The European Union for Americans


Chapter 1:  What is the European Union?
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The European Union is a unique, treaty-based, institutional framework that defines and manages economic and political cooperation among its fifteen European member countries. The Union is the latest stage in a process of integration begun in the 1950s by six countries - France, Germany, Italy, the Netherlands, Belgium and Luxembourg - whose leaders signed the original treaties establishing various forms of European integration. These treaties gave life and substance to the novel concept that, by creating communities of shared sovereignty in matters of coal and steel production, trade and nuclear energy, another war in Europe would be unthinkable. While the EU has evolved common policies in a number of other sectors since then, the fundamental goal of the Union remains the same: to create an ever closer union among the peoples of Europe. 

Due largely to the success of Europe's economic integration, there are now 15 EU member states (Austria, Belgium, Denmark, Finland, France, Germany,Greece, Ireland, Italy, Luxembourg, the Netherlands, Portugal, Spain,Sweden, and the United Kingdom), and membership will likely increase to more than twenty soon after 2000. 

The European Union used to be called the European Community until 1993 when the Maastricht Treaty took effect and made a number of important revisions to the founding treaties. 'Maastricht' made it constitutionally possible to achieve Economic and Monetary Union (EMU), and to develop the Union's inherent political dimension through the new Common Foreign and Security Policy (CFSP). 

The new Treaty of Amsterdam brings the Union into the 21st century. The treaty prepares the EU institutions for the next enlargement, significantly strengthens the Union's foreign policy, develops a more coherent EU strategy to boost employment, and removes remaining barriers to free movement of people across internal borders. The treaty took effect on May 1, 1999 following ratification by all member states.  

EU Membership 

Union membership is open to any European country with stable democratic government, a good human rights record, a properly functioning market economy, and the macroeconomic fitness to fulfil the obligations of membership. Candidates must have the capacity to fulfil and implement EU laws and regulations (known as the 'acquis communautaire'). 

To date, four enlargements have taken place in the evolution of theEuropean Union: Denmark, Ireland and the United Kingdom joined theoriginal six European Community members in 1973. Greece joined in 1981, followed by Spain and Portugal in 1986. Austria, Finland, and Sweden acceded to the European Union on January 1, 1995. Norway had also negotiated and signed an accession treaty in 1994 but Norwegian voters narrowly rejected membership in a referendum. 

Although it was not officially an enlargement, the five Laender of the former German Democratic Republic entered the Union as part of a united Germany on October 3, 1990. The European Union is currently preparing for a fifth enlargement towards Central and Eastern Europe. For more on the next enlargement, see Chapter Six. 

History: The Union's Origins 

Economic integration was launched in the wake of World War II, as a devastated Western Europe sought ways to rebuild its economy and preventfuture wars.

On May 9, 1950, French Foreign Minister Robert Schuman announced a plan,conceived by French businessman-turned-advisor, Jean Monnet. To control the forces of war, Monnet proposed pooling European coal and steel production under a common authority. The Schuman Declaration was regarded as the first step towards achieving a united Europe - an ideal that in the past had been pursued only by force. Belgium, the Federal Republic of Germany, Italy, Luxembourg and the Netherlands accepted the French proposal, and signed the European Coal and Steel Community (ECSC) Treaty in Paris on April 18, 1951. The Six set up the ECSC High Authority, to which member governments transferred portions of their sovereign powers. The ECSC was so successful that coal and steel trade between the Six increased by 129 percent in the first five years. 

Encouraged by the success of the ECSC, the Six tried to pursue integrationin the military and political fields. When these were derailed following rejection by the French Parliament in 1954, European leaders decided to first continue the unification of Europe on the economic front alone. At an historic meeting in Messina, Italy, in June 1955, the project to create a common market was launched. Two treaties were negotiated to establish: 

A European Economic Community (EEC) to merge separate national markets into a single market that would ensure the free movement of goods, people,capital and services with a wide measure of common economic policies, and A European Atomic Energy Community (EAEC or Euratom) to further the use ofnuclear energy for peaceful purposes. The Six signed the treaties creating these two Communities on March 25,1957 in Rome. Often referred to as the Rome Treaties, they were ratified the same year and came into force in January 1958. 

The Treaties 

The road to European Union began with three separate treaties dating fromthe 1950s: the European Coal and Steel Community (ECSC), the European Atomic Energy Community  (Euratom), and the European Economic Community (EEC). Collectively, they became known as the European Community. 

The Maastricht Treaty on European Union, which took effect in November 1993, was a major overhaul of the founding treaties. It created the 'three pillar' European Union as it exists today (see chart). 

Pillar One incorporates the three founding treaties and sets out the institutional requirements for EMU. It also provides for supplementary powers in certain areas, e.g. environment, research, education and training. 

Pillar Two established the Common Foreign and Security Policy which makes it possible for the Union to take joint action in foreign and security affairs. 

Pillar Three created the Justice and Home Affairs policy, dealing with asylum, immigration, judicial cooperation in civil and criminal matters, and customs and police cooperation against terrorism, drug trafficking and fraud. 

The CFSP and JHA operate by intergovernmental cooperation, rather than by Community institutions which operate Pillar One. Maastricht also created European citizenship and strengthened the European Parliament's legislative role in certain areas. 
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The Amsterdam Treaty 

The Amsterdam Treaty continues the reforms of Maastricht and begins to streamline the EU's institutions ahead of the next enlargement. Many institutional questions were forwarded to an Intergovernmental Conference to be launched at the Helsinki European Council Summit in December 1999. 

The Amsterdam Treaty strengthens the CFSP and the EU's ability to undertake joint foreign policy actions. More decisions are taken by qualified majority instead of unanimity, as required by Maastricht, and member states are able to abstain from a vote or an action without impeding the majority. The Union has appointed Javier Solana as High Representative for foreign and security policy, and established a new policy-planning and early-warning unit. 

Chapter 2: How is the EU Run?

Governing Institutions

The European Union is governed by five institutions - Parliament, Council of Ministers, Commission, Court of Justice, and Court of Auditors. In addition, the Heads of State and Government and the Commission President meet at least twice a year in European Council summits to provide overall strategy and political direction. The European Central Bank is responsible for monetary policy and managing the euro in the Economic and Monetary Union, which comprises eleven states at the outset. 

The governing system differs from all previous national and international models. Unlike the United States, the EU is founded on international treaties among sovereign nations rather than a Constitution. The power to enact laws that are directly binding on all EU citizens throughout the EU territory also distinguishes the Union from international organizations. 

The Union has been described as a supranational entity. The member states have relinquished part of their national sovereignty to the EU institutions. The member states work together, in their collective interest, through the joint administration of their sovereign powers. The Union also operates according to the principle of "subsidiarity", which characterizes most federal systems. Under this principle, the Union is granted jurisdiction only for those policies that cannot be handled effectively at lower levels of government, i.e., national, regional, or local. 

The EU system is inherently evolutionary. It was designed to allow for the gradual development of European unification and has not yet achieved its final form. 

European Parliament 
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The European Parliament comprises 626 members, directly elected in EU-wide elections for five-year terms. The President of the Parliament is elected for a two-and-a-half year term. Members of the European Parliament (MEPs) form political rather than national groups. In July 1999 Nicole Fontaine was elected President.

The European Parliament cannot enact laws like national parliaments. However, its legislative role has been strengthened over the years. The Maastricht Treaty provides for a co-decision procedure which empowers Parliament to veto legislation in certain policy areas, and to confer with the Council in a "conciliation committee" to iron out differences in their respective drafts of legislation. The Amsterdam Treaty extends the number of policy areas in which Parliament can exercise these powers. Earlier, the Single European Act (SEA) gave Parliament the right to amend proposals for legislation (cooperation procedure), and gave it veto power over the accession of new member states and the conclusion of association agreements with third countries (assent procedure). 

