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Précis
In 2005, the European integration experienced another setback. On 29 May and 1 June, France and the Netherlands voted a NO against the European Constitution. The fact that the two original members of the EU, in particular France as the founding member voted NO caused wide concern for the future of European Constitution. Following the rejection of European Constitution in the two member states, a number of other member states declared to cease or defer the ratification of the Constitution, though some other member states continued the ratification process. On 16 June, the European Summit decided to defer the final ratification date for the European Constitution
On the other hand, actions have been undertaken with regard to the employment and economic growth within the EU. In 2005, the EU launched action plans of a Partnership for Growth and Jobs at the EU and member states’ levels under the relaunched Lisbon Strategy, with an aim to stimulate the economic growth and improve competitiveness of member states. The new steps undertaken under the Lisbon Strategy, though receiving different feedbacks, reflect the determination shared by EU leaders to focus on European development. 
In 2004, The EU economy started to recover driven by exportation after three years of continuous decline. The economic growth rate increased from 1.0% to 2.4%, the first time that the EU reached its potential economic growth target. However, given the rise of oil price and the Euro, the economic growth rate in Euro zone in 2005 decreased to 1.2% and that of the EU 25 decreased to less than 2%. The employment in EU faces pressure brought by the immigration as a result of the enlargement. In the mean time, the terrorist attack in London and the social chaos in Paris put anti-terrorism and social stability on top of the list of government concerns. 

With the former Central and Eastern European Countries (CEEC) joining the EU and the breaking out of the “color revolution” in the neighboring countries of Russia, the geo-political pattern in Europe began to change. The pattern used to be composed by three blocs, namely western European countries as the first bloc, CIS countries including Russia as the second bloc and the rest of European countries including the CEEC as the third bloc. In the new geopolitical pattern of Europe, the third bloc is disappearing and the relationship between the EU and Russia, as a result becomes complicated. EU and Russia developed trade and economic relationship and strengthened occupation of strategic space. However, the contention behind the EU Russia policy reveals the increasing divergence of attitudes held by member states to Russia.

The EU-US relationship improved as both sides are active in bringing each other closer after being drifted away by the Iraq War.
The EU-China relationship continues to develop. EU and China solved the textile trade dispute and set out useful precedent and principles for the bilateral trade relationship.  
I
When the EU was celebrating the joy of success brought by the completion of eastward enlargement and the birth of European Constitution, the rejection of constitution by citizens in some member states forced the EU to face a sudden pause in the European Integration. However, the much unexpected rejection of the Constitution did not happen overnight. 
The No in France and the Netherlands against the Constitution are based on a series of legal, political and social factors which include: social cognition of the Constitution, functional and economic elements contained in the Constitution, citizens’ satisfaction level with governments, political inclination of citizens, social notion of national state and the immigration issue.  
In terms of the social cognition of the European Constitution, in France and the Netherlands, the public’s insufficient cognition of the European Constitution is the main reason which caused misunderstandings on the part of the public vis-à-vis the Constitution. This combined with other concerns of the public, caused many French voted a NO against the Constitution in the referendum. On the other hand, the length and the ambiguity of the Constitution, prevent the public from acquiring a complete and objective understanding of the Constitution. The text of the Constitution contains 448 articles, 36 protocols and 2 attachments which in total amounts to 382 pages. This therefore highlights the importance of public advocacy by the governments in the member states regarding the European Constitution. However the advocacy of the Constitution in France and the Netherlands by the respective governments has been insufficient. The low social cognitive level of the European Constitution on the part of the public in France and the Netherlands reflects the gap exists between the European elite and the public. 
With respect to the functional and economic elements contained in the European Constitution, the public’s attitudes towards the Constitution are varied based on different consideration. In France, the post referendum investigation showed that the public’s main reason against the European Constitution was that the Constitution would cause negative impact on employment in France. The majority of those who voted against the European Constitution were from the professions threatened by the inflow of the labor from the new member states. In the Netherlands, the economic concern was the fourth reason listed for voting against the European Constitution by the public. Many Dutch believe that the EU is too expensive for their country, since the Dutch pay for the highest contribution per capita to EU budget. 
