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  Foreword


  Britain has always been a stranger in Europe. The question now is whether estrangement will lead to divorce.


  By undertaking to put EU membership to a referendum by the end of 2017, David Cameron has opened the possibility that Britain may quit an organisation that has been vital to its political and economic life for four decades. Opinion polls suggest that if a vote were held today a majority would vote for exit, even though the prime minister has said he would campaign for continued membership – on renegotiated terms – with all his “heart and soul”.


  When Britain first held a referendum in 1975 on whether to remain in the then European Economic Community, 67 per cent voted in favour. It seemed as though the agonising question of Britain’s role in Europe had been permanently resolved.


  In an article we republish in this ebook, the late David Watt, the FT’s political editor at the time, argued that the 1975 vote – the most overwhelming expression of popular will in British electoral history – had “banished the issue from the centre of British politics”. As Watt reported, the result elicited an enthusiastic response from Britain’s European partners, the US administration, the City of London, and British industry.


  What has gone wrong in the four decades since Britain joined the European Union?


  In Britain and the EU: In or Out? describes the history of Britain’s tortuous relationship with Europe and what is now at stake for the country’s democracy and economy. Can the promise of a referendum neutralise a resurgent UK Independence party (Ukip) after it beat Cameron's Conservatives to second place in a by-election in March 2013? Is it possible for the British government to renegotiate powers? Or in so doing does it risk riddling the EU ship with so many holes that the vessel sinks?


  An extract from a prescient speech made in 2004 by Philip Stephens, our chief political commentator, explains the difficulties British politicians and officials have had in feeling part of the European project. “We were never much good with foreigners,” one Treasury official admits.


  British business and the financial sector concentrated in the City of London are deeply divided on the issue of EU membership. Many business leaders believe it would be suicidal for Britain to exit the EU, which accounts for almost half of British exports. But others argue an exit might have an invigorating effect on Britain, forcing the country to engage more with the faster-growing economies in Asia, Africa, and south America. In this optimistic view, the City could revert to its nineteenth century role as financier to the world.


  The outcome of the British debate will be important in framing the future for the other 26 members of the EU, as George Parker, the FT’s political editor, and Alex Barker, FT correspondent in Brussels, report. The US administration has also made its voice heard, warning that ‘Brexit’ could consign the country to global irrelevance.


  Whatever the uncertainties over the next few years, a ferocious argument will rage about the nature of the EU and Britain’s place in – or outside – it. Whatever your political views, we hope you will find this ebook a useful companion in the debate.


  John Thornhill


  Deputy editor


  Financial Times


  The Politics


  After explaining the historical roots of British ambivalence about membership of the European Union, FT writers look towards a second referendum


  Introduction: European politics on a tightrope


  By Philip Stephens


  This article has been updated since it was first published on January 23 2013


  There is nothing inevitable about Britain’s departure from the EU. Yet history could well record that David Cameron set the nation on this course.


  That was not the prime minister’s purpose when he delivered his much-delayed speech on Britain’s future in Europe. Even as he promised a tough renegotiation of the terms of British membership, followed by an in-out referendum in the next parliament if the Conservatives win the 2015 election, he was making the case for staying in.


  This was politics as tightrope walking – a speech calculated to hold together a fractious and increasingly eurosceptic Tory party, rather than expressing bold statesmanship. It was also the beginning of an argument within Britain and with Europe that, if the Tories are returned to power, will run at least until 2017 – the promised referendum date. It is hard to imagine how such uncertainty will enhance the UK’s influence and prosperity.


  From Downing Street the message was there was nothing else to be done. The Tories began falling out of love with Europe more than 30 years ago when Margaret Thatcher demanded cuts in Britain’s contribution to Brussels. Then came the Iron Lady’s clashes with Jacques Delors, the head of the European Commission, a treaty on monetary union she always opposed and Britain’s humiliating departure from the European exchange rate mechanism. Now the crisis in the eurozone heralds a leap to deeper integration by the single currency club. Mr Cameron’s party would wait no longer for a plebiscite.


  There was much in the speech that was uncontroversial. Who doesn’t want a flexible, open and more accountable Europe that can compete with the best of them in a tough world economy?


  It is obvious too that the closer integration within the eurozone will require a new settlement between the single currency “ins and outs”. When European leaders say Britain cannot expect to “dine à la carte” they are not excluding the possibility of new safeguards for the single market.


  Mr Cameron was surprisingly forceful in making the case for a “yes” vote.


  He acknowledged publicly what Barack Obama has been telling him privately – that retreat from the Union would diminish Britain’s influence in Washington, Beijing, Delhi and beyond.


  Nor, the prime minister acknowledged, could Britain escape the consequences of decisions taken in its home continent. It could leave the EU but it could not leave Europe. All this bore the mark of the Whitehall realists who have long urged the prime minister to view the world as it is, rather than as he might like it to be.


  Mr Cameron’s ardent hope is that his Europe speech will forestall a historic split in his own party comparable to its 19th century ruptures over the Corn Laws and imperial trade preferences in the early 20th. He has set the government’s – or rather the Conservatives’ – course and Tory MPs should now settle down, at least until the general election.


  The initial response from his own side was encouraging. Hardline Tory eurosceptics welcomed the announcement that the electorate would be given the final say in a referendum. They were reassured by the commitment to a bilateral renegotiation, should the opportunity not arise during a general reshaping of the EU treaties.


  But it remains to be seen whether Mr Cameron has put the matter to rest in the longer term. The political reality is that for too many Tories, Europe has become an obsession.


  While Mr Cameron is predisposed to stay in, others in his party are looking for a wholesale repatriation of powers.


  There are some cruel paradoxes here. In the minds of many Conservatives, the Union has been a Brussels plot to do the nation down. Britain is cast as a hapless victim of continental federalists. The reality is that, the single currency apart, it is Britain that has done the most to shape Europe in recent decades. Mrs Thatcher was the champion of the single market; John Major led the charge for the Union’s enlargement to include the post-Communist democracies.


  As for public opinion, it is both for and against the Union. Voters deeply resent the intrusions of Brussels but even as their hearts call from disentanglement, their heads recognise the interdependence vital to the nation’s prosperity.


  The argument among Conservatives, though, tends to elevate emotion over analysis. The sceptic hardliners want an end to four decades of entanglement with European neighbours. When they say they want nothing more than a free trade area, logic replies the only real way to achieve this would be by leaving the Union.


  For now, Mr Cameron has resisted offering a shopping list of demands to be put to his European partners.
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