The Parliament acts as the EU's public forum. It can question the Commission and the Council; amend or reject the EU budget; and dismiss the entire Commission through a vote of censure, a power it has never used. However, pressure from the Parliament led to a critical report and the Commission's collective resignation in March 1999. Since Maastricht, Parliament has an appointed Ombudsman to address allegations of maladministration in EU institutions and agencies. 

The Parliament holds plenary sessions in Strasbourg and Brussels. Its 20 committees, which prepare the work for plenary meetings, and its political groups normally meet in Brussels. 

European Council 

The European Council brings together Heads of State and Government and the President of the Commission. It meets at least twice a year, at the end of each EU member state's six-month presidency. The Single European Act formalized the European Council, which was not foreseen in the original EC treaties. 

Council of the European Union 

The Council of Ministers enacts EU laws, acting on proposals submitted by the Commission. Since the implementation of the Maastricht Treaty, its official name is the Council of the European Union. 

Comprising Ministers from each member state, the Council strikes a balance between national and Union interests. Different Ministers participate in the Council according to the subject under discussion. Agricultural Ministers, for instance, discuss farm prices in the Agriculture Council, and Economic and Finance Ministers discuss monetary affairs in the ECOFIN Council. The Ministers for Foreign Affairs provide overall coordination in the General Affairs Council. They are also responsible for foreign policy in the framework of the Common Foreign and Security Policy. Each Government acts as President of the Council for six months in rotation. The Council is assisted by a Committee of Permanent Representatives (Coreper), comprising member state officials holding ambassadorial rank, and a Secretariat, with a staff of about 2000. 

The Council takes most decisions by qualified majority vote (QMV). Five member states and 25 votes are necessary for a blocking minority. Unanimity is still required for areas like amendments to the treaties, taxation, the launch of a new common policy, or the admission of a new member state. 
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In the area of CFSP, the Amsterdam Treaty provides that as many as one-third of member states may "constructively abstain" from a decision while allowing the others to act together on behalf of the EU. Member states which constructively abstain may not take any action which impedes the decision made by the majority. Amsterdam also provides for qualified majority voting in implementing basic political decisions.

European Commission 

The Commission is the policy engine. It proposes legislation, is responsible for administration, and ensures that the provisions of the treaties and the decisions of the institutions are properly implemented. It has investigative powers, and can take legal action against persons, companies, or member states that violate EU rules. It manages the budget and represents the Union in international trade negotiations. 

The 20 Commissioners - two each from France, Germany, Italy, Spain and the United Kingdom, and one from each of the other member states – are appointed for five-year terms, in line with the European Parliament which approves the appointment of the Commission as a body. The Commission President is appointed by agreement among the member governments in consultation with the European Parliament for a term of five years. Up to two Vice-Presidents are appointed from among the Commissioners. 

The Commissioners act in the Union's interest, independently of the national governments which nominated them. Each is assigned one or more policy areas and is assisted by a small cabinet or team of aides. The Commission's administrative staff, based mainly in Brussels, numbers about 15,000, divided among more than 30 "directorates-general" and other administrative services. Since the EU has eleven official languages about 20% of the Commission staff are translators and interpreters. 

Court of Justice

The Court of Justice, sitting in Luxembourg, is the Community's "Supreme Court." It ensures that the treaties are interpreted and applied correctly by other EU institutions and by the member states. The Court comprises 15 judges, one from each member state, appointed for renewable terms of six years. Judgements of the Court in the field of EC law are binding on EU institutions, member states, national courts, companies and private citizens, and overrule those of national courts. 

Since 1988 a Court of First Instance, consisting of 15 members, has assisted the Court of Justice. This court has power to hear actions brought by EU officials, competition and coal and steel cases, and actions for damages. Its decisions are subject to appeal to the Court of Justice on points of law only. 

Court of Auditors 

The Court of Auditors, based in Luxembourg, has extensive powers to examine the legality of receipts and expenditures and the sound financial management of the EU budget. 

European Central Bank (ECB) 

The European System of Central Banks (ESCB) and European Central Bank (Frankfurt) are responsible for monetary policy and the euro. 

Chapter 3: The Euro: Completing Economic Unity

The euro-Europe's new single currency-represents the consolidation and culmination of European economic integration. Its introduction on January 1, 1999 is the final transition to full Economic and Monetary Union (EMU), a three-stage process that was launched in 1990 as EU member states prepared for the 1992 single market. Aimed at boosting cross-border business activity, the first stage of EMU lifted restrictions on movements of capital across internal EU borders (July 1,1990). Stage Two, which began in January 1994, set up the European Monetary Institute (EMI) in Frankfurt to pave the way for the European Central Bank (ECB). 

On January 1, 1999, the euro became the single currency for eleven EU member states-Austria, Belgium, Finland, France, Germany, Italy, Ireland, Luxembourg, the Netherlands, Spain, and Portugal. Their national currencies are, in effect, subdivisions of the euro. National notes and coins will stay in use only until 2002, when they will be withdrawn permanently and replaced by the euro. 

The euro zone is roughly comparable in economic weight to the United States. The population of the eleven member states participating in EMU is about 290 million, and the euro zone accounts for around 20% of world trade and world GDP. 

The decisions about which member states would participate in the euro were taken on May 2, 1998 at a special meeting of EU leaders in Brussels. The decisions were based on each member state's performance in meeting the economic convergence criteria set out in the Maastricht Treaty. The so-called Maastricht criteria require sound management in the areas of public finances, price stability, exchange rates and interest rates. 
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The Changeover 

Introduced on January 1, 1999, the euro remains an accounting currency until January 1, 2002, when it becomes legal tender in all participating member states and replaces those national currencies forever. 

Since January 1, 1999: 

- The conversion rate of the participating currencies to the euro is fixed irrevocably

- All operations of the new European Central Bank are in euros

- Wholesale financial and capital markets use the new single currency

- All public debt is re-denominated in euros

- Private citizens can have bank accounts denominated in euros

- Euro-denominated credit cards are available, and payments can be made in euros on existing credit cards

- Public administrations in the euro countries allow companies to use the euro for accounting purposes, tax payments and, in some cases, social security payments

Until 2002, dual pricing (in national currencies and euros) will help the general public adapt to the arrival of the euro. 

The majority of Europeans are in favor of the euro. According to a European Commission opinion poll of all 15 member states (conducted in March-April 1999), 61% are for and 28% against EMU, with support at the level of 68% in the euro zone. 

What Will the Euro Mean? 

The euro means stability. Member states participating in EMU are legally bound to continue the fiscal discipline required by the Maastricht Treaty to qualify for EMU. This is the purpose of the Stability and Growth Pact, agreed by EU Heads of State and Government in July 1997, under which sanctions can be brought against member states that do not comply with strict guidelines for managing public finances. 

The euro consolidates and extends Europe's single market. By removing transaction costs and completely eliminating currency transactions in the euro zone, trade and investment are greatly facilitated. 

The euro creates new opportunities in the financial sector. The combined volume of bonds, stocks and bank assets in the euro zone is already almost as high as in the United States, but stock market capitalization in the euro zone at the end of 1997 was only 44% of GDP, compared with 139% in the United States. In 1998 approximately $16.2 billion of private equity raised in the European market was invested, a 40% increase over 1997. There is also great potential in the market for venture capital, which in Europe in 1998 represented $8 billion compared to about $13.5 billion in the US. Since January 1, 1999, more bonds have been issued in euros than in any other currency.

