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Preface

On 20th May 2003, the United States (US) formally waged the war on Iraq. After months of fruitless diplomatic maneuvers, the US entered its tanks into the Iraqi territory, by circumventing the United Nations (UN). The gunfire on the battlefield in Iraq not only startled the international community, but also caused rift in the transatlantic relations. What are the reasons behind the split over of Europe and US on the Iraq war and how would the US-Europe relations develop after the war raised concerns for the transformation of world order. Nevertheless, the development in the US-Europe relations has left far-reaching impact on the formation of a future world order.  

As the other side of the coin, the war on Iraq has impacted relationships within Europe, which can be particularly appreciated in the European Union (EU), when EU is at a crucial moment of   enlargement and institutional reform. The differences EU member states have shown over the Iraq war have aroused international attention. The US uses the concepts of “new” and “old” Europe to differentiate Europe countries for or against the war on Iraq. Though the intention of the usage of concept remains dubious, it reveals that fundamental difference exists among EU member states with respect to international issues. An EU common defense policy may seem likely, but a common foreign policy has a long way to go. In the foreseeable future, the foreign policy will remain as one of the lacuna in European Integration. 

However, the European integration heads ahead notwithstanding of the lacuna. The issue of European Constitution draft marks a milestone in European integration. On 16 April 2003 both old and new EU member states signed the accession treaty in Athens, symbolizing the success of EU’s fifth enlargement. In due course, the accession treaty will be ratified by 25 EU member states. From 1 May 2004, the EU will have 10 new member states, including Cyprus, Czech Republic, Estonia, Hungry, Latvia, Lithuania, Malta, Poland, Slovakia and Slovenia. With a population increase from 380 million to 453 million, EU will substantially improve its position in Europe as well as worldwide.

The EU-China relations have made progressive development. China, France, Germany and Russia stood in opposition to the US war on Iraq and jointly pushed the US-UK coalition to make concessions to the draft resolution on automatic use of force. China has issued its first European Policy and successfully concluded its sixth summit with EU. 
I
Europe and US share closely knitted roots in history as well as culture and have long lasting cooperation in economic, political and military fields. However, difference alongside the commonality, have developed between the two.  

The EU as an emerging power has fundamental model differences from US in terms of economy, politics, security, culture, enlargement and regionalization. 

With respect to the economy, the European model is mainly based on the German model of social market economy, different from the US liberal model. The US model believes in market economy and market society. In Europe, market economy subjects to regulation. The US promotes its neo-liberalism worldwide intending to influence the internal order of other countries including those in Europe. In the mean time, it advocates the American style globalization with an aim to shape the external environment of other countries. These two strategies of US lay good foundations for an American world order, from which the US will benefit and based on which it can share burden of risk and cost with other countries. This also explains why the US advocates its liberalism as the leading theory for international economic life and is unwilling to see US deficit in international trade. Nevertheless, Europe has its own interest to protect in international economy. Europeans while learning from the advantages of American model, adhere to the principle of its own model. The fight between models of US and Europe comes in fact from the conflict of interests. 

With respect to politics, the difference between US and European models mainly lie in the representation, distribution and expression of interest and decision making process in political system. In other words, European parties have clear principles and disciplines, stable membership and social foundations. Party leaders are bound by party organizations. In US, political parties have no concrete principle and disciplines but a small number of professionals, who are responsible for organizing political campaigns during the elections. In Europe, party elections are safeguarded by law and institutions, the government allocates elections fund and the resources of the fund must be disclosed to the public. The state safeguards a relatively fair competition among political parties. European voters have parties representing their own interest to participate into political lives. These social groups are produced out of certain procedures and coordination of social partnership, which contain strong European characteristics. Whereas in the US, elections companies are responsible for the planning, fund raising, organization of the elections. Big business groups and intellectual institutions often play important roles during the elections and as a result, forced the elected president to represent their interests. Political activities in US are based upon two big political parties supported by different interest groups. The US cabinet system confers the President competence broader than what European leaders have. American voters mainly influence government decisions through parliament and interest groups and administrations play important roles in decision-making process. On the other hand, European public groups use social partnership, i.e. the labor, capital and government, to influence political parties, which in turn will influence the making of national policies. Europe and US therefore are different with respect to not only the interest to be represented but also to process of decision-making and implementation.  

