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Précis
On 1st May 2004, European History turned into a new page. The European Union (EU) formally completed its remarkable eastward enlargement, and developed into an EU of 25 from an EU of 15.  This is a day to remember. The EU, from a European Community of 6 to today’s Union of 25, has made one unprecedented achievement.
Following the enlargement, the European Union Constitution Draft came into birth which marked a new stage of development for EU. As a result, a new European pattern emerges from a fading Cold-War Patten.
The European Integration undoubtedly has profound impact on Europe. However its implications to the world should never be underestimated. Europe, after long time of exploration, has finally found a peaceful developmental path. The essence of the new path has been embodied in the form of the EU, which is consolidated by political, economic, legal, social and security institutions. Europeans have presented the world a new model of international social institutions, as a sharp contrast against the concept of US-controlled world peace upheld by the America. This also partly explains why the Europe and US were drifted away on the issue like Iraq War. 
This year also sees substantial progress in the EU-China relationship. EU and China, both endorsing the idea of peaceful development, are becoming important players to maintain world peace and forces to lever against hegemonic politics. It is fair to say that the development of EU-China relations can be somewhat motivated by practical interests. However, the political preferences shown by the EU and China reflect the richness of the thousands of years of civilization possessed by the two important players on international arena.

The Eastward Enlargement, European Union Constitution Draft and EU-China relations are undoubtedly the highlight of this year’s European development. 
I
The accession of Poland, Hungary, Czech, Slovak, Slovenia, Cyprus, Malta, Estonia, Latvia and Lithuania to the EU - the largest enlargement ever in the history of EU - has made the EU a union of 25 countries with over 450million population

However, the step of EU enlargement has not stopped here. Waiting outside the door of the EU are countries like Romania, Bulgaria, Croatia and Turkey.

The enlargement of EU has also imposed pressure on is internal institutional reform, which caused the tension between the enlargement and institutional reform to reach a climax. It was in June 2004 after much arduous diplomatic maneuver, that the European leaders reached an agreement on the first EU draft constitution. The draft provides clear provision on the organization and functions of the EU and on fundamental rights. It reformed the voting system of EU institutions, added new posts in EU institutions, afford increased competence to European parliament, and improve transparency of EU decision making mechanism. 

The agreement among European leaders on the EU constitution draft can be promoted by the following elements.

Firstly, Spanish socialist party came in power after Spain’s general election this year, which was much influenced by the Madrid bomb attack on March 2004. As a result. Spain softened its strong opposition against the EU constitution held by its previous government. Poland as Spain’s ally on the opposition found it difficult to sustain alone. 

Secondly, numerous European “Euro-sceptic” parties had unprecedented victories in this year’s general election of European Parliament. European leaders, stirred up by this phenomenon, had to reconsider the challenges faced ahead. This could also explain why the European leaders increased effort to seek for coordination and compromise on the EU summit. 

Thirdly, France and Germany enhanced their cooperation with Britain and no longer seek for variable geometry. 

Fourthly, the majority of European population supports the European Union Constitution Draft.

Fifthly, the Irish government which was by then the presidential member state of EU, and its Prime Minister played an active role in promoting an agreement on the European Union Constitution Draft. 

However the approval to the constitution by the European leaders has not yet guaranteed a bright future for the European Union Constitution. The draft has to be ratified by the 25 member states by national parliaments or national referendum. Even receiving ratification by all member states, the constitution may have uncertainty in its future enforcement. The European Union Constitution, originally designed to provide a framework for an enlarged Europe, faces future challenges in its appropriateness and effectiveness.

II
In 2003, the economic growth rate of EU kept decreasing for the third consecutive year. However, the EU economy turned into recovery in 2004. This was partly driven by the recovery of German economy, which accounts for the 1/3 of European economy. However, the demand on the European market remains to be sluggish which may affect the continuity and strength of the recovery.

The economic recession EU has experienced in the first half of 2003 was much linked with the economic set-back in Germany, France and Italy. This is mainly affected by international trade, War on Iraq and a strong Euro. The European economy entered into the cycle of recovery after the mid 2003.

In the first half of 2004, European economy stayed in strong increase. Member states excluding Greece and the Netherlands have had slow but stable economic growth. However, the growth slowed down in the second half of 2004 when the world economy was affected by the oil price rise and the increase of interest rate in the US. Exportation, as the driving main force of European economic recovery, gradually reduced. On the other hand, the long-waited strong increase of domestic demand did not appear. Though the recovery continues, it is unlikely to grow with an accelerated speed.

