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“A Legal Assessment of the UK’s Relationship with the EU”. A round-table on 

the recent report by TheCityUK, with Simon Gleeson (Clifford Chance), 

Andrew Lilico (Europe Economics), Moorad Choudhry (Brunel University) 

and Ruth Lea (Arbuthnot Banking Group). 

 

Held on Tuesday, September 16, 2014, from 12:30-2:15pm. 

At Wax Chandlers Hall, 6 Gresham Street, London, EC2V 7AD. 

 

A heated discussion, as one might expect when discussing the UK’s, and the City’s, 

relationship with the European Union. 

Brexit is, for the most part, a debate about unknowns. Among these, uncertainty 

regarding the future direction of EU integration was the cause of much debate. There 

was a great deal of concern expressed about the possibility that deeper fiscal, monetary 

and political integration, driven partly but not solely by the Eurozone crisis, would make 

the UK’s existing position in the EU untenable. That would leave the UK with a choice 

between full commitment and exit; neither the status quo, nor an interim ‘two-speed’ EU, 

would prove sustainable. Given that there is little appetite – among the public, in 

Westminster, or in the City – for ‘ever closer union’, then much better to leave now and 

get a head start on adapting to life outside the EU. 

The response: this is fatalistic, and ignores the heterogeneous nature of the EU. The 

treaties enable the UK to wield influence and protect its fundamental interests in the EU 

in a way that simply would not be possible were the UK to leave. National interests often 

trump the demands of integrationists – just look at France’s recent announcement that it 

would not be meeting EU fiscal deficit targets. And where is the evidence that Eurozone 

member states will start acting, and voting, as a single bloc? So far, Eurozone 

membership has not been an indicator of Council votes. This does not necessarily mean 

that integration – to a point that is untenable for the UK – will not happen; but, as of now, 

the grounds for these fears are insufficient to justify immediate exit. Better for the UK to 

focus its energies on reforming the EU and protecting its interests from within, at least 

until much stronger evidence emerges that its fellow members states are demanding an 

unbearable sacrifice of sovereignty. 

Turning from the future to the present, it was interesting to note that few in the room 

(perhaps with one or two exceptions) were making the case that the UK’s current 

relationship with the EU demands an immediate exit. At least not from the City’s 

perspective – it was noted that immigration and the transfer of welfare entitlements are 

two areas where there seems to be a genuine clash between British public opinion and a 
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fundamental EU principle (‘freedom of movement’). By one estimate, 38 of the 40 pieces 

of financial services regulation enacted under the last Commission would have been 

introduced in a similar form by the UK even as a non-member. Regulatory agendas, it 

should be remembered, are shaped not only by the EU but also global forums (such as 

the Financial Stability Board, Basel Committee and G20). Of course, there are items of 

EU regulation opposed by the City – for example, the bankers’ bonus cap – but 

opposition to these measures falls well short of a demand for withdrawal. 

So what are the positives for leaving the EU? A number of comments expressed 

optimism that the UK economy – and the City specifically – would perform well outside of 

the EU. In 2012, two thirds of the UK’s surplus in financial and insurance services came 

from trade with countries outside of the EU. Trade data shows no insider advantage to 

EU membership: non-EU countries in Europe have been able to grow their exports to 

the EU at a faster rate than the UK, and EU member states account for no more of the 

UK’s overall trade with all leading economies than they did when Britain joined the ECC 

in 1973. The EU may be the largest single market in the world, but its growth prospects 

are poor. The UK should focus on the real global growth areas, which lie beyond the 

EU’s borders. 

Despite the poor growth prospects, the EU remains the UK’s single largest export 

destination (including for financial services). Even if the UK were to succeed in building 

stronger trade relationships elsewhere, it would still retain substantial economic ties to 

the EU member states – only now without influence over the product standards 

demanded by the EU. Upon exit, the UK would cease to be party to all trade agreements 

negotiated under EU competence. It would take years, perhaps decades, before the UK 

could replace these with bilateral trade agreements. Many of the high growth economies 

are protected by trade barriers, and it is not clear how much incentive they would have to 

negotiate liberal trading arrangements that were more favourable to the UK than to the 

EU. One speculative argument offered in response was that the UK’s relative small size 

compared with the EU could be an asset: geopolitical relevance can complicate, slow or 

even destroy trade negotiations, and since the UK is less relevant geopolitically than the 

EU, it could be more nimble in securing beneficial agreements. Finally, an important 

point was raised that Whitehall had simply lost the expertise to negotiate complex trade 

agreements, having handed most of this work over to the Commission. 

None of these arguments is new, and it remains to be seen whether many people are 

susceptible to having their views changed on this issues. Nonetheless, this is a debate 

that will only intensify over the coming months and years. 