With respect to the setting and implementation of international security strategies, Europe tends to replace the national security with the concept of regional security. It prefers coordination and negotiation to solve security problems and has a tradition of multilateralism approach. Europe   advocates international institutions, bilateral and multilateral dialogues and the role of UN in resolving international disputes. Whereas for the US, security as a concept means the security of the US territory. The US stresses the importance of its national security on the basis of its victory in the Cold War and puts increasing efforts to improve its military technology to strengthen its control over the world security. US is mainly concerned with hegemony, the sustainability of hegemony and the preservation of hegemonic regime. The US’s advocacy of a hegemonic order guarantees a global application of its neo liberalism model and safeguards its own economic interest. 

The difference US and Europe have with respect to the concept of security can also be explained by their difference in history and environment. By the end of the World War II, European integration served as an effective instrument to reconcile the Franco-German feud。With the end of the Cold War, Europe was faced with the deepening and widening of integration to safeguard the regional security and stability. However, the difference between US and Europe with respect to the target and implementation of security strategies does not necessarily imply that the two have confrontations in fundamental strategic interests. 

II
In recent years, western European politics began to differentiate itself from the American politics as the latter is becoming increasingly right-winged. Europe’s drifting away from US has shown in Europe’s opposition against neoliberalism, war and control.   

It was not until the mid 1990s when the European left and central left wing parties regained its power, which had been lost with the end of the Cold War. They then have become a main force criticizing the neo-liberalism model of US. The left wing theories became more influential than the US neo-liberalism. Some new left wing academics have even begun to study a possible alternative to the neo-liberalism. The anti neo-liberalism theory, which is broadly advocated through media and recognized by the public and mainstream parties, began to take the lead in western European and world politics. 

The outbreak of the Iraq war was an important element in promoting the politicalization of public movement. The public politics during the war can be called as “tide politics’, the majority of which was left winged oriented. The anti-war thoughts stemming from the tide politics impacted the mainstream politics directly. The public anti war activities together with the media much influenced the state’s decision in opposing the war.  

The development of war also influences domestic politics in Europe. In the United Kingdom,(UK) the public protested against the labor government, which was losing public support and faced internal separation due to its insistency on supporting US in the Iraq war. Facing the pressure from the left wing political thoughts and public tide politics, many European countries began to reconsider the legitimacy of Iraq war. The US and UK were forced to provide evidence to legitimize the war. However, the UK and US efforts in this aspect ended up in embarrassment. The image of labor party and Mr. Tony Blair were damaged by Dr Kelly’s death in UK. The Danish parliament even laid down an inquiry upon the government on its “fraud” behavior to the public concerning the war on Iraq

Many predicted that once the war is over, the western European countries opposing the war might stand in the same line with US again. The main motivation for them to do so is to seize possible profits out of the post war reconstruction. However, things have not necessarily developed as predicted. A number of western European countries continued to oppose US against its control and intervention. Western European citizens demand their states to adopt more independent foreign policies. After the war, the EU and these EU member states have continued their foreign policy in opposition to US’s control and as a result increased their political independence. 

In the mean time, Russian politics has become left-winged oriented. Russia joined the western European countries in the opposition to the US war on Iraq. The political alliance between Russia and some western European countries on this matter deserves further studies. Nevertheless, western European countries are aware that the US-Russia maneuvers can be used as another force to counterbalance US.  

Though the US and Europe had rift over the war on Iraq, the common structural economic interests between the two remained. EU and US have had no substantial difference in adopting global markets strategies. In the past year, western European political thoughts have become more influential than US style neo liberalism. However, the economic interdependence between the US and Europe continue to be strong. As a result, the structure of the world pattern has not been severely challenged. 

So far, the western European political reform tends to be conservative and depends upon US in preserving Europe’s economic interests. Neither central right winged nor central left winged parties wish to undertake reforms by revolutions. An awkward phenomenon therefore appears in western Europe, where the left winged oriented politics and right winged oriented economy coexist. The governments have to adopt double policies to please different classes. The economic stagnation combined with the double policies caused more economic and even fiscal problems. The western European countries paid much attention in transforming their images by soft power. However, the transformation may not be effective when the consolidation of hard power such as structural reforms are lacking. Nevertheless, western European left wing politics has begun to show its importance as one counterbalance to the realist politics. 

