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Precis

On April 3 ~ 4, 1998, Asian countries came to the second
Asian — European Meeting (ASEM ) in London with less self-
confidence and vitality than two years previously when they came to
the first ASEM in Bangkok. On the other hand, the European
countries brought with them more vitality and energy to the meeting
this time. Skepticism and criticism of Asian management and
governance by European society and business circles seemed to have
replaced the high evaluation of “ Asian Values” and * Asian
development models 7, which attracted much attention and
discussion two years previously. Confidence in the European
civilization, greatly enhanced by the launching of the Euro, made
the “Recovery of Europe” one of the hottest issues in 1998.

Six years ago, when Lester C. Thurow, the American
economist, predicted in his book Head to Head , that Europe would
become the designer and regulator of the new world rules in the
post-Bretton Woods System era, neither Europe nor Asia took his
prediction seriously. In that year, the Maastricht Treaty had already
laid down the foundations and decided the game rules for the fature
of Europe. However, the European Union seemed to be involved
completely in its own internal affairs then, with its Member States
burdened by depressing economic conditions, ever-increasing

unemployment rates and exorbitant welfare expenses. No energy
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seemed to be left over for the outside world.

By the end of 1998, the wheels of the EU economies began to
move forward and recovery was obvious. Viewing the European
Union as a whole, its average economic growth rate reached 2.9%
in 1998, which was higher than that of G —7 and OECD. Europe is
now undergoing an upswing in the economic cycle and the macro-
environment for its economic recovery is favorable. In preparation
for the launching of the Euro, the EU Member States have been
adopting a low interest rate policy and a strict financial & monetary
policy , both of which have turned out to be successful thus far. The
birth of the Euro has further promoted fair competition, stimulated
the restructuring and innovation of enterprises and enabled the
merging and reforming of banks. In spite of the “gloomy points”
still existing in the EU economy, the “bright points” played a more
important role in its recovery in the year of 1998. Based on this
recovery, especially with the impetus from the Euro, the European
economy is expected to keep growing in 1999, though at a slower
speed.

Of course, being industrially mature, the European economy is
recovering very slowly, but steadily. The recovery has not been
brought about by any single factor. Economic globalization and the
internal reforms within the EU are counted as stimuli. European
development has been characterized by its internal complexity and by
its multiple constraints, all of which resolved into a slow but steady
increase. European development is slow due to its complexity, and
stable due to its slowness.

Generally speaking, the domestic political situations of the
Western European countries remained stable in 1998. In Britain,

France, Germany and Italy, whether the Social Democrats remained
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in power, or Left Coalitions came into office, no significant and
unexpected changes have taken place. However, underneath the
apparent political stability, profound changes in the FEuropean
political arena have occurred. One such change may be the fact that
among the 15 EU Member States 13 came to be ruled by left — wing
parties; either social democrats came into power single — handedly,
or by a coalition. This trend attracted public attention world wide
when in September 1998 the German “Red — Green Union” defeated
the CDU - CSU in the General Election. The latter, led by the
famous Chancellor Helmut Kohl, known as the “Chancellor of
German Reunification ” and the “ Chancellor of FEuropean
Unification”, had to give up office after 16 years of power.

The coming into power of European left — wing parties is not
merely a political phenomenon. The current European political
situation mirrors the fundamental balancing efforts made by
Europeans between economic competitiveness and social values in an
age of economic globalization. As a matter of fact, the European
economy in 1998 was not booming everywhere. Instead, it was still
haunted by the chronic ailment of unemployment. The employment
and social security systems in Europe have long been regarded as
forms of social solidarity and social contracts. The Amsterdam
Treaty in June 1997 took the first step by devoting a chapter to
employment issues. That initiative has been followed by a series of
actions, among them the holding of the Luxembourg Employment
Summit in November 1997 and the overall implementation of the
Employment Guidelines of 1998. Apparently, social issues, with
that of employment in particular, have been brought into the agenda
of EU. The average unemployment rate of the EU member states in

1998 tapered off slightly compared with that in 1997 and is expected
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to further decline very slowly in 1999, as the economy continues to
pick up.

