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For virtually all my political life, I have made the argument that for Britain Europe has 
been a great missed opportunity. We should have been in at the start.  We should 
have shaped the developing European project in our own image. Deeper 
engagement in Europe would have enhanced Britain’s prosperity and multiplied our 
influence.  

I have always thought that. I still think it. But I am conscious that in the 
circumstances of today, my position is more contestable. On the surface Britain 
appears prosperous and influential: the connection between that and our 
membership of the European Union is too rarely made. The EU, especially the core 
countries of the Eurozone, appears mired in high unemployment and low growth and 
suffering a profound crisis of leadership and direction following the French and 
Dutch referenda.  

So when I expand on the theme of my lecture tonight – that Europe is a project of 
the future in which Britain should invest its future – I recognise this is now a harder 
sell.  

The old arguments for Europe don’t work as they once did. The founding case for 
Europe, based on an end to war, is like the recent 60th Anniversary of VE day in 
London: deeply moving, but sadly on its last legs.  

But strangely the more modern,  post “Fall of the Berlin Wall” case does not seem to 
resonate more. The miracle of an enlarged Europe at long last united in  peace, 
democracy and freedom is at best taken for granted. Even to those who take full 
advantage of its benefits, Brussels is seen as barely relevant. At worst on the 
Continent, enlargement is a victim of populist distortion as a source of insecurity, 
delocalisation and unfair competition from the Polish plumber.  

Perhaps most seriously of all, the jobs and living standards argument for Europe no 
longer rings as true as it did.  The case pro Europeans have long made for the 
Common Market, Single Market and Single Currency, has to contend with the reality 
of promises of growth and full employment that are now not being delivered upon.  

The renewed economic case for Europe 
Yet, these are not arguments for British disengagement from the European project.  
The fate of our economy and our personal prosperity is inextricably bound up with 
the rest of Europe.  50% of our trade is with the rest of Europe. “Their” market is our 
market. “Their” demand for goods and services is the demand we want for what we 
produce and supply. The reason, therefore, that the European Union  really matters 
to Britain – and why any tendency to schadenfreude at Europe’s difficulties is the 
wrong instinct - is that the Continent’s economic success or failure contributes 
directly to our economic success or failure.  I saw a Treasury statistic the other day 
suggesting that a 1% increase in the Continent’s growth rate lifts the British growth 
rate by 0.25%.  Every fraction of a percentage point counts. 

Some argue that the City of London is in a special position.  Britain’s trade in goods 
may be focused on Europe, but the City’s focus is global.  Of course it is.  But we 
should be wary of making a misleading distinction.  Most leading exporters of goods 
are today global companies.  Europe and the Single Market matter – not because 
they should be the exclusive focus of commercial ambition, but because they offer a 
vast home base for competing successfully in the rest of the world.  Big in Europe, 
big in the world.   
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So the more we contribute to more successful policies in Europe, the more we gain 
ourselves.   

The potential is huge.  The Single Market is not something that happened in the 
past - back in 1992 – and which, with skilful diplomacy, we could seek to hang on to, 
 whatever happens to Britain’s broader relations with the EU.  

But the single market is largely an incomplete venture. The biggest advances are 
yet to come. The next decade offers enormous scope for productivity gains and 
higher growth potential for Britain that would be lost if we are not fully engaged in 
Europe.  

And remember this. It’s impossible to have the Single Market without the 
supranational institutions that make it work: the Commission that is the initiator and 
enforcer of legislation and fair competition; majority voting in the Council that breaks 
deadlock; and a Court of Justice that can hold Member States to account.  When 
anti Europeans in Britain say, “we like a free trade Europe but we don’t want 
Brussels”, they gloriously contradict themselves in a single sentence.  You can’t 
have the Single Market without Brussels – end of story. 

I know that in the City there have been many complaints about the increased 
volume of EU regulation. There is more than an element of truth in this, and not just 
in financial services.  The Barroso Commission is determined to act.  In your area, 
Charlie McCreevy has made clear that his focus will be on effective implementation 
of the regulations we have, not rafts of new legislation. In October the Commission 
will publish proposals to simplify – I hope radically – the legislative ‘acquis’. It will 
require strong leadership to carry this through.  But does anyone think the likelihood 
of this happening would be improved if Britain relegated itself to the sidelines?  
Eurosceptics, please wise up.   

We can’t have the free trade benefits of a single Market without Brussels and we 
can’t deal with the problem of excessive regulation unless we are in Brussels 
fighting there to stop that excess. 

And, may I add as Trade Commissioner, in the middle of an economic revolution in 
Asia - the like of which the world has not seen since the rise of United States as a 
great industrial power at the end of the nineteenth century - this would be a curious 
moment to weaken our common commercial policy. In a rough, tough world Europe 
should be strengthening not diminishing its external economic leverage. 