In recent years, western European countries have input new vigor to world politics by creating political conditions for a global constructive atmosphere, which are beneficial to the reform and development of world economy. On the other hand, with creating and developing these conditions, western Europe has effectively improved its position in Europe as well as in the world. 

 III
Economy is often influenced by politics. European economy was in decline in the last quarter in 2002 and has been in stagnation in the first half of 2003. This is mainly caused by the rigidity of European economic structure and the uncertainty brought into the world economy by the US war on Iraq. With the end of the war, the commercial confidence recovered and world economic environment improved. European economy showed signs of recovery in the late 2003. However the growth of unemployment rate restricted the consumption power and the inflation was under stress, as the oil price keeps staying high. As a result, economic recovery was ineffective. In 2003, the European economic performance was disappointing for the third consecutive year: the European economy grew by 0.5% and the growth rate of EU was less than 1%. However, the exchange rate between the Euro and US Dollar increased.   

In the economic declines in 1990s, the main force for European economic recovery came from external demand. However, the situation changed in 2002. World trade increased at 2.6%, the lowest rate ever since 1883. The strong exchange rate of Euro against US dollars caused a narrow increase of export from the Euro zone. The economic recovery had to depend on domestic consumption. However the private consumption power in Europe has been affected by the decrease of income allocated for consumption, narrow increase in wages, high unemployment rate, inflation, bad performance of stock market and the uncertainty of the pension system.  

Most of European economic sectors experienced decline. Industry and agriculture are the two sectors most severely affected. The mine and manufacture industry, in particular the durable consumer products manufacturing had substantial decrease in production. Architecture tended to be stable by the end of 2002 after a decline in 2001. The service business had the slowest growth since the decline in 1993. However, recoveries took place in the retailing and financial business. 

Given the bad performance on market fund-raising, profit making and sluggish labor market adjustment, European enterprises are less motivated to invest, especially when European enterprises have not completed their own adjustment. However, the EU monetary and financial conditions stimulated the growth of internal demand. The European macroeconomic policy is beneficial to economic growth and inflation rate is likely to decrease. These economic factors are favorable to the economic growth in the second half of 2003. 

However in general, EU is in lack of strength for economic growth, export and investment. US, as EU’s main trade partner, has the similar stagnation which made it more difficult for EU to get out the bottleneck of economic recovery solely relying on the export enlargement. On the other hand, the Euro’s being strong has become another hurdle for European’s economic recovery. However, the international economic environment ameliorated in the second half of 2003. The US economy improved faster and Japanese economy has performed better than expected. The external demand of the Euro zone has increased. The annual increase rate of EU is therefore likely to reach 1%. So far, the Euro has increased its value to a level appropriate to the EU’s development. The value increase of Euro is in the interest of economic growth both in Europe and the Eurozone.  

Most EU member states, other than the UK, have had a low economic performance. In the Eurozone, Germany and Italy was in economic decline and France was slow in economic recovery. Even Ireland, which had a high growth rate by the end of last century, has fallen out the list of 10 fast increasing countries. 

France and Germany are regarded as the engine for European integration. However, both France and Germany have had fiscal deficit above the 3% threshold set out in the Growth and Stability Pact and received twice warnings from the EU. Portugal is likely to exceed the 3% criteria and the Netherlands and UK may face similar problems. As most of the EU member states have difficulties in reaching the fiscal targets for 2003, whether EU can safeguard the fiscal policy control remains to be seen.    

The 10 candidate countries for EU have had good economic performance with an average growth rate estimated to be 3.1%. However, the employment rate in these countries may not be as optimistic as the growth rate.

One of the methods the EU has been employing to stimulate the economic recovery is through large scaled infrastructure projects. The European Commission has proposed projects covering a wide range of fields, including building pan-Europe railway, highway, and sea routs and promoting scientific research, technological innovation and human resources development. 

In the mean time, the social security system reform has not stopped in Europe. Reform plans with different focuses have been developed to release the social pressure caused by economic decline and high unemployment rate. In 2003, the British government launched a series of social measures including setting up flexible working time, raising lowest hourly payment and citizen insurance tax etc.. The increase of citizen insurance tax was one of the most important measures and aimed to improve medical service in UK. However the measure was much criticized by the business circle and opposition parties as it increased the tax payment. France focuses its reform on the pension system. The newly elected right winged government proposed a reformed pension system after long time of preparation, which however received harsh social protest. On 14 March 2003, Germany launched a basket of reforms covering economic policy, labor market, tax, medical system and pension system. The new measures caused strong reactions from the German society. Obviously, most European countries have not get out of the negative circle of economic decline – high unemployment rate – social reforms – strong social reactions. 

