ANNUAL DEVELOPMENT REPORT OF EUROPE：2001-2002

Précis
Europe is at a turn point and a crucial moment of reform. It has not only left the old century and entered into a new one, but also finished the post Cold War period and created a new era. In the first year of the 21-century, the central and left wing parties of west Europe came to power in most of the governments. In order to realize the commitments made during the election campaigns, these parties undertook political, economic and social reforms in spite of various kinds of resistance. In east Europe, the new policy adopted by the Putin government promoted the recovery of economy and the stabilization of society. The European Council held a summit by the end of 2000 in Nice. The Nice Treaty opened new prospects for European integration. On the other hand, contentions on future institutional models of European integration raised increasing concerns. In the mean time, Europe is faced with the distribution of Euro in the form of cash and the eastward enlargement of the EU. Corresponding reforms had been adopted by the EU in order to adjust to the developments. The success of the reforms will impose significant impact on the future of European integration.
The “9·11 terrorism attack” mirrored the characteristics of the foreign policies adopted by European countries. Immediately after the attack, European countries expressed their sympathy to the USA and condemnation of the attack, and participated in the international strike against terrorism. Europe’s position in the international community had as a result increased. The adjustment that Europe had made in its internal and external relations after the “9·11 terrorism attack” proved that Europe had finished its transformation period after the Cold War. The foreign policies adopted by some big European countries deserved particular attentions.
I

During 2000-2001, central and left parties – mainly in the form of social democratic parties – continued to dominate the political arena of west Europe. It was a matter of fact that the power of central and left wing parties was weakened than before. However, compared with central and right wing parties, the central and left wing parties maintained advantageous positions and acquired higher credibility for future development. Currently, the alliance of European socialist parties has partly realized its political aim, i.e. to be reelected as ruling parties. As a result, the political experience acquired by the central and left wing parties increased substantially.

It should be noted that, the cooperation and coordination among European central and left wing parties were strengthened with the deepening of European integration. On the other hand, the coalition of central and left wing parties within individual European countries was consolidated. These facts constituted the important elements for the success of European central and left wing parties.

However, the fundamental reason for the success of European central and left wing parties should be attributed to the reform initiated and implemented by the parties. These parties established their images as reformers and increased their public political expectation by promoting the reforms. The fact that central and left wing parties played a leading role in political affairs produced “social democratic politics” and created a “social democratic era” and a time for reform in west Europe.

Various forms of reforms were undertaken in European countries. In UK, the labor government abandoned the hundreds of years long Hereditary Membership System of the House of Lords. In Germany, the red-green alliance government was regarded as the government that had implemented the most important reform since the World War II. The French government adopted the reform of political institutions, in particular the reform of election system. Reforms were carried out in many other European countries. It can be said that the effectiveness of a party to undertake a reform determined the popularity and credibility of the former. Some European central and left wing parties failed to complete effective reforms (e.g. Portuguese socialist government and Norwegian labor government). As a result, these parties lost in the elections and public referendums.
However, the ruling central and left wing parties experienced difficulties during the implementation of reforms. According to French analysts, economic figures no longer acted as decisive factors to succeed in election. The media no longer attributed economic prosperity to ruling parties as a sole success of the latter. The social and economic reform implemented by left wing parties had deeply impacted traditional political behaviors of parties and might cause new uncertainty to the society. On the other hand, the social basis of left wing parties had transformed and political culture changed. With the social transformation and the diminish of the size of traditional working class, the social targets of left wing parties became less linked with working class. With respect to social values, people highlighted individual development, freedom and welfare but cared less for ethnic groups, nationality and social positions. The transformation of social values would impact the traditional political theories.
Furthermore, policies adopted by parties began to converge. In Germany, different political parties adjusted their policies to the “middle”. In Europe, the competition of political parties focused more on technical terms than on theoretical terms. In order to succeed in elections, political parties stole competitor’s thoughts and were keen to find scandals of the latter. Following the “bribery scandal” in Germany, “Mairie Event” was exposed in France in September 2000. The event had not only involved both left and right wing parties of France, but was also directly linked with the French President Chirac. The event would as a result impact the co-governance of left and right wing parties in France and the general election in 2002.

II

Reform not only took place in several European countries, neither was it implemented in the aspect of politics only. Reform has become an overall trend of Europe. Europe entered into a new era. The success of reform would determine the future of Europe. Since the end of 1970s and particularly in the past 5 years, both reforms at the level of Europe and European integration had proceeded rapidly.

