ANNUAL DEVELOPMENT REPORT OF EUROPE：2002-2003
Precise

In the year 2002-2003, nothing in Europe can be more eye-catching than the eastward enlargement of the European Union (EU). The enlargement attracted the world’s attention by the number of the candidate countries and by the fact that it breaks the east-west border, which existed in the Cold War.  

Another event deserving the equal attention as the enlargement can be the institutional reform of EU, which is in the mean time closely linked with the former. The Laeken Summit of EU and the Laeken Declaration followed afterwards formally launched the constitutionalism construction of EU. In 2002, the first draft of the EU constitution was provided by the EU constitutionalism convention.

The Euro’s successful circulation in cash on 1 January 2002 made the Euro the sign for a new Europe and a new EU. By 1 March 2002, the Belgium Franc, Germany Deutsche Mark, Spain Pesetas, France Franc, Irish Pounds, Italian Lira, Luxembourg Francs, Netherlands Guilders, Austria Schillings, Portugal Escudos, Finland Markkaa, Greece Drachmae were withdrawn from the market. The Euro became the single currency for these 12 member states of EU. The Euro has become the second largest international currency next to the U.S. Dollar, which consequently impacted the world economic life.  

The political life in Europe was under reforms. In many countries, the public politics enhanced their power against the dominant politics. This in turn impacted the old political rhythm, which used to swing from the leftist end to the rightist end of the spectrum. Furthermore, some dominant parties were losing their influence. Factors causing disability increased. Many rightist parties became influential, which caused the turning of political parties to the left become vague.   

In the year following the 9.11 event, the Europe-U.S. relations experienced ups and downs. Russia, taking opportunity of the 9.11 event, achieved substantial progress with respect to its relationship with the U.S and the NATO.  

The year 2002 was the 30th anniversaries for China’s establishment of diplomatic relations with many western European countries. It can be said that the EU-China relations have entered into a stage of maturity and stability. 

 I
Substantial changes took place in the Eastern Europe since the end of the 1980s and the beginning of the 1990s. After a series of political turmoil in many eastern European countries, the Cold War was ended. Europe entered into a process of reorganization. Countries formed into different units participating into the reorganization process. Some units kept enlarging, some units continued to disintegrate and most of the units searched for new directions from the history and the reality. However, the main direction was on the one hand for the units to return to Europe – the Europe based on western European countries, and on the other hand for the EU to enlarge towards the central and eastern Europe. The EU entered into the last stage of enlargement in 2002. After ten years of planning, negotiations and preparations, the EU finally adopted the list for the first group of candidate countries. The first action of enlargement shall be finished by 1 May 2004, which shall impose profound impact on the pattern of Europe.  

The EU is implementing its fifth enlargement viewing from the history of European integration. The European integration achieved a huge success developing from a community of 6 countries to a Union of 15 member states. The EU has become the main power driving the European political and economic life. The termination of Cold War provided a precious historical opportunity for European integration to move eastwardly. Many eastern and central countries showed their wishes to return to Europe and join in the European Community. The European Community (EC)/ EU adopted the decision of eastward enlargement correspondingly. The eastward enlargement therefore will not only rewrite the European pattern, but also provide important strategic implications. Furthermore, the enlargement itself will bring far-reaching political and economic interests to the old and new member states of EU.

From the point of view of EU, the eastward enlargement will help to contain and solve the frequent national conflicts and war crisis in the Central and Eastern Europe after the Cold War. It will firstly help to control the conflicts resulting from national interests and border definitions in the region. Secondly, it can find more effective ways to strike against organized international crimes such as drug smuggling etc.. And thirdly it can safeguard the stability in these countries, when the latter was building its political institutions based on the western model. On the other hand, the Central and Eastern European countries contained many advantages on themselves. The region has rich natural resources and human resources of high quality and low cost. It is geographically linked with the Western Europe and shares similar cultural backgrounds with the latter. With the enlargement, new forces will be injected into the regional economy and the EU’s position in the world economic system can be enhanced.

As the other side of the coin, the candidate countries will receive much benefit from the enlargement too. With the enlargement, the candidate countries will identify their political goals as returning to Europe. They will participate into the European and international affairs as EU member states, and shall receive protection from both the EU and the NATO. The EU membership will be helpful for the economic development in the candidate countries. The economic integration can ameliorate the trade conditions between the current EU member states and central and eastern candidate countries, improve the investment environment and bring about a win-win situation for both sides from a long term point of view. 

It should be noted that the eastward enlargement would not only improve the influential position of EU in the geo-politics, but also raise the strategic position of EU in world politics and help to build a multi-polarized world. 