In times of bringing prosperity and stability to Europe, the European Integration has caused certain groups of Europeans to be disadvantaged. The improved resource allocation as a result of economic integration causes the capital to flow to low income member states, whereas the labor force to flow from the low income member states to high income member states. This as a result, confers pressure on the employment in high income member states and particularly threatens the benefit of low income population in high income member states. The 10 new member states of EU are relatively less developed as compared with the former EU member states. After the latest enlargement of EU, over 100,000 immigrants flowing from new member states to old member states, which severed the unemployment in the old member states. 
The domestic political affair in the member states is another factor which must be taken into consideration. In the 2002 presidential election in France, the socialist party candidate Lionel Jospin unexpectedly lost to Jean Marie Le Pen, the candidate for the extreme rightest party, Front National. This forces the left wing parties to vote for Chirac as the second best choice. However under the administration of Chirac government, the French economy is sluggish in growth with a high unemployment rate. The inflow of illegal immigrants and the outflow of capital and investment as a result of eastward enlargement have deteriorated the social and economic environment in France. On the other hand, the reform measures undertaken by the Jean-Pierre Raffarin government caused public complaint and the supporting rate for the government to decrease to as little as 20%. As a consequence, the ratification of European Constitution has become a scapegoat for the public to show their dissatisfaction with the French government. The No for the European Constitution is not only a de facto No against the French Government and but also a NO against Chirac, which is argued as a revenge by those in the left wing parties who voted for Chirac in the 2002 presidential election. 
It can be seen that the reasons for the French and Dutch to vote a NO against the European Constitution are multi-layered and complicated. Nevertheless, both the EU and member states face the same severe bottleneck of European Integration. The pitfalls the EU has experiences in the ratification of Constitution revealed the fundamental disagreement in terms of integration among the governments of member states, within the public of the member states and between the political parties and the public in the member states. These disagreements can be summarized as follows: 
    European Political Integration. 
In the referendum in France and the Netherlands, the voters have expressed their opposition against the political integration of EU. Even some politicians, including the president of Czech Republic held that the EU should transform towards an inter-governmentalism model based on free market concepts. 
   Social Model
The European social model is one focus of contention. Some member states, represented by France, argue that the Constitution is too “Angelo-Saxon” and in lack of social Europe content. While other member states, represented by the U.K, argue that the social model of EU as a result of European Constitution, over-emphasizes the strength of a social Europe. It seems that it is difficult for the two parties to reach a consensus over the issue. 
 Supra-Nationalism and Inter-Governmentalism
Though a traditional contention, whether the EU should be developed into a supra national or intergovernmental organization has been left as unsolved. With the enlargement of EU and the deepening of integration, the public of member states are more involved into the European integration. As a result, many start to question the decision made by the EU institutions and be more concerned with the sovereignty issue. The public in the member states is therefore more conscious of and sensitive to the development of European integration.
   EU Enlargement 
For the political elite in Europe, the European enlargement is a mark for success and should continue. However, many citizens hold suspicion or even opposition to the continuous enlargement of EU. The political necessity of enlargement felt by the elite inside the European Union and the opposition held by the public against further enlargement, however may lead EU to a dilemma. 
These fundamental divergences will impose far reaching impact on the development of concentration power of Europe and the Development of Europe itself. The NO from France and the Netherlands, will not only change the track for the ratification process of European Constitution, but also induce reconsideration within Europe regarding the integration and the future economic and political development. As the EU leaders expressed after the rejection of Constitution in France and the Netherlands, Europe needs a period to reflect. However, how will the European Integration develop after the reflection requires further observation? 
II
In 2004, European economy started to recover driven by the growth in exportation and private consumption. However, in the late 2004, given the increase of oil price, the increase of the interest rate in the US and a strong Euro, the long awaited rise of internal demand did not happen. This as a result caused the low economic growth rate in the late 2004 and implied a weak economic growth in 2005. 
