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Session One: Positions and Measures for fighting an Economic Crisis   
 
Dr Ulrich Hoppe 

Dr Hoppe argued that the UK approach to financial regulation is more market based while the German 
approach involves more detailed regulation. While both countries have a similar – ‘thrifty’ – approach to 
budget deficits, in the UK there is a tendency to inflate while the Germans do not favour this approach. In the 
UK rebalancing towards manufacturing, while it may be advocated, is not going to happen: the UK economy 
is a pure market economy, Germany is a transaction based economy. 
 
Between Germany and the UK there is some convergence on economic aims but divergence on how to get 
there. The UK is an open society and economy. Germany is an open economy but not an open society. 
Germany’s economy is based on high technology and high skills, particularly at the top end of the economy. 
At the less qualified end of the economy, youth unemployment is worryingly higher in the UK. 
 
Graham Bishop 

Recent Commission forecasts predict reasonable growth and low inflation for the EU, although 
unemployment is high. Public finances in the Euro area as a whole are coming under control, but interest 
rates are still high. Germany’s unit costs for labour are more competitive than in Ireland, Greece or UK, all 
countries that have borrowed money from the rest of the world. The banking system is still a concern. Banks 
are only as good as their guarantor. We now have a pan-European banking system – what do we do with 
bankrupt cross-border banks? 
 
On the possibility of a country’s leaving the Euro, the UK media have not thought the question through 
properly. The changeover would immediately become apparent when being planned. It would be impossible 
for any country to leave the Euro without a massive crisis.   Germany’s leaving would mean a banking 
catastrophe for the rest of Europe. Does anyone present think Germany will leave the Euro?  Any threat of 
‘haircuts’ could cause pension funds not to lend money to countries considered to be a risk. “Haircuts” would 
be a bucket of petrol on a fire. 
 
The answer to the problem is more Europe: a wide ranging power for the central collective of Europe. The 
political system has to step forward and deal with problems properly next time. Germany would lose 3 million 
jobs if it walked away from the Euro. The referendum lock in the UK would make it hard for the UK to 
participate in this greater integration – so the UK will diverge increasingly from the rest of the Union. 
 
Questions 

There was discussion of the need, when considering ‘haircuts’, to consider the social and political aspects; 
and whether the possibility of ‘haircuts’ should have been announced in the middle of a crisis. It was argued 
that the British liberal financial model was undermined by the crisis; and that Germany has its own 
imbalances which will produce a large deflationary bias in the Eurozone. Will more Europe require a treaty 
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change – and how will it be got past Ireland in a referendum? It was argued by some questioners that there 
were dangers for Germany in over-reliance on exports. 
 
 
 

Session 2: Austerity in Defence and Security Budgets      
 
Dr Christian Mölling 

The prospect of reform in this area is affected by three factors in Germany. First, the German army is 
inappropriately equipped, geared largely to deal with a Russian invasion. Second, there is a widespread 
reluctance in public and political opinion to launch a debate about the use of military force outside Germany. 
Third, the financial crisis has provided the stimulus for change, but the discussion has been led by the 
finance minister, not the defence minister. 
 
The Defence Ministry has for its part cancelled conscription; there is a reorganisation of procurement taking 
place, new decisions on equipment are pending, and a new force ceiling of 185,000 has been mooted, 
although it will probably work out to be 190,000 at the end of the process.  Unlike in the UK the ‘what for?’ 
question has been skipped in Germany.  Restructuring creates problems and procurement change is always 
difficult. Technical rather than political factors are at the centre of the debate. 
 
German armed forces have traditionally sought partnership since the Second World War. There is possible 
high value arising from pooled operations with other countries. Possible areas of pooling include airlift, 
satellites and ammunition. While national sovereignty is an underlying concern for Germany as for the UK, 
interoperability of weapons systems for Germany and UK could be helped by joint training.  Any political 
reticence about such cooperation needs to be overcome at the political level.  
 
Prof. Malcolm Chalmers 

According to Professor Chalmers, it is striking that the relative position of the major powers in the defence 
field has not changed much over the years. The post World War II settlement has held. In particular, the 
relative positions of Germany and the UK remain the same. All countries are having to cut their defence 
budgets, but in roughly similar proportions. In the recent round of British cuts, defence spending was less 
targeted than other parts of the UK Budget. The UK is not drawing inward in its priorities for defence 
expenditure. 
 