The enlargement has brought benefits to Europe’s economic growth. These new comers of EU are developing countries and have a higher average growth rate than that of EU. The EU after enlargement had its economic growth rate raised by 0.1 percent. 

The new EU members have provided the 15 old member states with new consumer markets, material supply and more cost-effective labour. On the other hand, the new member states benefit from the trade and investment resulting from EU’s harmonized internal market. Furthermore, these new member states will receive support from the EU including agricultural subsidy and regional aid, grant for transportation and infrastructure development. They could also borrow loans or raise fund from European Investment Bank and other related financial institutions. 
According to EU statistics, foreign direct investment has decreased since 2001, however the foreign direct investment to Central and Eastern Europe has increased, reaching US $30billion in 2003. The increase of investment will promote the economic development in Central and Eastern Europe, which in turn will produce new opportunities for the economy of EU.

The Growth and Stability Pact has been one issue in contention this year. The fiscal deficits of many EU member states have worsened while France and Germany continuously exceeded the limits provided by the Pact. It was estimated that half of the member states of the Eurozone would exceed the limit by 2004. Contentions were triggered on whether these countries should be fined and whether the Growth and Stability Pact should be amended should punishment be impossible. The European Court of Justice (ECJ) has ruled that the European Commission has the competence to protect the authority of EU law, and require member states to comply with rules made by themselves. However the ECJ failed to answer whether France and Germany should be punished. The call for Growth and Stability Pact to be amended is getting stronger, which argues that the harsh standards set up by the Pact regarding the deficit have restricted the economic growth in the Eurozone. The amendment of the Growth and Stability Pact has been put on the agenda of the EU and will be one main tasks face by the new Commission.

Europe’s unemployment rate has stayed higher and began to reduce slowly, as Europe’s labour market did not reacted promptly to nor in line with Europe’s economic recovery. On the other hand, the eastward enlargement of EU has brought new challenges to the employment market of EU.

The EU member states experienced opposition from their people in the social security reforms. The aging of population, decrease of labour population and reforms of pension and medical insurance systems have become common challenges faced by both old and new EU member states.

Ethnic hostility is another issue worth paying attention to. The emerging Neo Anti-Jewism based on the Middle East conflict and hostility against all Jews is supported mainly by Arabians. In the mean time, the Anti-Muslim voice is getting stronger in Europe, which has been inflamed by Anti-Jewism events involving Muslim elements.
III
 

The external relations of EU developed unrestrainedly in various aspects. The relations between EU and other international powers kept stable and made improvements. The EU-US relationship experienced its low after the War on Iraq. The drifting away between the EU and US on the Iraqi War reflects the fundamental difference in terms of principles held by each other, which the later reconciliation could hardly make up. The international relations within the EU improved after the member states adjusted their policies to America and the eastward enlargement. The relations of EU member states, once again, revealed that European integration is a process of challenges, opportunities and hopes.  

The impact arising from the drifting away between EU and US with respect to the war on EU-US relationship tended to stabilize. France and Germany refused to send troops to Iraq and only promised to provide training to Iraqi police forces in the Iraq’s neighbouring countries. After the “3.11” bomb attack in Spain, the Jose Maria Aznar’s central-right wing government lost in the election. The newly elected Spanish government changed Spain’s “American Follower” policy and withdrew its troops from Iraq. As the situation in the post war Iraq complicates, many EU member states other than Britain, has showed, to a certain extent, either opposition against or hesitance to support the US.

 

The EU and US had a series of international trade disputes in the last year. The WTO, upon the EU initiation, ruled that the foreign sales corporation (FSC) section of the US tax code as flouting global trade rules. The Air Bus and Boeing criticized each other for receiving government subsidy. The competition between EU and US in international trade is unlikely to calm down, as EU and US have each other’s advantages and different focuses in terms of technology development and international economic institutions building. 

In a word, the current EU-US relationship contains the following characteristics. 

Firstly, the transatlantic relationship has transformed from security cooperation within Europe to competition in the sphere of global security. The EU and US began to show difference in the interests, goals and methods of their global strategies. The US set the priority of its post war global strategy as to prevent and contain any power which might challenge US’s interest or threaten US’s superpower. The EU member states, in particular France and Germany focused on integration, emphasized on institution and regulation, upheld consensus and respect diversity. These EU member states believed that problems in global security are caused by multi factors, and therefore must be solved by comprehensive means, which can only work effectively through multi-lateral cooperation and international framework like the U.N. 