An economic case for Europe can be remade. The purpose of the Single Market is 
to enhance economic opportunity, not to hold people back with petty-fogging 
regulation. It is to build an integrated home market on the scale of America’s now, 
and China’s and India’s in future, that will give European companies and citizens a 
solid base from which they can develop and thrive in a world of globalisation. 

The major difficulty with making this case is the failure of leadership in Europe, to 
come to terms with the depth of Europe’s economic problems.  

“Core Europe”, particularly the larger countries, is in a deep hole.  Allow me to rattle 
off a few quick statistics. Since the 2001/2 stock market downturn, Euro zone actual 
growth has averaged only 1.2% pa as around 2.5% in the US and UK.  

Estimates of the Euro zone’s growth potential have fallen by close to three quarters 
of a percentage point (from 2.66% to 1.93%) since 2000. This reflects a long term 
trend of declining productivity performance in Europe in terms of GDP per hour 
worked.   
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We cannot afford to live much longer in a world of economic self delusion. No one 
likes being a Cassandra, but the political leadership of Europe – and I include in that 
all of us – has failed in the first duty of politics, to tell the people honestly how it is.   

Declining potential growth explains why the problem of fiscal deficits will not easily 
go away.  Yet deficits limit the scope for a switch of public spending towards 
productive investments in the knowledge economy and to finance long term welfare 
state and pensions reform. 

The Commission’s Challenge 
So what is to be done? This coming autumn the Commission has got to come off the 
defensive.  It has got to go out on the front foot, not simply with a vision, but with a 
clear programme of action to make Europe relevant to its citizens.  It has to step into 
the vacuum that the suspension of the Constitutional Treaty has created.  In other 
words, the Commission – or rather, the college of Commissioners – has to put itself 
into the driving seat, providing more of the leadership that Member States and public 
crave. 

My political judgement may be wrong.  But my sense is that the Commission today 
has a golden opportunity to assert this fresh political leadership.   

The Commission has of course limited powers of its own to act.  And those that it 
has, it must use sparingly to maximum effect.  I am not advocating a bout of 
regulatory hyperactivity on the Commission’s part.  What we need is focus and 
impact. 

Europe’s knowledge economy deficit with the United States is huge. On higher 
education, the EU spends 1.4% of GDP; the United States around 3%. On R&D, the 
EU spends 1.8%of GDP; the United States 2.7%.  

To strengthen Europe’s position in the knowledge economy, we should press ahead 
with the 7th Framework programme for R&D and a radical reform of the state aid 
regime to encourage public – private partnerships between business and 
universities and promote R&D investment and innovation, but discourage propping 
up lame ducks.  

We need bigger European incentives to promote researcher mobility, centres of 
excellence and higher academic rewards within the EU in order to counter the 
transatlantic brain drain and attract the world’s highest talent to Europe. 

To make Europe a more attractive place to invest and work, we should make a 
breakthrough this autumn on better regulation, by the revision of the REACH 
Directive on chemicals and our new proposals due this October to simplify the 
existing “acquis” as well as prune pending legislation.  

We should also take forward the Services Directive. I am convinced we can improve 
the original Bolkestein proposal both in terms of its effectiveness and sensitivity to 
legitimate social concerns.  
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To create more and better jobs, and develop a modern social agenda, the 
Commission has the opportunity to take a lead at the autumn Special Summit that 
Tony Blair has called. We should put our best minds to this task. It is no good simply 
recycling old policies and White Papers. It is not old labour market protectionism we 
need – that benefits insiders at the expense of outsiders, but reform by Member 
States of labour markets and welfare states to promote employment participation  
and offer people new opportunity at every stage of the life cycle. The Commission 
should give a strong lead on the necessary principles for reform. We should re-
prioritise the Structural Funds to help workers to adjust to industrial change and 
promote the knowledge economy. This is how to show effective concern for “losers” 
from globalisation. 

Doha and the road to Hong Kong 
Making globalization work for all is what the Doha trade and development round is 
all about, or should be.  This is my priority as Trade Commissioner.  Multilateralism 
is in the EU’s character.  It is also in the EU’s interests, so as to deliver broad based 
market access with rules in a world characterized by seismic shifts in the global 
division of labour. 

Our goals for the DDA remain ambitious, to reduce the tariff and non-tariff barriers to 
trade for all those countries in a position to do so and to assist with the means for 
those who need a more progressive integration to the global economy. 

We need the Round to increase our economic growth, to create jobs in Europe, to 
build on our comparative advantage, and to help lift developing countries out of 
poverty. We want to liberalise trade and grow markets in which to sell European 
goods and services. Multilateral negotiations offer the biggest prize in achieving this. 

Is an ambitious outcome still achievable? 

The short answer is yes. The informal WTO ministerial meeting in Dalian, China, last 
week, has renewed the commitment to work for such an outcome at the Hong Kong 
ministerial in December, that will set the course for the final phase of negotiations in 
2006.  

So there is momentum of a sort. But not as much as I would like. Up to a point that 
is inevitable in a negotiation between 148 members, with different constraints and 
needs and all with difficult political constituencies to satisfy.  