The euro is likely to become a major reserve currency. According to some estimates, the euro could account for 25% or more of global foreign exchange reserves in the medium term. This should help the EU and the United States share the burden of global financial stability, particularly in the wake of the Asian financial crisis. Like any other currency in the floating exchange rate system, the euro-dollar exchange rate fluctuates, reflecting perceptions about economic growth prospects. The euro-dollar exchange rate averaged $1.098 in the first half of 1999.

The Euro and the Single Market 

The euro is the logical complement to Europe's single market, which was largely completed in 1992 following the Single European Act (1986). The SEA facilitated the adoption of a package of nearly 300 'internal market' directives set forth in a 1985 Commission White Paper and designed to achieve the "four freedoms"-freedom of movement for goods, capital, people, and services among the member countries.

For most commercial purposes, there is now one frontier instead of 15; standards and testing and certification procedures are either uniform or equivalent; and significant economies of scale are attainable in a market of over 370 million consumers. The combination of economic liberalization and monetary integration will boost the competitiveness of European companies while making it easier and cheaper for non-EU companies to do business in Europe.

Almost all of the legislation required for completing the 1992 single market has been enacted. However, due to some implementation delays in a small number of areas, the Commission launched an Action Plan to ensure that member states and private sector operators meet their obligations under EU single market rules.

The single market benefits European and foreign companies alike. Special efforts were made to ensure that the program was fully transparent and accessible to American business and the US authorities. Foreign companies, especially from the United States and Japan, positioned themselves to take advantage of the single market. They have increased their direct investment and entered into joint ventures with European partners.

The Euro Symbol

The graphic symbol for the euro looks like an E with two clearly marked, horizontal parallel lines across it. It was inspired by the Greek letter epsilon, in reference to the cradle of European civilization and to the first letter of the word "Europe". The parallel lines represent the stability of the euro. 

The official abbreviation for the euro is 'EUR'. It has been registered with the International Standards Organization (ISO), and is used for all business, financial and commercial purposes.

The Euro

There will be seven euro-denominated notes (5, 10, 20, 50, 100, 200, and 500 euro) and eight coins (1, 2, 5, 10, 20, and 50 euro cents and 1 and 2 euro coins ). For a relatively short period in early 2002, there will be dual circulation while the national currency notes and coins are gradually withdrawn. Actual production of euro notes and coins is already underway in the participating member states. The coins will have a common design on one side, and a national design on the other.

European System of Central Banks (ESCB) and the European Central Bank (ECB) 

Monetary policy in the euro-area is defined and implemented by the European System of Central Banks, which comprises the Central Banks of the euro countries, and the independent European Central Bank, which was inaugurated in Frankfurt on June 30, 1998 and became operational on January 1, 1999.
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The ESCB also conducts foreign exchange operations, holds and manages the official foreign reserves of the participating member states, and promotes the smooth operation of payment systems. 

The European Central Bank is headed by a President, a Vice President and four other members of an Executive Board, appointed by agreement among EU Heads of State and Government. Wim Duisenberg, a former Central Banker from the Netherlands, was appointed ECB President in May 1998 for a term of eight years. The President, together with the Executive Board, is responsible for the day-to-day running of the ECB, in accordance with the guidelines of a Governing Council. The Governing Council is made up of the ECB's Executive Board and the Governors of the National Central Banks. 

EU Countries Not in Euro Zone

The currencies of the member states currently not in EMU (Denmark, Greece, Sweden, and the United Kingdom) have the opportunity to be linked to the euro under a successor to the former Exchange Rate Mechanism (ERM). The original ERM established bilateral conversion rates between the national currencies and in relation to the European Currency Unit, the forerunner of the euro. The new ERM ensures close monetary relations between participating member states and the euro zone. 

For the latest developments on the euro, please visit http://europa.eu.int/euro/.

Chapter 4: Making Decisions Together: An A-Z of EU Policies

To achieve economic integration, the founding treaties provided for common policies in trade, agriculture, competition, and transport. Over the years, as economies modernized, member states agreed to add new areas such as research and technology, energy, the environment, education and training. The EU also formulates policy on newer areas such as telecommunications and the information society, which are not covered in the treaties.

Agriculture 

Once the keystone of European integration, the Common Agricultural Policy (CAP) was created in 1962 to stimulate agricultural production, and to guarantee food supply and farm income in postwar Europe. The same CAP mechanisms that helped Europe to increase agricultural productivity and achieve self-sufficiency, however, led to serious overproduction and high public intervention stocks and costs in the 1970s and 1980s. 

In 1992, the CAP underwent major reform that severed the link between production and farm income in order to reduce agricultural surpluses and stabilize EU farm spending. Since that reform, EU farm spending has declined from over 60% of the budget in the 1980s to 45% in 1998. The 1992 reform was the basis for EU commitments in the GATT (General Agreement on Tariffs and Trade) Uruguay Round. The EU is currently the biggest importer and the second biggest exporter of agricultural products. A new cycle of negotiations in the World Trade Organization  (WTO) is expected to get underway in 1999. 

Further reform of the CAP will be necessary as the European Union prepares to enlarge so that Europe's agriculture production can continue to respect both EU budgetary ceilings and WTO obligations. Under Agenda 2000 – the European Commission's blueprint for managing internal policies after Enlargement - the CAP places more emphasis on competitiveness through lower prices, food safety, rural development, and environmental protection. 

Aviation 

In Europe, unlike the United States, civil aviation was once the domain of the national governments and their flagship carriers. A European aviation market now exists as a consequence of three successive air transport liberalization packages dating back to the late 1980s. The current third package, in effect since January 1993, was extended to Norway and Iceland in July 1994. All European carriers are being forced to compete in aspects of the business like establishment, market access, capacity and fares, and new entrants are finding their way into the market. In 1995, EU member states agreed to grant the Commission a limited mandate to negotiate a common civil aviation area with the United States. 

Common Commercial Policy 

EU member states agree to share sovereignty with the Union in matters of external trade. On trade, the European Commission negotiates on behalf of the Union under a mandate agreed by the member states. When agreement is reached, the Council of Ministers and the European Parliament must give their approval. The European Commission and the Council of Ministers adjust the Common Customs Tariff, guide export policy and decide on trade protection measures where necessary. The EU has played a leading role within the General Agreement on Tariffs and Trade  (GATT) and its successor, the World Trade Organization (WTO). 

Competition (Antitrust) 

An efficient competition policy has always been at the heart of European integration, and it remains vital to the proper functioning of Europe's single market. EU competition policy has a dual objective. On the one hand, specific treaty provisions outlaw agreements among companies to fix prices, market share, production or investment, and prohibit the abuse of dominant positions. On the other, it places national subsidies (state aids) to individual firms or industrial sectors under the Commission's supervision to prevent distortion of the market. 

Since 1989, the Commission has had jurisdiction over larger-scale mergers and takeovers affecting more than one member state and exceeding certain thresholds. The Commission may punish antitrust violators with heavy fines.

Culture 

One of Europe's greatest assets is its cultural diversity, which will never become an area for harmonization among the member states. The Maastricht Treaty gave the EU a role to play in bringing "the common cultural heritage to the fore" while respecting national and regional diversity. The completion of the single market, however, does require some measures related to creative endeavor, particularly as regards cross-frontier television, copyright and the free movement of cultural goods and services. 

Development Assistance 

The European Union, many of whose member states are former colonial powers, has been active in development cooperation since the beginning. The goals of the EU's development policy were formally set out in the Maastricht treaty. They are: fostering sustainable economic and social development in developing countries; promoting their smooth and gradual integration into the world economy; fighting poverty; and helping to consolidate democracy, the rule of law and respect for human rights. 