IV
European international relations development in the past year can be mainly observed from the following two perspectives. The difference shown between the US and Europe over the Iraq war reflected the adjustment US and Europe have made to their relationship in the post Cold War time. On the other hand, EU has improved its relations with China and Russia. Internally, the European integration has proceeded notwithstanding the rift revealed among EU member states over the Iraq war. Europe in 2003 has had a year of unprecedented complexity and colors. 
Europe-US relationship is multi-folded, which has realistic, strategic and structural concerns.  Before the war on Iraq started, France and Germany showed explicit opposition over US’s proposal for military actions. France even threatened to use its veto power in the UN Security Council. When US showed its determination for the war and requested from UN the suspension of sanctions against Iraq, France and Germany changed their positions. This showed that there is adequate space for the reconciliation of the two sides of the Atlantic. When the US was stuck in the war, it turned to UN for support and began to make reconciliation gestures to France, Germany and Russia. However, after the war, the US adopted different policies to European countries, one of which can be described as “forgiving Germany, buying Russia and Punishing France”. In the mean time, US strengthened its relationship with the “new” European countries, which supported US over the Iraq war. This nevertheless may imply hidden problems for EU’s forthcoming eastward enlargement.  

However, the impact of 2003 on EU-US relationship has been irrevocable. The bond, which tightly connected EU and US in the Cold War -the war against Russia -, has disappeared. EU no longer walks in the shadow of US, but is more concerned with regional security and integration, based on its realistic and strategic interest after the Cold War. EU is becoming more independent in international affairs. When in disagreement with US, the EU may voice out its opinions without hesitation. The future development of EU-US relations thus largely rely upon US. If the US insists on upholding its unilateral approach, the distance between the two sides may become wider. 

As the other side of the coin, EU-Russia relationship has improved. France, Germany and Russia cooperated in opposing the US war on Iraq. On 31 May, EU leaders attended the 300 years anniversary for Russia’s St. Petersburg City and met with the Russian leader Mr. Vladimir Putin. After the summit, EU and Russia declared a joint statement to improve bilateral cooperation, and upgraded EU-Russia “cooperation council” to be the “permanent partnership council”. EU and Russia also have concluded an agreement on travel rules for the residents of the Russian Baltic enclave of Kaliningrad. The setting up of the facility means the dispute over Kaliningrad which had strained EU-Russia relations for more than a year, has been solved.  

It should be observed that EU and Russia have their own consideration of interests behind the smooth development in their bilateral relations. However, compared with the EU-Russia relationship after the Cold War, the relationship now has passed the stage of doubts, defense and indifference. The interdependence between EU and Russia, which has developed beyond economic fields, has become stronger when facing the US unilateralism.

The EU showed an increasing independence in its foreign policy in 2003. This can be seen from France and Germany’s opposition against US war on Iraq. Furthermore, when drafting the road map peace plan for the Middle East together with US, Russia and the UN, EU stood in a different line from US as US was in favor of Israel. On the Iran nuclear issue, EU continued dialogues with Iran though Iran was called the “evil axis” by the US. By EU’s maneuvers, Iran eventually agreed to sign the attached protocol of the Treaty on Non-Proliferation of Nuclear Weapons (NPT). Iran also agreed to stop processing Uranium, provide most effective and transparent cooperation with IAEA and be subject to UN inspections at any time. EU’s political dialogue approach and its success on Iran nuclear issue have provided a contrast with the approaches used by the US and their effects. 

The US war on Iraq has caused the drifting away of European countries. However, it has on the other hand accelerated EU’s construction of an independent European defense. EU has decided to permanently introduce the institutionalization of an independent defense regime into the EU constitution. 

In the fall of 2003, the Chinese government issued its first EU policy, symbolizing a new stage in EU-China relations. The two sides had the sixth summit meeting in Beijing and signed a series of cooperation agreements. 

The world in the year of 2003 has shown a characteristic of multilateralism, from the independence shown in European countries foreign policies, the steady development of EU-China relations and the strengthened EU-Russia cooperation. Based on these developments, it can be derived that the role played by Europe in the transformation of world pattern should not be underestimated. 
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