However, some factors including the devaluation of Euro and improvement of world economy input strength for economic growth in Europe in the late 2005. The private consumption grows proportionally while the investment and net exportation increase in Europe. However, the speed and level of the recovery depend on external conditions including the oil price, the price of Euro against U.S Dollar and the volatility of international financial market, while on the other hand may be impacted by the unemployment within the EU. 

Unemployment remains to be the top concern for EU and member states governments. It is argued that to a certain extent the failure of EU employment policy is one of the crucial reasons causing the crisis of European Constitution. The unemployment rate in France, under the administration of Raffarin government, rose from 9% to 12%. The immigration issue becomes another social concern in Europe, which is complicated by the eastward enlargement and future enlargements of   the EU. The unemployment issue complicated by the immigration concern inputs factors of instability into European societies which can be observed in a series of religious and ethnic riots. The EU and its member states have adopted measures to deal with immigration issues, the effects of which are difficult to predict. However, the gap of development among member states and the existence of the market for low-skilled labor force may cause the immigration issue to be a long term concern.
In this year, London was attacked by terrorist bombs in July and the Kabardino-Balkaria Republic of Russia was raided by militants in October. The London terrorist bombs were the first suicidal bomb attack in Europe and caused extreme concern. In the mean time, the chaos happened in the late October in Paris revealed the long term unsolved problems caused by immigration and juvenile crimes on the one hand and the increasingly stronger social influence acquired by extreme right wing parties in Europe on the other hand. How to guarantee the social stability and security has become the top priority for the member states of EU.
In this backdrop, it can be observed that firstly, left wing parties lose influence to right wing parties. Secondly, the relationship between the traditional political parties began to change. For example, the rising of Liberal Democratic Party in the U.K is transforming the British political party pattern, which used to be dominated by the labor and the conservative parties. In Germany, a multi-political party pattern has occurred with big parties slimming down and small parties getting stronger. Thirdly, convergence has happened between the left and right wing parties. The traditional left and right wing parties tend to converge not only in terms of political campaign and election slogan, but also on their external and domestic policies. Both left and right wing parties have abandoned the idealist approach and adopt a more pragmatic approach. Fourthly, following the footsteps of right wing parties, the left wing parties of Europe have become regionalized and internationalized. The Party of European Left was founded in Berlin in 2004 and is active in furthering the collaboration among European left parties. 
Both the EU and member states have strengthened their administration with an aim to increase the capacity to react to emergencies and protect stability. In the mean time, the ruling parties of member states of EU have strengthened intergovernmental dialogue, coordination and cooperation. 
III
In 2004, both the NATO and EU have completed their “eastward enlargement”. The political pattern of Europe saw the eastern block returning to the west while the western block keeps expanding towards the east. Romania, Bulgaria and West Balkan states have been arranged to join the EU in the future years, the EU membership negotiation between the EU and Turkey has started and a Ukrainian EU membership is under discussion. 
The political pattern in Europe as a result of the Cold War, used to be composed by three blocks, namely western European countries as the first block, the CIS countries including Russia as the second bloc and the rest of the European countries as the third block. However, with the central and eastern European countries returning to Europe, in particular with the breaking out of the color revolution in the neighboring countries of Russia, the third block which used to exist between the first and second block began to disappear. This transformed the geo-political pattern of Europe fundamentally. The geopolitics pattern in European which used to be based on three blocs began to be replaced by two main blocks, namely the European Union as the first bloc and Russia and CIS countries as the second bloc. 
The EU-US relationship improved in this year. After Mr. Bush was re-elected as the president of the U.S., the neo-conservative influence in the US political life weakened and the US foreign policy was amended. The change of US policy towards its European allies serves as one example. Shortly after being re-elected, Mr. Bush expressed his wish to improve the US-EU relationship through Mr. Tony Blair, the Prime Minister of U.K. Bush and a number of high ranking US officials sent signals for reconciliation with Europe and Bush has exceptionally expressed his support for European Integration and reaffirmed his support for integration even after the European Constitution was rejected by some member states. On the other hand, the EU is active to ameliorate the relationship with US. Though EU and US maintain difference with regard to bilateral trade disputes and the lift of arms sales ban to China, the two parties have had close cooperation on the color revolution in eastern Europe and the Nuclear issue of Iran, which has been rarely observed before. 