Today, the EU has cooperation agreements with most developing countries (see Chapter Seven) and is a leading donor of emergency and humanitarian aid. 

Education and Training 

Education and training play a central role in building a highly skilled workforce for a more competitive Europe. While responsibility for academic systems and curricula rests with the member states, the EU has two large-scale education programs to promote cooperation among them. Socrates, with a budget of over $1 billion for 1995-1999 and $1.7 billion  (proposed) for 2000-2006, provides for cross-border mobility of students and teachers; promotion of foreign language competence; and mutual recognition of diplomas, periods of study and other qualifications. 

Leonardo, with a budget of $820 million for 1995-1999 and $1.26 billion for 2000-2006, aims to improve the quality of vocational training; promote exchanges; and promote wider use of information age resources. 

Employment and Social Policy 

Since the foundation of the Union, the standard of living of Europe's citizens has doubled. However, unemployment has remained high in some member states as Europe's economies prepare to launch the euro and begin a new enlargement. Topave the way for a more coordinated European strategy, the 1997 Amsterdam Treaty introduced a new chapter on employment that makes job creation a formal goal of the Union. 

With the removal of barriers within the Union, the drive to complete the single market was accompanied by social legislation to ensure workers a certain standard of health and safety in all member states, and to facilitate vocational training and retraining. A Social Protocol was added to the Maastricht Treaty for the establishment of works councils, equal rights for part-time and full-time workers, and parental leave for men as well as for women. The Social Protocol has been incorporated into the Amsterdam Treaty, giving the Union a greater role in social legislation and giving fresh impetus to initiatives in the social policy area. 

Energy 

Although not a full-fledged common policy, the founding treaties provided for certain common activities in the field of energy. These have included promoting energy research under the EU's R&TD policy, and supporting the establishment of a Trans-European Network (TEN) for Energy by the end of the century. The Union was also instrumental in the creation of the European Energy Charter, which was signed in the Netherlands in 1991. 

Environment 

The EU has developed a substantial body of environmental law to protect against water, air and noise pollution, and to control risks related to chemicals, biotechnology and nuclear energy within the Union. These are supplemented by multi-annual action programs, the most recent of which promotes sustainable development at all levels of society and in harmony with international objectives. The Fifth Environmental Action Program (1992-2000) focuses on five main sectors - industry, transport, energy, agriculture and tourism, and tackles broad issues like climate change, depletion of natural resources and biodiversity, deterioration of the urban environment, coastal zones, and industrial and waste risks. 

A European Environment Agency in Copenhagen was set up in 1993 to provide reliable scientific data and evaluations for those involved in implementing and developing European environment policy. The Agency is open to participation from other European countries. 

The EU is an important actor in international initiatives on the environment. It is party to the Montreal Protocol on Ozone Depletion, the Basle Convention on Toxic Waste, and most recently the Kyoto Protocol on Climate Change. 

The EU's environment policy was officially launched in 1972 and made a treaty subject by the Single European Act (1986). 

Foreign Policy 

The Common Foreign and Security Policy (CFSP) was established by the Maastricht Treaty in 1993. For a fuller description, see Chapter Seven. 

Justice and Home Affairs 

The Justice and Home Affairs policy was established by the Maastricht Treaty. The aim is to strengthen the Union and to create an area of security in which the free movement of persons is guaranteed. Home Affairs cooperation focuses mainly on policy towards non-EU countries in matters of asylum and immigration. Justice mainly involves coordinated measures to combat drug trafficking, and uncover large-scale international fraud and other forms of international crime. 

Europol is one of the first big achievements of the Justice and Home Affairs policy. The Europol Convention, effective in October 1998, makes cooperation among EU national police forces operational. 

The Amsterdam Treaty will make this policy more effective by incorporating the Schengen Agreement into the EU framework. Schengen was concluded in 1990 by France, Germany, the Netherlands, Belgium, and Luxembourg to enable them to remove internal border controls on people without compromising public security. All EU member states except the United Kingdom and Ireland have since joined the Schengen area. 

Regional Development 

Reducing the social and economic disparities among the regions has always been an EU objective - one that has new relevance in the preparations for enlargement towards Central and Eastern Europe. A Cohesion Fund was set up by the Maastricht Treaty with an initial fund of $18.1 billion for 1993-1999 to reduce economic disparities among the member states. Under Agenda 2000, the Commission's endowment to the Cohesion Fund for current EU member states will be around $3.3 billion for the period 2000-2006. 

The Cohesion Fund and three older funds set up in the 1970s – the European Social Fund (ESF), the European Regional Development Fund (ERDF), and the Guidance section of the European Agricultural Guidance and Guarantee Fund (EAGGF)- comprise the Structural Funds. These funds co-finance national projects in areas affected by economic distress or industrial decline. Under Agenda 2000, the Structural Funds will be strengthened and simplified, with more resources going to so-called 'Objective 1' areas whose GDP is below 75% of the EU average. 

Research and Technological Development (R&TD) 

The research efforts of the European Union are covered by the Framework Programs. The Fifth Framework Program, which will run from 1998 to 2002 with a budget of $16.5 billion, concentrates on research activities in four main areas-quality of life and living resources, the information society, competitive and sustainable growth, and preserving the ecosystem. The Fifth Framework Program is also open to the EU membership candidates. 

The Fourth Framework Program (1994-1998) emphasized pre-competitive research on information technologies, energy, and industrial technologies. 

The Framework Programs, which the Maastricht Treaty formally designated as the EU's main R&TD instrument, usually run for five years and set out the Union's main scientific and technological objectives. The EU also supports research at its four Joint Research Centers, as well as up to 50% of the cost of contract research carried out by research centers, universities and companies. 

The original Community's involvement in R&TD was once confined to coal, steel and nuclear energy. The Single European Act provided specific legal powers in this field, which has become crucial to the Union's industrial competitiveness. The Union participates in EUREKA, a Europewide venture aimed at developing new hi-tech products in response to market demand. 

The EU also cooperates with its European neighbors, as well as with the United States and Japan, on a variety of other R&TD projects. The EU-US Agreement on Science and Technology Cooperation was signed in December 1997. 

Telecommunications 

A liberalized telecommunications environment is essential for Europe's economic growth and transition to the information society. The European Union fully liberalized telecommunications, voice telephony and infrastructure on January 1, 1998 and played a key role in the conclusion of the WTO basic telecommunications agreement which took effect in February 1998. In 1998, the EU telecom market was worth about $150 billion and growing at 8.2% each year. Since the EU's liberalization process began, there has been tremendous growth in new technologies and services, e.g. mobile phones, the Internet, and electronic commerce. 
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The European Commission, which hosted the February 1995 G-7 summit on the Information Society, is seeking to ensure that Internet applications like electronic commerce reach their full potential without adverse effects on privacy. A directive on the protection of personal data took effect in October 1998. 

Given the enormous change in this sector, the Commission has signaled a new approach in a Green Paper on the convergence of telecommunications, media and information technology, and the implications for regulation in the EU. 

Transport 

Because of the importance of transport to the free movement of goods, the 1992 single market program introduced market-opening legislation, applicable Union-wide for all modes of transport. Considerable progress has already been achieved in the deregulation of road, air and maritime services, better access to the market and the application of rules of competition. 