However, the eastward enlargement has experienced ten-years of ups and downs. It can be derived that the enlargement is itself one unprecedented event. However, it goes without saying that the efforts paid by EU and candidate countries will receive their rewards.  

In order to adjust to the upcoming enlargement, EU is facing the challenge of institutional reform. The Laeken Declaration provided much necessary preparation to the institutional renovation and constitutionalism construction of EU. The Constitutionalism Convention, organized based on the protocol of the Laeken summit, provided its first constitutional draft in the October 20002. The draft laid foundations for the negotiations to be held on the intergovernmental conferences of EU member states in 2004. These events shall confer fundamental impact on the future development of EU.
The European Integration brings new rational and empirical implications into the international relations theories. The EU, based on its institutional and legal framework, has become a unique supra-national organization in the international society. However, the EC/EU is once again at the crossroad on its path of integration. The upcoming enlargement will make EU a regional organization of 27 member states with the population of 480,000,000. This new regional organization will face old and new problems which were not sufficiently dealt with or which did not occur when EC/EU was a 6 member states, 9 member states, 12 member states and a 15 member states organization. At the moment, EU needs a “real transformation” completely different from what it had 50 years ago. Otherwise, EU may have to face unexpected challenges difficult to handle with. It is therefore necessary for EU to judge and plan the future of Europe by adopting a long-term historical perspective, to build a new framework and to set long-term arrangements. It was exactly because of these reasons that the EU started its project of constitutionalism construction, which shall bring EU and Europe into a new historic age. 

The Euro was formally circulated in the forms of banknote and coin in the 12 member states of EU since 1 January 2002. Around 92% of the cash transaction in the Eurozone was in Euro within two weeks of the initial circulation. It showed that the Euro has been successfully integrated into the economic life of Europe. After two months of dual circulation with the national currencies of the member states, the Euro formally replaced the national currencies and became the single legal tender in the Eurozone.

The Euro has become an international currency next to the U.S. Dollar. Outside the Eurozone, more than 50 countries had the exchange rate of their national currencies linked with the Euro. By 2002, the Euro stopped to be weak in the exchange rate market and was favored by the financial market. The Euro with a strong exchange rate helps to improve the price stability in the Eurozone. However, certain economic and fundamental factors can impose negative impacts to the development of Euro’s exchange rate. As more competences will be centralized to the European level in the EU, the circulation of Euro will improve the market structure, strengthen the general economic power and enhance the competitiveness in the area. The EU on the basis of a single market, single currency and a single economic entity has become a strong economic policy structure. 

A rising awareness of a common defence policy in Europe helped to speed up the integration in Europe. The fast reaction troop of EU can be regarded as one step forward made in this aspect. By 2002, the informal meeting of national defense ministers of EU member states adopted the decision to strengthen the European troop. The meeting also confirmed that the preparation work of European fast reaction troop should be finished within 2003. The task of this troop is to provide fast reaction to the crisis emerging in the sphere of Europe without relying on any non-European forces. 

II 

The general world economy was in a decline last year caused by external factors as the low world trade growth and the unexpected price rising of petroleum and food products. The growth speed in Europe in 2001 slowed down accordingly and the growth rate within the Eurozone was not as strong as expected. Although the circulation of Euro in cash and the ongoing economic structural reform input more flexibility into the economy, these factors could not provide an effective and sufficient safeguard for a fast development of European economy against the general slump of world economy. 

European economy started to recover in 2002. Judging from the past experiences, exportation is usually the driving force in the early economic recovery, which then should be followed by the increased investment, storage accumulation and consumption growth. The exportation of Europe in the first three months of 2002 was in positive growth, which was the firs time after a 12-month negative growth. The GDP growth in the first three months of 2002 in Europe was mainly based on the net exportation. 

The EU member states had different economic growth pictures under the general slump. The domestic demand was weak in Germany and Italy; In France, the recent labor market was reformed to promote employment, which improved the flexibility of domestic demand and inactivated the economic recovery. In the United Kingdom, the private consumption kept being strong and the manufacturing business was performing well, which boosted the economy in the second quarter of the year. The economic recovery was slow in Austria, Belgium, the Netherlands and Portugal. It was relatively faster in Greece, Ireland and Spain. While in Denmark, Sweden and Norway the economic growth kept stable, the private consumption and exportation kept growing at the rate of 1.5%. 