There must be balance and parallel achievement between the negotiations in 
agriculture, industrial goods and services. I have made it clear to our partners that 
this is a pre condition if I am to sell the result at home. Europe is not going to be the 
sole banker of this Round. I think this message is at last hitting home. 

But completing the Doha Round is not going to be easy. 

To be successful, there have to be clear benefits for all but, in contrast to the 
preceding Uruguay round, the prospective gains from Doha are looking less 
specific.  Previously, developed nations were enthusiastic about extending trade 
rules to intellectual property and services.  For developing countries, phasing out the 
multi-fibre agreement was a prize.  The US was happy about binding dispute 
settlement.  The EU and Japan were delighted at the disappearance of America’s 
hated 301 unilateral trade weapon.  Many nations were happy that agriculture was 
covered for the first time. 
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In reality, the gains have turned out to be more modest.  But at the time they were 
enough for Leon Brittan, Micky Kantor and Peter Sutherland to sow up the round. 

In this round, the G20 group of developing countries is setting the pace.  Much of 
the low hanging fruit has been already picked.  Developed countries do have more 
to give but chiefly where their most politically sensitive trade barriers remain.  There 
is not a homogenous set of developing country interests and demands – China, 
Brazil and India are not the same as Lesotho, Cambodia and St Lucia.  Amongst the 
more economically advanced, each has his own offensive and defensive interests, 
and many still judge they are straining under some of the commitments undertaken 
in the Uruguay round. 

I am struck by the lack of energy shown by American and European business 
communities in the present round, and there is little doubt that the drive for bilateral 
and regional free trade agreements has adversely affected Doha.  In the US, where 
leadership in trade was instrumental in building the open trading system after 1945, 
in the current CAFTA debate, Democrat free traders seem to have taken to the hills.  

What all this means is that the unquestionable and very substantial gift that could be 
made to the global economy by a successful Doha round is going to demand a great 
deal of heavy lifting amongst many, from now to Hong Kong in December. We now 
have to move from stand-off to trade-off. There has to be mutual and balanced 
political pain, for mutual and ambitious economic gain.  As Europeans, we cannot 
“pay” all the time in order to exercise “leadership”.  I have made clear that is not on. 
But we do still have to keep offering leadership. All the main players help the Round 
by helping one another. I am prepared to keep arguing for difficult political decisions, 
as I have done at two recent WTO ministerial meetings but I want to see other key 
WTO members share the burden of this decision-making.  There is no other way if 
we still want the Doha trade talks to deliver on their initial promise for the global 
good. 

Recently, agreeing to advance the negotiations on agricultural market access on the 
basis of a framework proposed by G20 developing countries, the EU has once again 
helped to move the Round forward.  

But other developed countries, including the US, should match the internal reform 
and negotiating efforts we have already made on agricultural subsidies by signaling 
their decision to reform agricultural domestic support and export competition.  Parts 
of the United States are crying out for a new approach to rural development to halt 
rural decline: agricultural reform is the way to finance this.   

Advanced developing countries in the G20 group should signal new commitments 
on industrial tariffs, services and rules. That means real movement, for example, on 
their part to reduce the tariffs they currently apply, not simply the upper limits to 
which they have bound themselves in previous WTO negotiations – though of 
course we recognise the need for flexibilities that reflect their state of development.  

We also have to keep the poorest WTO members on board for the negotiations. 
Many of the least-developed countries, and weak and vulnerable developing 
countries, still fail to see the benefits that the Round could bring, and are more 
driven by fear of losing their preferences and of having to adjust to changing trade 
patterns that seem to benefit China more than them. This needs to be addressed.  
This must be a Doha development round in more than name. 

The next few months will be an enormous test both of our collective negotiating skill 
and political determination. The EU has a key role to play and I intend to make sure 
we live up to our responsibilities.  
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Conclusion 
This lecture has focused on economics, not just because it is to a City audience but 
because I believe economics is the core issue in reviving the European project. 

Europe faces many different challenges – internal security, cross border crime and 
terrorism, as we have seen so grimly with the London bombings.  Further 
enlargement to Turkey and the Balkans;  the development of coherent common 
policies towards Russia, China and India;  an effective response to the problems of 
the Middle East, Africa and climate change. 

But of all the challenges Europe faces, the most fundamental is economic and 
social:  how to push ahead with vital economic reforms and how to win the political 
consent for their acceptance, maintaining the values and scope of our social model 
but modernising its basis and methods of delivery.  This is the key to be restoration 
of Europe’s self-confidence and appeal because until we re-forge the connection in 
peoples’ minds between European integration and personal prosperity, how can we 
expect them to re-commit to the European idea? 

The Commission cannot solve all these problems.  Rightly, Member States play the 
leading role.  But the Commission is there to give a strong lead.  I am confident that 
under José Manuel Barroso, whose tenacity and consistency I admire, the 
Commission will prove itself up to the tasks in the months ahead. 

ENDS 