European reforms were mainly undertaken in two aspects: systematical and institutional reforms and economic structural reforms. The institutional reform involved firstly, the institutional reform of the European Union (EU); secondly, vis-à-vis the laws and policies adopted by EU, the broad and deep adjustments the member states of the EU had to make in order to transform EU law into national law. In the mean time, member states of EU had to speed up their domestic reform in order to invigorate European economy.
The Nice Summit held by European Council concluded in December 2001 aroused general attention. The Summit was intended to initiate EU institutional reform in order to prepare for future eastward enlargement. However, the institutions of the EU based on that of the European Economic Community (EEC) experienced series of problems with the deepening of European integration. It constituted another reason for the summit. The Nice Summit produced relatively realistic arrangements for the planned institutional reform. Although the Nice Treaty was far from satisfactory to European federalists, the Treaty provided far-reaching meanings for European eastward enlargement and future European institutional development.
The economic structural reform of Europe was undertaken in three aspects: development of “neo-economy”, reorganization of enterprises (including support to small and medium sized enterprises) and promotion of diversity of economics.

Although the neo-economy of the EU was less developed than that of USA, EU and its member states had striven to develop EU into a vigorous regional organization of high competitiveness, in order to realize EU’s target of growth and stability and full employment. The reorganization of enterprises in Europe involved firstly merging of large enterprises, secondly internal adjustment of enterprises focusing on adoption of new strategies, and thirdly promotion of small and medium sized enterprises. The diversity of economic development was one important component of the reform. For example, Luxembourg overcame the decline of its iron and steel industry and developed itself into one of the world financial centers. The economy of Luxembourg was boosted by the highly developed financial service business.

The systematical reform was one highlight of European reforms. It mainly involved the readjustment of relationships in the following four aspects – State and market relationship, government and enterprise relationship, State and citizen relationship, and employer and employee relationship – and the emerging of “shareholder culture”.

With respect to State and market relationship, European countries applied the principles of “more market, less State”, “reform State and reform market”, and “liberalization” including restriction of monopoly, opening of market, deregulation and encouraging competition, privatization and readjustment of the role of State. With respect to government and enterprise relationship, European countries relaxed requirements of establishment and operation of enterprises, reduced subsidies to State enterprises and cut taxes. The reduction of taxes had been undertaken in recent years in Europe and in particular in the Euro Zone. With respect to State and citizen relationship, the main problem remained at the issue of welfare State. The social welfare system of European countries was based on humanity and ideas of social justice and peace. However in practice the expenditure of social welfare system imposed unbearable burden to most European countries. The reform was inevitable. The basic idea of the reform was to maintain the rational of social welfare system, forbidden abuse of funds, reduce items of expenditure, empower community, family and individuals and to provide aids to those who really need help. With respect to employer and employee relationship, it no longer remained as a national issue with the increase of competition on the Common Market and the global markets. The ability of trade union to adjust labor-capital relationship in different properties – with an aim to realize social fairness and mutual aid – was diminished. Trade union was faced with serious crisis. The proportion of power between employer and employee changed, the allocation relationship developed in favor of the capital and opportunities to apply standardized rules were lessened. As a result, new elements as voluntarily, flexibility and diversity appeared in labor-capital relationship.
In recent years, “shareholders culture” emerged in Europe and provided much implication. Firstly, it impacted European politics that had been influenced by traditional social democratic theories since the end of the World War II. Politicians began to consider more the interests of shareholders instead of satisfying the “pressure groups” including trade unions. Secondly, government reduced its control over enterprises. Managers of enterprises resisted control by governments because of the fact that the former was responsible to shareholders only. Finally, the forms of fund raising by European enterprises began to change gradually.

With the ongoing reforms, Europe was attempting to establish a new form of capitalism, which would differ from the American model of capitalism and from the old European model of capitalism.
In general, Europe adopted more firm and faster steps in its economic reform in 2001. However the progress of the reform was limited. Firstly, the reform at European level was not satisfactory, and in certain aspects it lagged behind the corresponding reforms in member states. Secondly, substantial discrepancy existed in terms of depth and width of economic reforms undertaken by different member states of the EU.

The slump economic development in the year 2001 in Europe might impose negative impacts to the reforms. The economic development of Europe in 2001 contained the following characteristics. Firstly, economic growth slowed down; secondly, the inflation rate increased and decreased; thirdly, employment rate increased limitedly; fourthly, the interest rate was modified frequently; fifthly, financial situation aroused certain concern; sixthly, the index of commercial confidence declined and seventhly, enterprises substantially cut down employees. 