Nevertheless, EU employment policy is not a simple duplication
of Keynesian state-interventionism. More than 60 billion ECU has
been allocated by the EU, not for public investment or
procurement, but for the promotion of employment training, so as
to help the unemployed seek employment in a new and more
competitive environment. The essence of the Dutch Polder Model
recommended by the EU is the flexibility in employment combined
with social solidarity known as “curbing high wages and sharing
employment opportunities.” The spirit of the Social Action
Programme of 1998 ~ 2000 released by the EU. can neither be
regarded as inherited from traditional liberalism nor from
conventional social democracy.

This emerging political philosophy in 1998 in Europe, neither
interventionist nor liberal, emphasizes pragmatic effect, opposes
dogmatism, seeks for social fairness and therefore takes a central-left
line. The so-called “third way”, which is a convergence between the
left and the right, opens a unique European—style way for
development. Despite the differences between individual lines for
development routes in the EU member states, the “third way”,
alms at promoting national development, economic growth, job
creation and social stability as opposed to disorderly world
competition. What it advocates may not be viewed as a doctrine, but
as an economic policy, such as explained by Mr. Tony Blair, the
British Prime Minster, that cannot be divided by the left and the
right, but only be determined as good or bad.

In 1998, Europe was still subject to regicnal conflicts. With the

concerted efforts of the British and Irish Governments and the
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intervention by the USA, a peace accord was signed between
Britain, Ireland and the 8 political parties in Northern Ireland on
April 10, 1998. The accord was a successful result of the 22 -
month peace talks, which had harmonized the conflicting interests
by shelving the issue of the unification of Ireland. However, hardly
had one wave subsided, when another arose. Kosovo, another hot
spot in FEurope, became embroiled in war. Without any
authorization by the UN Security Council, the EU and NATO
Planned to take military action in Kosovo. The action prepared by
NATO turned the principle of “collective defense” into one of
comgnon miilitary action that was pictured as “humanitarian” and
defending “common interests”. In December 1998, soon after
signing a joint statement on defense cooperation with France,
Britain joined America in air raids in [raq, without consulting either
the European Union or the UN Security Council. All of these events
demonstrate that Europe’ s own security system has not yet been
established, and the EU continues to rely, at least to some extent,
on the United States for maintaining peace and order in Europe.
These events also indicate that the right of determining “values” and
“common interests” will have a new role to play in peace and war.
No occurrence — including the stable economic recovery, the
coming into power by left-wing parties, and even the regional crises
in Europe in 1998 — was more striking than the birth of the Euro
on January 1, 1999. The coming into being of the Euro is one of the
most significant historic events in the fields of the world economics
and international relations in modern times. At present, the Euro
has already become the common currency of 11 out of the 15
Member States of the EU; the payments and settlements between

Euro nations are being converted to the Euro, tlius making it
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possible for the Euro to be used as a real currency. Needless to say,
the Euro is a challenge to the dominant position of the US dollar in
the foreign reserve market. It will also lead to increased involvement
for Europe, with its particular legal traditions and social values, in
international monetary and financial affairs. With this perspective in
mind, Europe is expected to play a more important role in the
shaping of the new economic and political order.

The historic significance of the introduction of the Euro rests also
on the fact that it requires the unification of the monetary policy
goals of different member states at the EU level. Originally, the EU
member states differed in monetary policy making. They inclined to
select multiple goals for their monetary policies, such as “price
stability”, “full-employment”, “promotion of economic growth”,
and “balance of international payment”, each according to its
domestic needs. In order to harmonize these multiple goals to that of
“price stability”, the major goal set by the Maastricht Treaty, all
the member states have made arduous efforts. The realization of the
Euro proves that, in answering to the ever-intensifying world
competition, the EU member states have reached consensus on
macro-economic development orientation, and set up stable growth
as their main goal. At the same time, the harmonization of
monetary policies represents a big step forward by the EU on the
road to integration.

The stability policy of the European Central Bank will be legally
and institutionally guaranteed. According to the Maastricht Treaty,
the European Central Bank enjoys legal autonomy and can make
independent decisions on monetary policy. In addition, the
European Central Bank has adopted several uniformed policy tools,

such as “open market operation” and “discount rate”. As the first