From 2001 to 2002, Western Europe undertook the readjustment of governance models. In many countries, the public citizens expressed their ideas through political movements. In particular, the public learned to use political movements to bargain with the models not in their interests yet implemented by the ruling parties. The contentions on state governance models entered into a higher stage. Based on the reflection of new liberalism and new conservatism, the thoughts of the central-left theorists were further recognized by the society.  

One important phenomenon was the effort to re-understand the rational of the old model of Western Europe, in particular the Swedish model. Since 1990s, the Swedish socialist and Democratic Party came into power. The party undertook a reform by insisting on the national social welfare system and introducing successful factors of new economy. The reform reached a good balance between social and economic development by successfully raising the employment rate and safeguarding the growth rate. However, as the economy keeps growing stably, Sweden has recovered some social welfare that was revoked during the market model.  
Furthermore, the reasonable factors contained in the Rein Model of Germany and the mixed model of Ireland was recognized. It was held that neither Swedish model nor other models should be an ideal one to follow blindly. However, the success of these models indicated that old models could be modified in order to fit in the requirements of the new age. It is clear that Europe no longer sticks to a single development model and the implementation of a single model cannot be as smooth as it used to be.  

From 2001 to 2002, the power of the rightist parties increased rapidly. A rising number of extreme rightists, rightist or central and rightist parties became the ruling party or won a growing support rate. However, the political life in Western Europe was not turning right but turning left instead. This can be explained by the fact that both left and right parties adopted theories and models close to the central left wing parties in the aspect of guiding principles, policies and political practices.

It should be noted that the main power of transforming the European political life comes not from the mainstream political parties but from the public political power. The pressure caused by the public political power and the coalition of extreme rightist parties forced the mainstream political parties to adjust to the requirements of the public, which as a result pushed these mainstream parties to be more left-oriented.  

As a matter of fact, the public political movements – in particular the trade union movement – much contained during the marketization process, has been accumulating its power silently. The public political movement attracted much attention in 2001. Strike did not focus only on the salary and welfare, but on many other aspects such as the rightist economic model adopted by main political parties and as the unjust distribution in globalization and rationalization. The public has learned to protect its entitled rights and interests through strikes and other forms of radical movements. 

A number of violent events happened in Europe since 2002. The rising number of violent events showed the continuous rising of political awareness in the Western Europe. However, the awareness if mislead may cause individual or collective violence in political life. Therefore, the unstable factors in western European political life increased. Some ruling powers exposed their incompetence in controlling the situation. Given the rising pressure from the public politics, the governments may be forced to adopted shortsighted policies. However, from a long term of view, the increased influence of public politics can cause more positive than negative impacts on western political life.

The extreme rightists movements in Europe was made more complicated by the factors as a growing number of illegal immigration cases, a slow development of world economy, a rising unemployment rate and the worsening of Palestine-Israel conflicts. On the other hand, the anti-Jew activity turned to be more severe. Many Arabian immigrants and their descendants joined in the anti-Jew actions. The extreme rightist power increased its influences in the western political life. This can be easily detected from the success of Mr. Le pen in the first round of election in France, and from the event that the extreme rightist party of the Netherlands headed by Mr. Pim Fortuyn was made the second largest party in the Dutch parliament.  

Given the severity of the problems caused by illegal immigration, it was made one of the main subjects discussed on the EU summit in Serb. The heads of participating governments reached the consensus to strike against illegal immigration. This might act as a beginning for a harmonized immigration policy and a common response against illegal immigration in EU. The policies and measures undertaken by EU may mitigate the conflicts caused by the illegal immigration problem. However, given the complexity and difficulty of the problem, the EU member states may have to face this problem in a long period of time. 

III
The 9.11 event that happened one year ago did not shake the pattern of international relations. However, the impacts left over by the event on international relations can be appreciated everywhere. These impacts can be clearly observed from the EU - U.S.A and Russia-NATO relations.

Immediately after the 9.11 event, the EU member states provided strong and firm support to the U.S.A. However, within one year after the event, the EU-U.S relationship experienced a number of fractions. Although U.S. and Europe showed unanimity vis-à-vis the international anti-terrorism activities, the two had differences when dealing with the details of these activities. In particular with respect to the military action towards Iraq, Germany clearly and firmly resisted the adoption of military action. The behavior of the German government can partly be explained by its wish to win the public support in the coming election, and partly reflected its resistance against the unilateralism of the U.S. 

With respect to the Palestine-Israel conflicts, the U.S. openly supported Israel and pushed Yesser Arafat to drop the rein of government. While the EU upheld that it would support the leader elected by Palestine people, no matter whom he is. The U.S. and EU had fierce trade war in relation to the steel ex/importation. The U.S. levied importation duty on the steel products from Europe and EU adopted countervailing measures accordingly. The trade dispute between EU and U.S was brought up to the Dispute Settlement Body of the World Trade Organization. The EU and U.S had also contentions against each other over the establishment of the TMD system. The EU furthermore openly criticized the U.S. attitude vis-à-vis the protocol of international criminal court. 