Chapter 5: Ties and Tensions: EU Relations with the United States

Transatlantic Relations encompass more than EU-US relations. North America and many EU countries provide for their common security in the North Atlantic Treaty Organization (NATO). The US also maintains strong political, economic and cultural relations with many individual European nations, both within the European Union and elsewhere. Business and economic ties linking the two continents are extremely strong, and there are innumerable other non-governmental organizations linking people and institutions on both sides of the Atlantic. 
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However, it is to the EU as an entity that the US increasingly turns as a partner to share the burdens of world leadership. EU-US relations have thus intensified in recent years. This is partly due to the emergence of the EU itself as a more significant global actor economically and politically, and partly due to less preoccupation on both sides with the overarching security threat that bound Europe and the United States together so strongly during the Cold War. 
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This new geopolitical environment led to changes in the nature of EU-US relations. The 1990 Transatlantic Declaration formally defined EU-US relations immediately after the collapse of communism in Central and Eastern Europe. In December 1995 the New Transatlantic Agenda and Joint Action Plan stepped up this relationship from consultation to joint EU-US action as the basis for partnership in addressing a very wide range of regional and world issues. 

New Transatlantic Agenda 

In December 1995, the Presidents of the European Union and the United States agreed on a comprehensive new Transatlantic Agenda aimed at more effective cooperation and leadership in areas ranging from trade liberalization to security and humanitarian assistance.

This strategy is based on an Action Plan built around four main principles-promoting peace, development and democracy; responding to global challenges; contributing to expansion of world trade; and building bridges across the Atlantic. The Action Plan builds on the 1990 Transatlantic Declaration which formalized official contacts between the United States and Europe: 

- twice yearly consultations between the Presidents of the United States, the European Council and the Commission

- twice yearly consultations on foreign policy between the US Secretary of State, the fifteen EU Foreign Ministers (or the Presidency acting on their behalf) and the Commission

- twice yearly ministerial-level or "sub-cabinet" meetings between the US Government and the Commission

- twice yearly meetings between delegates representing the European Parliament and US Congress. 

In addition, there are frequent EU-US consultations at working levels on foreign policy matters. Also a Senior Level Group of officials oversees implementation of the NTA, supported by a task force of officials and experts from both sides who remain in virtually continuous contact, drawing in experts as necessary from a wide range of government departments and agencies on both sides. 

People-to-People Contacts 

An important goal of the NTA is to stimulate new people-to-people links to strengthen the fabric of transatlantic relations among citizens. Dialogues have thus been launched among business people, labor unions, and consumers. A People-to-People conference was jointly arranged by the EU and the US in June 1997 to build new bridges between citizens across the Atlantic. 

A new NGO, the Transatlantic Information Electronic Service (TIES), grew out of the conference. The TIES web site  (http://www.tiesnet.org) provides an on-line information clearing house for those on both sides of the Atlantic who are interested in education, the environment, public health, the global economy, and consumer affairs, and many other fields. To promote understanding of the EU and to stimulate transatlantic exchanges, the EU is funding a new network of ten EU Centers in universities around the United States (http://www.eucenters.org).

NTA Actions 

The NTA provides a framework for constructive partnership between the EU and the US in four main areas  (see page 20). Although the two sides do not always agree on goals or the means to achieve them, they do share close or identical views on large areas of policy. Both sides recognize that partnership is needed to pursue their shared interests in world peace, security, prosperity and sustainable development, and in containing new threats to stability and security around the globe. The NTA also provides a forum to address bilateral disputes. The twice yearly EU-US Summit meetings drive progress or cement agreement on joint NTA actions.

NTA Joint Actions 

Actions the EU and US have taken together since the NTA was launched in December 1995 (not all attributable directly to the NTA) include: 

Successful joint efforts to promote world trade liberalizing international telecommunications services, financial services, and trade in advanced technology products  Reconstruction aid in the Former Yuogoslavia  Joint efforts to underwrite the Middle east Peace Process  EU participation alongside US in KEDO, to promote military denuclearization in North Korea  Contributing together to the building of civil society in Eastern Europe  Joint awards for democracy building in Central and Eastern Europe  High level coordination and on-the ground liaison on economic development and humanitarian assistance in numerous developing countries  Agreement to limit precursor chemicals to restrain illicit drug production  Mutual recognition agreements for the inspection and certification of products  Cooperative drug enforcement programs in the Caribbean and South America  Agreements on Higher Education and Science and Technology cooperation. 

Details of these and other actions under the NTA are in the Senior Level Group reports issued every six months for the EU-US summits, available on this web site. 

How Do Tensions Arise and How Are They Resolved? 

Although the vast majority of transatlantic contacts are cordial and productive, various sources of friction have arisen over time. In matters within the authority of the European Commission, negotiations take place between the Commission and the US Administration to try to resolve disputes. When appropriate the Presidency also takes part in negotiations with the US on behalf of the EU. In the past there have been negotiations to resolve disputes for example in agricultural trade, aircraft manufacturing and steel products over such issues as import quotas or state subsidies. 

New technologies can give rise to friction as a result of different regulatory responses on each side of the Atlantic to the development of new food or pharmaceutical products, for example. There can be different ways of evaluating scientific evidence and applying it to the regulation of new products to satisfy consumers regarding safety, environmental effects, and other concerns. Efforts to arrive at common procedures to regulate electronic commerce are another source of potential disagreement. 

Friction may also arise as competition (anti-trust) authorities on both sides rule on multinational corporate mergers, joint ventures, or other corporate relationships that might trigger enforcement of competition rules. Such cases have come into prominence - the Boeing-McDonnell Douglas merger is a noteworthy example - with the globalization of manufacturing and service industries and the growing phenomenon of multilateral or global corporate alliances. 

A "Positive Comity" Agreement signed on June 4, 1998 enhances existing bilateral antitrust cooperation in place since 1990, and provides that either the EU or US may request the other to take action against anticompetitive behavior occurring in its territory. European Commissioner Karel Van Miert has also proposed that a multilateral agreement on competition rules be established through the World Trade Organization. 

Trade sanctions imposed on a third country for foreign policy reasons are another source of dispute. Although the EU shares many of the foreign policy goals of the US towards the countries concerned, the EU objects to unilateral trade sanctions with the assertion of extraterritorial jurisdiction applied by the US under the so-called Helms-Burton and Iran Libya sanctions acts on European companies doing business lawfully under EU laws in Cuba, Iran or Libya. 

President Clinton, Prime Minister Blair as EU President, and President Santer agreed at the EU-US summit in May 1998 a package of measures to resolve EU-US disputes arising from the Helms-Burton and ILSA laws (see box below for more information). Legislation will be required to fully implement the summit agreements.They also launched a new initiative, the Transatlantic Economic Partnership, to eliminate or reduce many of the remaining barriers to the free flow of commerce across the Atlantic. 

Resolving Tensions: Extra territoriality and EU Opposition to US Sanctions Policy

Like the United States, the European Union is fully committed to promoting peace, democracy and respect for human rights, and to combating terrorism and the proliferation of weapons of mass destruction. However, the EU has been concerned by the extraterritorial application of US policy through the Iran Libya Sanctions Act (ILSA) and the Cuban Liberty and Democratic Solidarity Act, also known as "Helms-Burton."

Adopted in 1996, ILSA and Helms-Burton seek to restrict international trade and investment by threatening US penalties upon third parties. In the case of Helms-Burton, the US denied entry visas to the executives of foreign companies and their families judged to be 'trafficking' in US property confiscated after the Cuban revolution (Title IV). Helms-Burton also sought to promote a 'secondary boycott' of Cuba, effectively extending the US embargo to third parties by allowing private claims to be filed for compensation and punitive damages against alleged foreign 'traffickers' through the US Court system (Title III). 

Although the EU supports the objectives of US policy, it opposes any unilateral attempt by the US Congress to determine how non-US authorities should conduct their relations with other countries. In October 1996, the EU submitted a request to create an expert panel within the World Trade Organization (WTO) to determine whether Helms-Burton violated US obligations under international trade law. Despite US objections, a WTO review panel was established in February 1997. 