The British cuts in expenditure will nevertheless make themselves felt in the coming years. The Afghanistan 
presence is ring-fenced and generally the defence budget is over-committed. These two factors will make 
the cuts appear deeper than they really are.  But British defence policy is not simply a reaction to financial 
pressures.   Convergence with France has been developing over recent years.  In a multi-polar world it is 
harder for Europeans to ‘punch’ with any weight outside Europe, hence a need for cooperation with France.  
Cooperation with Europe means dealings between countries of roughly equal size. This “symmetry” 
contrasts strongly with the relationship between the UK and the USA or between Germany and the USA. 
 
Questions 

In reply to questions about the size of the defence budget, both panellists agreed on the objective difficulties 
in controlling the defence procurement budget. The cost of Trident was a different, political issue. Prof. 
Chalmers explained that the Trident decision was being postponed, but that both parties in the Coalition 
would have to put something in their manifestos for the next election. None of the three main British parties 
appears unambiguously in favour of nuclear disarmament. 
 
There was discussion of whether German voters would tolerate increased defence spending; of NATO 
promotion of cross-border cooperation; and of the possibility of Anglo-French intelligence cooperation. The 
question was raised as to whether the UK could take an initiative on ‘no first-use’ for nuclear policy, to which 
it was responded that the overall nuclear posture of a country was more important than a particular 
commitment over first-use. 
 
The implications of a possible Taliban take-over of Afghanistan were discussed, in particular whether British 
or German security would be threatened by such a development.  It was argued from the floor that  
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engagement in armed combat was often not a decision taken by defence ministries but by foreign ministries; 
and that rather than involving ‘defence’ these decisions often involve the self-image of a country. 
 
The prospects of a European army being established were discussed; and it was asked whether defence 
expenditure is an economic boost. The first possibility was not seen as realistic, and a qualified “yes” given 
to the latter question. 
 
 
 

Session Three: Europe: United in Diversity        
 
Prof. William Paterson 

European integration is not uniform and uni-linear: periods of progress and periods of impasse have always 
alternated. Until recently it has looked as if deeper integration had become unlikely and that European 
integration was largely a fair-weather phenomenon. Arguably the EU should at times of crisis expand its role 
to make up for the failure of nation states – but this is easier said than done. The crisis which at one level 
compels cooperation is also a restraint on joint action. Russia in particular has been effective during the 
financial crisis at dealing with the EU using a divide-and-rule approach. 
 
Angela Merkel is currently confronting a ‘bonfire of the certainties’, particularly in dealing with febrile markets. 
Germany is being criticised for providing both too much and too little leadership. Nevertheless, Germany will 
remain in the Eurozone and certain things will follow from that decision. It was entirely predictable that in the 
new millennium there would be a generational change in approach to European integration. The 
Franco/German alliance is important but there has been a loss in its traction because of EU expansion. 
There is also the problem of Euro-fatigue in Germany. A party political consensus had meant that EU issues 
were not salient - but the Eurozone crisis has made Europe more salient in public opinion. 
 
On balance, the Eurozone crisis is likely to lead to greater European integration, in which Germany will take 
a lead. In the UK the Coalition has diluted to some extent the extreme Euroscepticism of Conservative 
backbenchers. Even so, in most areas of European integration, Britain will remain a “disappointment.” 
 
Almut Möller 

There is a lot of thinking in Berlin about whether Germany has fallen out of love with the EU. Germany is still 
adapting to the Lisbon Treaty and an EU of 27+ member states. In addition, there has been a generational 
change. 
 
Why is Germany so pro-regulation? There is a widespread conviction in Germany that legal structures are 
the best way to restrain centrifugal forces. This conviction may constrain Berlin in its approach to future 
treaty changes. The adaptability of the EU is an important value – how can it be retained? For German 
European policy Turkey and the Western Balkans are crucial issues. 
 
For Germany, the EU is more than a ‘network’ as William Hague puts it. Cooperation will not always work in 
an institutionalist fashion, but there may be cooperation in other ways The European Council for instance 
has become very important, a fact highlighted by Mrs. Merkel in a recent speech in Bruges. 
 
HE Georg Boomgarden (German Ambassador) 

German/UK relations are excellent, intense and trusting. The EU is a real great success story – if only for 
making war between member states impossible. The German post-World War II comeback has been 
inextricably linked with the EU project. But there are attitudinal differences in the German and UK 
approaches towards the EU. There is not just a British or a German interest in the EU but a common 
European interest.  
 