 

Secondly, the transatlantic relationship has transformed from the traditional subordinate model into a relatively equal relationship. This can be observed by the fact that the Europe is strengthening its defence power, by establishing its own fast-reaction forces to deal with the conflicts and non-traditional threats to security in the post cold war period.

 

Thirdly, America’s hegemony made Europe difficult to coordinate with the former. Many European countries uphold the rules setting and accountability, and oppose abuse of arms. Unlike before, they are less willing to waste money and people to clean up the left over of a war waged by the US, in particular when in Iraq, the situation has been unstable after the war and the reconstruction faces formidable challenges. 

 

It can be said that the EU-US relationship is experiencing substantial transformation. EU and US have fundamental difference in their views towards the concept of global governance against the development of multilateralism driven by the globalization. The disagreement between EU and US on this has far-reaching implications, however it can be clearly observed now, for example, on issues like environmental protection and Kyoto Protocol.  

However, the basic elements underpinning the transatlantic alliance continue to exist. These include the institutions, common values and cognitive identity EU and US hold for each other. On the other hand, the two are inter-dependent in the aspects of global governance and the control of world. Thus EU and US will continue to have cooperation on some international issues, though at a less degree if compared with before. Their relationship will stay at cooperation and competition rather than contradiction and conflict. 

The EU-Russia relationship has also been eventful. The two have had disagreements on issues as Russian domestic policy and Russia’s relationships with the other CIS countries. On the other hand, the eastward enlargement of EU added new disturbance to the bilateral relations. However, Russia’s attitude towards the enlargement of EU, compared with that towards the enlargement of NATO, was more tolerant and welcoming. This is because Russia has regarded the NATO more as “the legacy of the Cold War”. While the progress of European integration fits into Russia’s strategy of constructing a great Europe and provides it with opportunities to return to Europe. However, both the enlargement of EU or NATO imposed impacts on conditions for Russia’s geopolitical and economic development, which caused Russia to feel “being attacked”. 
Nevertheless, it should be noted that the contact between EU and Russia induce mutual-beneficial advantages to each other, and in the long term the two tend to use negotiations and coordination to solve future conflicts. Before the EU enlargement, EU and Russia speeded up their dialogue. This improved their relationship which had stayed low for several months.

   

Europe in this year has also been shocked by a series of terrorist attack. The EU, after the 3.11 bomb attack in Spain, called for enhanced cooperation among member states to combat terrorism and adjusted and strengthened its policy towards the Middle East. 

 

The international relations within the EU are characterized by the contentions surrounding the approval of the European Union Constitution Draft, the new European Commission and the enlargement.

 

The contention over the European Union Constitution Draft reflects the difference of views held between big and small member states and between old and new member states of EU. The argument on the successor to Mr. Prodi as the president of European Commission was triggered by the contradiction of two different schools of thoughts regarding European development. The inflow of labor resulting from the enlargement might impose impact to the old member states. However, these rows finally ended in agreement and compromise. The European Union Constitution Draft was approved. The Portugal’s Prime Minister José Manuel Durão Barroso was approved by all member states and the European Parliament to be the new President of the European Commission. However, the restrains made by old member states to the movement of workers from the new member states aroused dissatisfaction from the latter.

 

With respect to Europe’s defense, Europe defence agency have been established after the formation of Europe rapid reaction forces and the EU Battle Group has been envisaged on the informal meeting of EU defense ministers in Noordwijk, under the Presidency of the Netherlands. Estonia, Latvia and Lithuania have joined the Nordic Investment Bank with an aim to promote cooperation and economic development between the Baltic and Nordic countries. The accession by the Balkan countries to the Nordic Investment Bank has been said as the first substantial cooperation between the two and is expected to stimulate cooperation and development in other fields. The Visegrad Countries are also seeking for cooperation in fields of overall strategies, energies, infrastructure and culture. 

 

The EU-China relations have been consolidated in the past year. China has been active in promoting its relations with EU. The relationship has made impressive progress with visits paid by EU and China’s leaders to each other. The EU-China relationship has become one optimistic factor to have influence on the patterns of world peace and international strategy. However, EU has not made breakthrough with respect to the issues of granting China the market economy status and lifting the arms ban against China, which tends to be awkward with the active development of the bilateral relations. With respect to the EU-Asia relations, the fifth ASEM summit was held in Hanoi of Vietnam where the first enlargement of ASEM was achieved. On the summit, China and France played active roles in promoting overall cooperation between EU and Asia.
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