Before the review panel could conclude its work, however, an interim compromise was reached in April 1997. The two sides agreed to work toward a global accord on protection of expropriated property (and on secondary boycotts) in the framework of the Multilateral Agreement on Investment, and to pursue a joint approach to these issues in Cuba specifically. The US administration also agreed to seek changes in certain provisions of Helms-Burton. 

This compromise led to the signing of the "Understanding with Respect to Disciplines for the Strengthening of Investment Protection" and other documents at the May 1998 EU-US Summit in London. On Helms-Burton, both sides agreed on disciplines to strengthen investment protection and to deter and inhibit future investment in illegally expropriated property in Cuba. These measures will apply if the US Congress modifies Title IV of the legislation to allow the President to exercise waiver power, and as long as a waiver for Title III remains in place. On ILSA, the US announced and has subsequently reaffirmed its intention to waive sanctions against EU companies.

Close and effective partnership requires an ability to resolve differences. While trade sanctions, bananas, genetically modified organisms (GMOs), export subsidies and other issues can generate highly publicized tensions, most of the EU-US economic and political relationship is characterized by cooperation and mutual benefit. An 'early warning system' established by the Transatlantic Economic Partnership to share information on legislative and regulatory initiatives will help to contain future disputes, particularly in the area of food safety. Richard Morningstar, US Ambassador to the EU, has noted that: "we can't forget that the overall relationship between the United States and Europe and the EU is excellent, we have a trillion dollars of investment and in trade, going both ways, that goes unfettered. And we're going to have issues, at various times, and we have to be sure that these issues don't take over the whole relationship, and that we look to have constructive solutions, and it's encouraging that that's what we are seeing, with a new Commission and a new Parliament." 

EU-US Economic Relations 

The European Union and the United States together account for more than 30% of world trade. They also represent almost 60% of the industrialized world's Gross Domestic Product (GDP). EU-US trade in goods is balanced, with bilateral flows amounting to $348.2 billion in 1998. The EU took in 24.8% of total US exports and provided 18.9% of US imports, while the US took 22.3% of EU exports and provided 18.8% of EU imports. The Union is also the biggest export market for US farm products. 
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EU-US Investment 

The EU and the US have a high and steadily increasing level of direct investment by their companies in each other's economies. Cumulative direct investment by EU firms stood at $481.7 billion in 1998 (59% of the total foreign direct investment in the US), while American firms had investment worth $433.7 billion in the EU. About three million jobs on each side depend on that investment. 

The Transatlantic Business Dialogue (TABD) brings US and EU business and political leaders together at summit level twice a year.
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Chapter 6: Building the New Europe

As new member countries joined in the seventies, eighties and nineties, the European Union grew from six to fifteen member countries in its first four decades. Looking ahead, the Union expects to grow to more than twenty-five member countries in the early years of the next century. For the first time in history, nearly all the people of Europe will be joined in a single Union by free and democratic consent. Heralding the new Europe, the EU launched a European Conference in March 1998, to provide a common forum for all the countries seeking to join the Union to address problems of mutual concern. 

The European Union is also forging stronger relations with its neighbors to the East, West, and South, whether or not they will eventually join the Union. The goal is to improve prosperity, political stability, security, and respect for democracy, the rule of law, and human rights in the European region as a whole. The final architecture of Europe is not yet set, nor is the European Union the only entity helping to shape the new Europe. But the EU plays a pivotal role in shaping post Cold War Europe. As it continues to deepen and widen, the Union will likely play an ever more prominent role on the continent in the twenty-first century. 

Future European Union Enlargement 

In March 1998 the EU opened talks on full membership with six Countries - Cyprus, the Czech Republic, Estonia, Hungary, Poland and Slovenia. Efforts were stepped up to help the remaining candidates prepare for membership. Although formal negotiations on membership began with only six countries, the EU emphasized that the process is inclusive. Other countries may catch up or overtake those beginning the negotiations if annual assessments by the Commission of the state of readiness of each country show that sufficient progress is being made. 

Joining a highly integrated Union is inherently complex, and most of the applicant countries must continue to make far-reaching economic, political and social adjustments following the end of communism. Inevitably, therefore the process will take much longer than the enlargement of NATO to some of the same countries in Central and Eastern Europe. 

Agenda 2000 

Agenda 2000 reinforced the pre-accession strategy under which candidate countries receive increased aid, participate in certain EU programs and adapt to EU procedures in anticipation of membership. EU and member state aid to Central and Eastern Europe is expected to total $85 billion for the period 1990-1999. This is approximately equivalent in today's dollars to the $13.2 billion in US Marshall aid for the reconstruction of Europe after World War II. 

In July 1997, the Commission completed an exhaustive review of the state of readiness of the applicant countries for full membership, publishing its findings in a three-volume report, known as Agenda 2000: For a Stronger and Wider Union. The Commission concluded that none of the 10 Central and East European applicants was ready for full membership under criteria adopted at the 1993 Copenhagen European Council, but five were sufficiently advanced along the path to open negotiations. 

In addition, Cyprus (see below) had previously been offered negotiations in this round.

The purpose of Agenda 2000 was twofold: to prepare the candidate countries for membership and to prepare the EU and its institutions for the biggest and most challenging enlargement in its history. After two years of intensive debate, EU leaders meeting in Berlin in March 1999 approved the Agenda 2000 strategy. This includes reforms of the Common Agriculture Policy (CAP), the Structural Funds, the EU decision-making procedures, and a financial package totaling $230 billion for the years 2000-2006 in preparation for the enlargement. 


Cyprus, Malta and Turkey 

Negotiations with Cyprus for membership of the EU began in March 1998, along with five countries from Central and Eastern Europe. The European Council decided in 1995 that the next phase of EU enlargement would include Cyprus and Malta. The EU would like representatives of both communities in Cyprus to take part in the accession negotiations and hopes that the negotiations will contribute to efforts under United Nations auspices to resolve the dispute dividing the island. Malta's application was frozen by a new government in 1996 but reactivated after another change of government in September 1998. 

Although the EU has decided that Turkey does not yet meet all the criteria for full membership of the Union, it has frequently reaffirmed Turkey's eligibility for EU membership. Turkey applied for full membership in 1988, but the Commission recommended an alternative path, including steadily closer economic relations, a strategy that both sides are implementing. Since 1995, the EU and Turkey are joined in a Customs Union that provides for enhanced economic cooperation. An accompanying financial protocol has not yet been implemented, but efforts are continuing to bring it into force. In 1998, the EU invited Turkey to participate in the launch of a high level European Conference on issues including transnational organized crime, foreign and security policy, regional cooperation and economic and social policy. So far, Turkey has chosen not to participate in the forum. In August 1999, following a devastating earthquake in Turkey, the EU immediately responded with humanitarian assistance.

Russia and Its Neighbors 

The EU is forging a network of far-reaching partnerships with countries of the former Soviet Union and is at the forefront of international efforts to support them in carrying out political and economic reforms. To this end, it has signed Partnership and Cooperation Agreements  (PCAs) with Russia, Kazakhstan, Kyrgyzstan, Ukraine, and Belarus. These provide for political, economic and trade relations and lay the basis for cooperation in the social, financial, scientific, technological and cultural fields. Ratification of the Partnership and Cooperation agreement with Russia was delayed by European objections to Russian conduct of the conflict in Chechnya, but it finally came into force in December 1997. The first Cooperation Council under the new agreement was held in January 1998, yielding agreement on a comprehensive work plan for the short and medium terms. 