There is a lot of shared UK/German ground – free trade, markets, deficit elimination, with the UK taking a 
responsible approach to the EU to strengthen the internal market. The institutions are successful, there in 
our daily lives. There is potential cooperation in many areas: over China, Doha, Balkans, Iran. Germany will 
be a new non-permanent member of the UN Security Council from January. 
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Commenting on the European Union Bill currently before Parliament, the Ambassador said that the EU is a 
voluntary affair, it is the business of the UK how it approaches it. But if the EU Bill is designed to block further 
participation in the EU by the UK, a future government might well consider repealing it. 
 
Questions 

There was discussion of whether the FCO was resisting the development of the European Action Service; 
and the contradictions inherent in a European Union Bill undermining parliamentary sovereignty through its 
requirement for referendums, while at the same time asserting parliamentary sovereignty. 
 
It was argued that nobody in Germany wants to leave the EU; and noted that the European Action Service 
has no consular facilities. 
 
The point was made that the European Council is acting internationally as the government of the European 
Union, as far as external affairs are concerned. 
 
It was held by one questioner that the UK was ‘cheating’ through having access to the single market while 
remaining outside the Euro and devaluing. 
 
 

Session Four: Germany and Britain: Old Partners, new Dynamics? 
 
Maurice Fraser 

Maurice Fraser saw a number of givens in current Anglo-German relations. First, Angela Merkel is irritated 
about the departure of the Conservative Party from the EPP Group in the European Parliament – 
nonetheless she has a strong presumption in favour of cooperation between Germany and the United 
Kingdom. Second, there is a fierce dispute looming about the British budgetary abatement. Third, Angela 
Merkel will want to help Mr. Sarkozy in his bid to be reelected French President in 2012. Fourth, we live in an 
era of geopolitical uncertainty, in Europe and in the wider world. 
 
Against this general background, Maurice Fraser argued that British policy discussions with Germany always 
seemed to be less than the sum of their parts, unlike discussions with France. There has been a lack of 
readiness to think ‘Germany’ in London. Previous attempts to develop better relations were notably 
unsuccessful: such as the ‘Third Way’ and then trilaterialism, which was in any case mishandled. 
 
This recent damage to Anglo-German relations has now been repaired. There is cooperation on a basis of 
free trade and competitiveness agendas. Both countries are net contributors to the EU budget and want to 
re-orientate it. David Cameron cannot get the budget completely overhauled, but will concentrate on keeping 
most of the rebate. The UK will need help in this from Germany, which the latter may be reluctant to provide 
at a time when the French Presidential Elections are in prospect.  
 
Germany and the United Kingdom are agreed on the need to focus on preventing poverty and instability in 
the Western Balkans. Western civilization upholds certain values. The British should not let post-colonial guilt 
stop us from upholding those values alongside Germany, US, France. Use can be made of soft power; but 
there also needs to be strengthened resolve regarding Iran, North Korea and Afghanistan. Germany and the 
UK can work together on an ambitious and bold reworking of Nato. It is also time to revisit the Angela Merkel 
idea of a North Atlantic Free Trade Area (compatible with EU and WTO). There is a need to reset relations 
with Germany and insert Germany more fully into the British mental furniture. 
 
Professor Friedbert Pflüger 

The idea of overcoming borders and the nation state appealed in mainland Europe after the Second World 
War had devastated the continent. The UK had a different experience. Even so, the present British 
government is less eurosceptic than many expected. 
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Tony Blair had seemed a real European at the outset of his premiership (as did John Major) – but not much 
happened while he was Prime Minister. Cameron kept his promise to break with the EPP. But his first official 
trips were to Europe, not to America. Merkel/Cameron relations went well, a pleasant surprise. 
 
There are however differences between the UK and Germany. There may be a need to act soon over 
Turkey. Turkey is upset about the signals it is receiving – there is a suspicion we are playing games. Turkey 
is looking for its own role. Many in the EU are hoping Turkey will say it does not want to join. The Turkish 
economy is booming. Turkey is projecting enormous power in its neighbourhood. 
 
What do we do about China with its energy and raw resources? There is no European policy yet. We need a 
common European energy policy. An alliance between the US, Germany and Russia against China and 
Iranian nuclear power is needed; and a reconstruction of the West. 
 
Questions 

The possibility of increasing the EU’s own resources was raised; and there was discussion of the possibility 
of bringing about a fiscal union. 
 
The proposition was mooted that there has been a fundamental change over time in the European attitudes 
of the Conservative Party, and this change has modified the terms of the European debate in this country. 
Debate in the UK is now about leaving or staying in as a semi-detached member, not about whether fully to 
participate. There are different starting-points on European issues for Germany and the UK. 
 

 