The EU-U.S relations experienced ups and downs in this year. This can be mainly attributed to the gap in the strategic interests between EU and U.S. Although the gap existed ever since the Cold War, it was much covered by the confrontation between the east and the west in the Cold War. The gap only became visible with the end of the Cold War and attracted particular attention after the 9.11 event. However, it should be noted that EU and U.S. shared common values and deep-rooted alliance partnership. The two in spite of various differences, shall keep in close cooperation. So far, EU and U.S. stood in the same line upon many significant events. Although it is highly possible that the two sides shall continue to have fractions, it is also not surprising that the two shall reach a consensus in the end after mutual negotiations and compromises.  

In the first half of 2002, Russia drew itself much closer to NATO. The 9.11 event made the U.S. understand the threat coming from the international terrorists and the complexity and difficulties contained in anti-terrorism strikes. In the mean time, Russia wished to improve its relations with the West so as to expand the space for strategic activities. The 9.11 event provided an excellent opportunity for both Russia and the West. Putin took the opportunity to convince the West of Russia’s firm position to strike against terrorism and provided to the letter immediate support. As a result, the Russia-NATO relationship - which was much influenced by the eastward enlargement of NATO before the 9.11 - was substantially improved. In 2002, Russia and NATO signed the Rome Declaration, which declared the birth of Russia-NATO Council. The Council turned the Russian-NATO cooperation from the 19 + 1 model into the 20 model. Although within the new framework, Russia was not provided with many practical interests, the improvement of the relationship with the West gave Russia new bargaining power in the future rounds of negotiation. 

The EU and China leaders had an increased number of political dialogues and mutual visits in the past year. The year of 2002 is the 30th anniversary for the establishment of diplomatic relations between China and Germany, Luxembourg and Greece. It is generally believed that the relationships between China and many Western European countries have entered into a healthy and mature stage. 

Since the regular meeting regime was established between EU and China leaders in 1998, the leaders of two sides held regular meetings each year. In the year of 2002, China and EU leaders held the fifth annual meeting. The frequent visits and regular dialogues between the leaders of EU and China promoted the communication and cooperation upon many international and regional issues. Vis-à-vis the world development, the Chinese leaders proposed a series of new concepts, such as multi-polarization, democratization of international relations, the respect for world diversity, redefinition for economic globalization, new security namely the security based on mutual trust and cooperation based on mutual interests, and strike against international terrorism under the framework of U.N. These ideas aroused much attention from the European leaders. Based on these concepts, both European and Chinese leaders reached agreement upon many issues. 

The Fourth ASEM was successfully held in 2002. The summit produced a series of declarations including Anti-Terrorism Declaration, Peaceful Politics Declaration by Korean Island and the 4th ASEM President Declaration. These declarations focused on the Asian and European cooperation in striking against international terrorism, by emphasizing that the strike should be guided by the U.N and should not be undertaken unilaterally. Furthermore, the ASEM underlined the significance and necessity of strengthening Asian and European cultural dialogues and communications. The ASEM has become an important channel for peaceful cooperation between continents, cultural communication between the east and west, and furthermore an important driving force for developing new international political and economic orders.

The general GDP of Asian and European countries in total counted around 50% of the world GDP. However, neither the current trade volume between Europe and Asia, nor the general mutual investment, nor the economic scale of the two regions was in proportional growth when compared with the general GDP figure. It can therefore be said that the trade and economic relations between Asia and Europe require to be further developed and yet contain a potential that should not be underestimated.  

CONTENTS

Precise

Keynote Report

The Eastward Enlargement of EU: A Historic Opportunity and Challenge

Overview
Political Development in Europe

Economic Development in Europe

Social Conditions in Western Europe

Foreign Affairs of Europe 

Discourses
The Laeken Summit and Laeken Declaration of EU

An Analysis on the Floatation of Exchange Rate of the Euro 1999-2000

European Security after the 9·11 Event

The Anti-globalization Tides in Western Europe

Sino-EU Relations and Asia-Europe Relations

Country and Region Studies
European Union

Britain and Ireland

France

Germany

Italy

Benelux

Austria and Switzerland

Southern European Countries 
Northern European Countries 
Central and Eastern European Countries

Russia

Data and Statistics

Statistics 

Big Events in Europe 

Postscript