The year of 2001 was the third year after the launching of Euro and was also the last year before the formal distribution of Euro. Europe was busy preparing for the distribution of Euro. The economic reforms and the forthcoming distribution of Euro would confer optimistic impacts on the economy of Europe in the coming year. So far, the confidence of international currency market vis-à-vis Euro has reached the highest level since March 2001.

III

On 11 September 2001 a terrorism attack happened in New York of the USA. The world witnessed the moment when the World Trade Centers of New York turned into ashes within a moment on TV. The attack left the world in a shock and deeply impacted the world politics and economic orders.
The “9·11 attack” brought strong impacts to Europe in the aspects of security, economics and politics. 

With respect to security, the attack deeply shook the concept of “security”. Europeans, who were troubled by the Dioxin, the BSE and the foot & mouth disease, were forced to reconsider the concept of “security”. “Security” not only referred to issues as food safety and environmental pollution, but also involved violent attacks by ethnic groups. Security issues no longer mean a war in neighboring countries, which impose indirect threats. It could happen in the form of direct violent attack as the “9·11 event”. After the “9·11 attack”, European countries immediately expressed sympathy to the USA and condemnation of terrorism, and participated into international anti-terrorism actions. On the other hand, European countries strengthened their strike against terrorism inside Europe by adopting a series of safeguard measures.

With respect to economy, it was more directly impacted by the “9·11 attack”. The aviation and tourism of Europe declined substantially due to the slump of market and decrease of the number of travelers. However, with respect to politics, the “9·11attack” mitigated the contentions between Europe and the USA which started since the Bush administration and promoted the bilateral cooperation in Europe and neighboring areas.

Since the Bush administration came to power in 2001, the EU and USA encountered several clashed due to their conflicts in terms of strategic interests. The increasing application of nationalism principle by US in its refusal to comply with “Kyoto Protocol”, in its economics and trade policies and its foreign policies with respect to North Korea, Russia and Iraq, caused dissatisfaction of and resistance by the EU. In particular, the EU had deep conflicts with US in terms of the US NMD strategy.
It can be derived that, on the one hand, although the US upheld the unilateralist foreign policy after the Cold War, the EU was establishing its own foreign policy. However, the interests of nation states exceeded that of states bloc. On the other hand, the ideological transformation became one important factor that influenced EU-US relationship. European central and left wing parties advocated the idea of returning to original values. In the mean time, European parties regarded the Bush Administration as “the most conservative government”. Obviously the distance between the two sides would be broadened. European central and left wing parties, based on social democratic parties, constituted a strong power through the cooperation in the past 10 years. As a result, these parties wished to contribute to the rebalance of power in the international political order.
However, common strategic interests existed between the EU and the US. The “9·11 attack” once again convinced the US that Europe continued to be its most reliable alliance in the process of realizing the global strategic objectives of the former. Vis-à-vis the strike against terrorism, the US understood the importance and necessity to have the support form Europe, and in particular from Russia. As a result, the EU-US relationship and US-Russia relationship improved. The “9·11 attack” provided an opportunity for US and Europe to stand shoulder to shoulder when their fundamental interests were threatened. From the event, it can be derived that Europe had improved its position in international community, that European countries had effectively adjusted their foreign policies and that the transformation period after the Cold War was over.

In recent years, EU-China trade and economic relationship improved steadily. The bilateral trade volume kept growing, the direct investment of the EU in China continued to increase and bilateral cooperation in other areas were developed. The EU has become the biggest supplier of technology, the second investor, the third trade partner and the fourth export market (the second export market in terms of mechanical and electronic products) for China.

The year of 2001 was the last year of the transformation period of Euro. On 1st January 2002, Euro will be distributed in the form of cash. EU was an important trade and investment partner of China. The success of Euro will contribute to reduce the risk and cost of settlement of accounts and promote the EU-China trade. With the development of China’s economic cooperation with member states of the Euro zone, China will have an increasing demand for Euro. In general, the formal distribution of Euro will promote EU-China economic cooperation and trade. However, it might bring certain risks.

EU-China relationship enjoyed a smooth development in the year 2001 compared with that of the previous years. Both EU-China relationship and EU-Asia relationship are experiencing profound structural readjustments. EU and China are two important powers in contemporary international relations. The development of EU-China relationship and the construction of bilateral comprehensive strategic cooperative relationship will impact the future of EU-China relationship and the development of world orders. In the mean time, EU-Asia relationship is a new type of multilateral cooperation. The interaction and integration of EU-Asia relationship aroused wide attention of the international community. It can be said that EU and Asia will enjoy a bright future with high potentiality with respect to future cooperation. 
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