The EU is the major trading partner for Russia and most of the newly independent states, accounting for 40 to 50% of their global trade. In 1996, EU imports from the Commonwealth of Independent States ($31.1 billion) were five times greater than the comparable US figures  ($6.75 billion). The PCA with Russia provides for talks on the possibility of free trade with Russia, as part of the EU's vision of liberalizing trade throughout the continent. Building on the PCA, a new EU Common Strategy on relations with Russia was adopted in June 1999. 

European Economic Area (EEA) 

Special arrangements are in force for West European countries outside the Union. The European Economic Area extends the EU single market to members of the European Free Trade Association. Created in 1994, the EEA is a single market of the EU and three European Free Trade Association (EFTA) countries. The EU and EFTA act separately in cases concerning anti-dumping trade sanctions and in international trade negotiations. 

EEA members share the EU's single market legislation for the removal of physical, technical and fiscal barriers to trade, and abide by EU legislation in such fields as competition policy  (anti-trust, mergers, public procurement and state aids), company law, consumer protection, environment, research and development, education, social policy, mutual recognition of professional qualifications, and contributions to EU structural funds. 

EFTA was formed in 1960. The EEA included six of its member countries, three of which joined the EU as full members in 1995. EFTA's remaining members are Iceland, Liechtenstein, Norway, and Switzerland. In a 1993 referendum, Switzerland decided not to join the EEA. 

Euro-Mediterranean Partnership 

The European Union drew up a comprehensive Mediterranean Strategy at a major conference with its southern neighbors in Barcelona in November 1995. This strategy supports the Mediterranean countries in their efforts to transform the region into an area of peace, stability, democracy, and prosperity, and also seeks to create a Euro- Mediterranean free trade area by 2010. The Union committed over $5 billion in 1995-1999 for economic development in the Mediterranean region, with lending of the same magnitude provided by the European Investment Bank (EIB).

The Euro-Arab Dialogue launched in 1975 covered such areas as technology transfer, investment incentives, trade cooperation, agricultural development, labor problems and cultural exchanges. More recently, the EU-GCC Joint Councils have furthered EU cooperation with the Arab states of the Gulf. The EU is also the largest donor to the Middle East peace process. From 1994 to 1998, the EU and its member states provided $2.3 billion in aid and technical assistance to the Palestinian Authority and the United Nations Relief and Works Agency. 

Projecting Stability 

The EU is itself the product of the reconstruction and reconciliation that followed World War II and as such is a model for South East Europe. For the past decade, the EU has been helping countries in the region to rebuild their economies and rejoin the mainstream of European development. 

To promote long-term peace and prosperity in South East Europe (SEE), the EU is pursuing a new Regional Approach aimed at building cooperation among the five former Yugoslav republics (including Yugoslavia, on fulfillment of certain political conditions) plus Albania. The EU now hopes to draw these countries closer to the EU institutions through new negotiations on Stabilization and Association Agreements (SAA). These aim at developing existing trade ties, reforming political and economic institutions in the SEE countries, and preparing them for eventual EU membership. 

Multilaterally, the EU is playing a leading role in the Stability Pact for South Eastern Europe, which began as an EU initiative, and was launched internationally in Sarajevo in July 1999. In the international effort to rebuild Kosovo, the Commission has contributed $15.7 million to the UN Mission in Kosovo (UNMIK). 

Together with the World Bank, the Commission assessed the reconstruction needs and hosted a First Donors Conference in Brussels in July 1999. More than half of the $2.1 billion in aid pledges comes from the EU and its member states. EU support of $500 million a year is envisaged for 2000-2002. A new European Agency for Reconstruction will implement the aid. 

Beyond Kosovo, the EU continues to support democracy and economic reform in Central and Eastern Europe through PHARE, which is the largest technical assistance program in the region. To date, some $11 billion have been committed for projects related to government and private sector reform. Since 1991, TACIS (Technical Assistance to the Commonwealth of Independent States) has also provided aid to 12 countries of the former Soviet Union, plus Mongolia.

Chapter 7: Europe in the World

The EU plays an increasingly important role in world affairs. Far-reaching economic and political changes on the Union's doorstep and in other parts of the world call for new European responses. 

While the EU has always had relations with other countries, a Common Foreign and Security Policy (CFSP) did not exist until 1993 when the Maastricht Treaty took effect. In the early days, external relations were the consequence of trade or, in the case of former territories and colonies, of development aid programs that have since been expanded to cover most developing countries. Foreign policy matters were handled in a purely intergovernmental process called European Political Cooperation (EPC). Although largely declaratory, EPC was an important step. Over the past two decades, the EU has forged a dense network of international relationships whose purpose extends well beyond commercial ties and development cooperation to include, for example, political dialogue, support for democracy and investment cooperation. 

Asserting the EU's New Role in the World – CFSP 

Deeper EU integration over the past decade has given the Union new statutory responsibilities in world affairs as well as tools for exercising them. With the creation of the Common Foreign and Security Policy in 1993, member states can now coordinate policy which is consistent and which asserts the EU's inherent political identity. 

CFSP decision-making procedures are intergovernmental, different from those governing external economic relations. Heads of State and Government in the European Council agree common strategies and objectives to be achieved in areas where member states have important shared interests. Foreign ministers of the member states decide the specifics. The European Commission participates in all discussions, can make proposals, and has a right of initiative. The European Parliament is regularly consulted but has no direct powers. 

Launched as the Balkan crises unfolded, the CFSP has faced tough challenges-and some criticism-from the outset. The Amsterdam Treaty has introduced significant improvements to its functioning:

- The appointment of a High Representative, Javier Solana (pictured below), who personifies the EU's foreign and security policy for the first time. He is also Secretary General of the Council, where the CFSP is formulated

- The creation of a new planning and analysis secretariat to assist the Council. It is staffed by officials from the Council, the Commission, member states, and the Western European Union (WEU)

- The introduction of majority voting for CFSP in some areas

- Member states not willing to participate in a particular foreign policy or security action may in future stand aside without holding back the rest of the Union ("constructive abstention"). 

At the Cologne summit in June 1999 EU leaders decided to put in place over the next 18 months decision-making procedures for an EU defense policy, and to develop capacities to undertake operations. For defense operations, the EU will use NATO assets or the separate military assets of EU member states. The Amsterdam Treaty provides for security roles such as peacekeeping, monitoring, and conflict prevention, to be carried out by the Western European Union (WEU). It is now planned to fold the WEU into the EU itself. The Maastricht and Amsterdam Treaties made clear that the eventual development of an EU defense capacity will occur under the aegis of NATO. Under the new arrangements the EU remains committed to working within NATO to preserve the security of Europe and the North Atlantic. NATO endorsed the proposed new arrangements at its Washington summit in April 1999. 

Under the CFSP, the EU has taken many initiatives in the former Yugoslavia, providing the lion's share of humanitarian assistance, launching diplomatic efforts for peace, sending monitors, administering and policing the town of Mostar in Bosnia, and providing peacekeeping troops from member states. Together with the United States the EU helped forge the Bosnia peace settlement in 1995, and is playing a leading role in the international reconstruction effort both there and in Kosovo. Together with the World Bank, the European Commission organized the First Kosovo Donors Conference in Brussels in July 1999. The EU is also playing a leading role in the Stability Pact for South Eastern Europe, an initiative of the German EU Presidency launched officially in Sarajevo in July 1999. Following 'Amsterdam,' the EU is adopting common strategies towards Russia, the Western Balkans and other regions.

