discussions on matters of the common mar-

ket, including deregulation within the EU and trade relations between the EU and the outside world. But in terms of overall 

politics beyond the common market, Britain has diminished its own influence in Europe in three ways: 

• Upon coming to power in 2010, Cameron took the Conservatives out of the centre-right faction in the EU parlia-
ment, teaming up with some slightly weird fringe groups instead. If the Conservatives had stayed in the centre-right, 
they would have had an early say in the selection of who should be the centre-right candidate for EU Commission pres-
ident. But after the centre-right had chosen Juncker and became the biggest faction in the EU parliament, a centre-right 
spurned by the Conservatives is not inclined to go to great lengths to heed the wishes of London. 
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• In the full heat of the euro crisis in December 2011, Cameron vetoed the new fiscal treaty between euro members 
despite a full British opt-out from the rules. He wanted to force other EU leaders to grant British demands unrelated to 
the euro fiscal rules. The result was that the Eurozone had to enshrine the rules in a somewhat awkward treaty outside 
the standard EU texts. In Berlin, this was seen as an obstruction for no legitimate reason at the worst possible moment.  

 

• One of the big policy constants of the German centre-right for the last sixty years has been to prevent any re-
emergence of a populist right in Germany. The political faction to which the UK Conservatives belong in the EU 
parliament has now admitted the latest incarnation of a populist start-up on the German right, the AfD, into their 
midst, although against the wishes of Cameron. The practical importance of the EU parliament is limited. But that Brit-
ish Conservatives are raising the profile of a populist movement on the German right goes directly against a core inter-
est of Chancellor Merkel’s CDU/CSU and against the lessons which virtually the entire German political establishment 
has drawn from history.  

 

MORE OF THE SAME: THE LIKELY WAY FORWARD 

Relations between most of the EU and Britain have evolved according to a clear pattern over recent years. We expect this to 

continue: 

• Euro members will do what they believe they need to do for themselves. 

• Non-euro members of the EU such as Britain will have an automatic opt-out from all new integration steps. Brit-
ain will usually take that opt out, some of the others will not. 

• Britain could be offered a significant role in major matters of the common market such as competition policy or nego-
tiating a trade deal with the US. 

• While Britain will also be modest offered some changes to and/or opt-outs from the current rules of the EU, the EU 
is unlikely to agree fundamental changes to the existing EU treaties as such changes might not be ratified by all the 27 
other EU members. 

 

THE OUTLOOK: BRITAIN IN EUROPE 

We expect Britain to stay in the EU as a full member of the common market but with no say in the governance of the Eu-

rozone and limited say in other political matters not primarily related to the common market. The euro crisis has faded. The 

lack of constant newspaper headlines linking the words “Europe” and “crisis” could gradually tilt sentiment a little further 

against leaving the EU. That process seems to have started. If there is a referendum in 2017 (a big if as the Conservatives 

but not Labour want to call such a referendum), we would expect a pro-EU majority. The UK economic upswing could also 

strengthen the inclination to go for small rather than big changes. That would mean more autonomy but not independence 

for Scotland in the referendum this September and some reforms to rather than a withdrawal from the EU in the next par-

liament. But as political accidents can happen, we need to mind the risks. 
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