The EU-Russia relationship is however complicated. Europe and Russia share common interests regarding trade and economic development, but have conflicts with respect to ideological issues. On the EU-Russia Summit held in May 2005 in Moscow, a road map aiming to establish four common spaces between Europe and Russia were adopted which upgraded the bilateral relationship. The enforcement of the road map will facilitate the establishment of a Europe without borders, the development of bilateral trade cooperation, the establishment of common security system, the development of the technological potential and cultural communication. However, the enforcement of the road map can be difficult in reality. EU and Russia have had strong disagreement with respect to the political reform in Russia, the treatment to Russian Oil Oligarchies by the Russian government and the color revolutions in the neighboring countries of Russia. The EU criticizes that the Russian political reform is a reversion to the authoritarian system and have obliterated democracy and infringed human rights in its anti-terrorism activities. While Russia criticizes EU for the latter’s interference into Russian domestic politics and insists that the democratic reform in Russia is a gradual process which fits most with the reality of Russia. The essence of the disagreement between the two parties lies in the battle of occupying strategic spaces. The EU-Russia relationship is difficult to improve due to the lack of strategic trust between the two. 
The complicated Europe-Russia Relationship is also impacted by the divergence among EU member states on Russia policy. Germany, France, Spain and Italy adopt a relatively mild position vis-à-vis Russia. In March 2005, the leaders of Russia, France, Germany and Spain held informal meetings in Paris. In September, Russian president Putin visited Germany. As a result of the meeting, Russia and Germany signed an agreement on the development of Baltic Sea gas pipeline to form an energy alliance. This visit by Russian president to Germany was only 10 days earlier than the German election in 2005, which was expected to boost the election campaign by the then German Chancellor Gerhard Schroeder. 
However, some other countries in particular new EU member states from Central and Eastern Europe are strongly against Russia. Some small member states are against the unilateral diplomacy policy held by France and Germany towards Russia. Some new central and eastern European EU member states are suspicious of Russia and wish the EU will invest more in these countries instead of Russia. The divergence among member states of EU with respect to Russia reflects the conflict of interests between the old and new member states and between the big and old member states. 
In this year, the EU-China relationship continues to develop. Leaders of the EU and member states paid frequent state visits to China. EU and China announced the Joint Statement of the 8th Summit Meeting and issued the Joint Declaration on Climate Change. The two sides have signed documents on the cooperation in transportation, environmental protection, space development, construction of Beijing Capital Airport and etc. In the Joint Statement, both EU and China expressed the wish to establish a high level coordination institution and agreed to launch regular strategic dialogue between European and Chinese deputy foreign ministers. In additional, China and Europe have held different levels of bilateral dialogues in other fields and signed cooperation agreements. These dialogues include the first EU-China Financial Dialogue in February 2005 in Brussels, the first EU-China Financial Service and Supervision round table dialogue in Shanghai on 28 October 2005 and the EU-China Government Procurement Cooperation Agreement. 

Though little progress was made on the lift of the EU’s arms sales ban towards China, the two sides have successfully solved the textile trade dispute in a friendly and fair way and shown the spirit of respecting sensibility and mutual benefits. The successful solution of the bilateral textile trade dispute has set one good precedent for future trade disputes resolution between EU and China. 
The future years are crucial to the development of both EU and China, as the EU-China relationship has proceeded into a new stage. The positive interaction between EU and China is not only significant to the development of each party, but also bears far reaching implication on the peace and development in the world. As both EU and China leaders pay high attention to the development of bilateral relationship, it can be said that the EU-China relationship enjoys an inspiring future.
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