Leadership in the Global Economy 

The EU has always been a strong advocate of free trade. EU customs duties on industrialized goods are among the lowest in the world. The EU's capacity to play a leadership role in global negotiations to liberalize world trade over the last 30 years has been crucially shaped by its common commercial policy. The Treaty of Rome required member states to adopt common tariffs, liberalization, export promotion and trade policies. They have had to speak with one voice during all of the most important developments in international trade over the last 30 years. Other countries have listened. 

World Trade Organization (WTO)-The EU has negotiated a series of trade packages under the General Agreement on Tariffs and Trade (GATT), most recently the Uruguay Round, which was implemented in 1995 and included the creation of the WTO. The EU has called for another round of liberalization talks at the turn of the century. Meanwhile the EU took a lead along with the US in helping to forge global agreements to liberalize telecommunications and financial services and technology trade. 

Quadrilateral Talks-The EU meets with the United States, Canada, and Japan to discuss trade problems, and often to pave the way for global liberalization, in the annual Quadrilaterals, which were initiated in 1981. 

Canada-Links between Europe and Canada have traditionally been close. Bilateral trade exceeds $21 billion and the EU is the second most popular destination for Canadian foreign investment after the United States. In 1976 a commercial and economic agreement, the first with an industrialized country, established mechanisms for cooperation in areas such as trade, industry and science. The Joint Political Declaration on EU-Canada Relations and Joint EU-Canada Action Plan adopted in December of 1996 address a broad range of bilateral and multilateral issues. Japan-This relationship has been dominated for years by the Union's trade deficit with Tokyo. Japan exports to Europe almost 50% more than Europe exports to Japan. While keeping up pressure on Japan to remove non-tariff barriers, the Union has also sought to deepen and extend cooperation beyond the field of trade. A joint declaration on EU-Japan relations in 1991 lists shared objectives in the political and economic fields and establishes a consultation framework including annual meetings between the presidents of the European Council and the Commission, and the Japanese Prime Minister. Cooperation now takes place across a wide range of areas, including science and technology, competition policy, development assistance, environmental policy, industrial policy, industrial cooperation, macroeconomic and financial affairs and transport. 

External Relations Commissioner Christopher

Patten Cooperation With Developing and Newly Industrialized Countries 

The EU is strongly committed to providing aid and technical assistance for economic development. The Union and its member states are now by far the largest aid donors in the world. Trade relations are characterized by the Generalized System of Preferences (GSP) under which developing countries are allowed duty-free exports of a large range of finished and semi-finished goods to the Union. 

Africa, Caribbean and Pacific-The Lomé Conventions link the EU to 71 African, Caribbean and Pacific (ACP) countries, which act as a group in a stable legal framework for development cooperation and dialogue. A new Convention is currently under negotiation. Under the Fourth Lom‚ Convention, aid from the EU and its member states approached $19 billion for 1996-2000 and amounted to $15 billion for 1990-1995. The Convention frees the ACP countries from customs duties on 94% of their exports to the EU, with no reciprocal concessions for EU exports. It has also set up systems for the stabilization of export earnings (STABEX) and to help the ACP countries maintain their mineral export potential (SYSMIN). 

Asia-EU policy is embodied in a set of recommendations intended to stimulate a more coordinated, proactive strategy, published by the Commission under the title Towards a New Asia Policy and endorsed by the European Council at Essen in December 1994. 

Priorities are to: 

- strengthen Europe's economic presence in the Asian market, assist former state-trading Asian countries to embark on economic reforms, and promote scientific cooperation 

- generate political dialogue to bring the Asian countries into the international community, control the proliferation of nuclear and chemical weapons, and promote respect for human rights and 

- combat poverty and improve primary education, health care, and the environment. 

The first 25-nation summit between EU and Asian leaders was held in Bangkok in 1996 to help implement the new strategy and broaden economic and political relations. A second summit was held in London in 1998, and the next will be in the Republic of Korea in 2000. 

The EU was at the forefront of international efforts to resolve the Asian financial crisis, and Europe's role has increased since the launch of the euro in 1999. 

China-The EU's China strategy is laid out in Building a Comprehensive Partnership with China, a Commission proposal endorsed by the EU's fifteen governments in June 1998. It emphasizes the importance of engaging China further, through an upgraded political dialogue, and advocates the gradual integration of China into the world economy together with the promotion of democracy, the rule of law and human rights. 

ASEAN-The EU is ASEAN's second largest export market and third largest trading partner after Japan and the US. Through the ASEAN Regional Forum established in 1994, the EU and other dialogue partners join the 10 members of the Association of South-East Asian Nations in constructive dialogue on political and security issues in the Asia-Pacific region.

Latin and Central America-The EU is a leading trading partner and source of development aid to Latin and Central America. Taking 20% of the region's exports, it has trade and economic cooperation agreements with several Latin and Central American countries and has instituted political dialogues to promote democracy, peace and economic development in Central and South America. A 'Global Agreement' for economic partnership and political coordination was signed with Mexico in December 1997, and an EU-Mexico free trade agreement is being negotiated. In June 1999, the first Rio Summit brought together leaders from the EU, Latin America and the Caribbean for the creation of a new political dialogue, strengthening of economic and trade ties, and cooperation on cultural, education, and human rights issues within Latin America and the Caribbean. The EU has also contributed more than $200 million in humanitarian assistance to the Hurricane Mitch relief effort, with a further $270 million proposed for reconstruction aid. 

Milestones on the Road to European Integration

May 9, 1950  Robert Schuman proposes pooling Europe's coal and steel industries.

April 18, 1951 European Coal and Steel Community (ECSC) Treaty signed.

March 25, 1957  European Economic Community (EEC) and European Atomic Energy Community (Euratom) Treaties signed.

April 8, 1965 Treaty merging the institutions of the three European Communities signed.

July 1, 1968  Customs Union completed 18 months early.

January 1, 1973  Denmark, Ireland and the United Kingdom join the Community.

February 28, 1975 First Lóme Convention with African, Caribbean and Pacific (ACP) countries signed.

March 13, 1979  European Monetary System (EMS) becomes operative

January 1, 1981  Greece joins the European Community.

June 29, 1985 European Council endorses "White Paper" plan to complete single market by end 1992.

January 1, 1986  Spain and Portugal join the Community.

July 1, 1987  Single European Act enters into force.

June 26-27, 1989  Madrid European Council endorses plan for Economic and Monetary Union.

October 3, 1990  The five Laender of the former German Democratic Republic enter the Community as part of a united Germany.

October 21, 1991  European Community and European Free Trade Association (EFTA) agree to form the European Economic Area (EEA).

December 11, 1991  Maastricht European Council agrees Treaty on European Union.

December 16, 1991  Poland, Hungary and Czechoslovakia sign first Europe Agreements on trade and political cooperation.

January 1, 1993  European single market is achieved on time.

November 1, 1993  Treaty on European Union enters into force after ratification by the member states.

January 1, 1995  Austria, Finland and Sweden join the European Union.

June 17, 1997  Treaty of Amsterdam is concluded.

March 12, 1998  European Conference in London launches Europe-wide consultations on issues related to Common Foreign and Security Policy and Justice and Home Affairs.

March 30-31, 1998  EU opens membership negotiations with Cyprus, Czech Republic, Estonia, Hungary, Poland and Slovenia

May 2, 1998 Eleven EU member states qualify to launch the euro on January 1, 1999.

July 1, 1998  European Central Bank inaugurated in Frankfurt,Germany.

January 1, 1999  EMU and euro launched in eleven EU countries.

September 15, 1999  European Parliament approves new Commission led by Romano Prodi.

January - July, 2002  The euro will become legal tender and permanently replace national currencies in EMU countries.
The Transatlantic Business Dialogue (TABD) brings US and EU business and political leaders together at summit level twice a year.
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