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I thank you for the honour of giving the inaugural public policy speech of Rand Europe. Well established research institutes look at long term perspectives. But as you may imagine, it is hardly possible to predict the state of affairs in Europe in 2015. The future always harbours events and developments nobody thought of before. Who could have imagined that the World Trade Centre in New York, the symbol of market oriented progress, would collapse one day after a terrorist attack? 

One doesn’t have to go to the United States to discover the enigmatic nature of politics. Hardly anyone has foreseen the events that took place in The Netherlands in the past six months. On the second of February the streets of the Dutch cities were orange coloured and people expressed their joy on the day of the Royal wedding. The Netherlands appeared to be a happy country and the outside world perceived it as the successful Poldermodel. In May the Dutch political landscape was subject to a profound shock, if not an earthquake. Holland witnessed its first political murder since 1672, the incumbency was voted out and the widely praised Poldermodel lost its fame. Although long term developments may be depicted, one single event may change the political agenda for years to come.

Current Developments

Some current developments will shape the future and entail long lasting consequences.

- The world population in 2015 will be 7,2 billion, up from 6,1 billion in 2000. Ninety-five percent of the increase will occur in developing countries, nearly all in expanding urban areas. China and India may become the main centres of economic growth. 

- In most European countries fertility rates go down while the population is ageing rapidly. This development in particular casts gloom over the sustainability of future pension schemes. 

- The high degree of immigration over the past twenty years will reshape the social structures of major European cities. At the moment a third of the population of Amsterdam and Rotterdam is of foreign descent. In 2015 this will be more than half. In certain urban areas Islam will become the main religion.

- Sustained global economic growth, along with population increases, will drive a nearly 50 percent increase in the demand for energy over the next 15 years. Total oil demand will increase from roughly 75 million barrels per day in 2000 to more than 100 million barrels per day in 2015. Over this period the demand for natural gas will increase by 100 percent.

At the moment the European Union is a global trading power ensuring a respectable degree of wealth and prosperity for its citizens. The economic dimension of European integration has been a success because it was based on a liberal market economy. European integration was the most liberal project for which the liberals were never credited. In particular the creation of the Internal Market, the introduction of the common currency and the implementation of European competition policy have ensured the driving force for the wealth of European nations.

At the European Council in Lisbon, in March 2000, the Heads of States and Governments have formulated the ambitious political and economic aim of becoming the most competitive, dynamic and knowledge oriented economy in the world. Although the Lisbon agenda makes slow progress, this ambition ought to be set in stone because it ensures future economic growth.

A Regional Power

The European Union is a regional power in terms of foreign and defence policy. It is overshadowed by the military power of the United States and often finds it difficult to present a common position. Recently a journalist summarised the current international order as follows: ,,The US fights, the UN feeds and the EU funds’’.

A strong and credible foreign policy must satisfy a few conditions:

- strong and unequivocal political leadership

- an operational military capacity; and

- a supportive public opinion.

Only a single member state, Great Britain, recently met these conditions and has consequently been able to contribute to the military operation which led to the downfall of the Taliban regime in Afghanistan. Most European states keep their military operations confined to peacekeeping  within the European region, for example in the Balkans. Even then leadership by the US was required. Would European countries have taken up arms against the regime of Milosevic if American leadership had been absent?

Enlargement

The scope for global European action will be limited because the enlargement of the Union will absorb most of its political and economic capacity. In my view enlargement is a necessary and desirable process to overcome the effects of the European division during the Cold War. Enlargement will generate an impetus for economic activity in the current fifteen Member States and promote prosperity in the accession countries, although one should not underestimate the problems of structural adjustments.

After the fall of the Berlin Wall it looked as if about three or four Central European countries would constitute the first wave of accession. They were expected to transpose and implement the acquis communautaire properly. Enlargement was outlined as a gradual process in which economic fundamentals would prevail.

This process was accelerated, fuelled by political pressures. At the December 1999 European Council in Helsinki European leaders decided to open possible accession to all candidate Member States. 

Jacques Delors called this a ,,fuite en avant’’. 

In the course of 2004 ten Central and East European countries will accede. Bulgaria and Romania will follow a few years later. The succession countries of the former Yoegoslav federation also are lining up for membership. And finally Turkey has been formally recognised as a candidate.

Whatever the effects in the short and in the long term, the process of enlargement will dominate the political agenda of the European Union for years to come. The Union has to prepare itself for membership of about 35 countries which will seriously affect the mechanism of decision taking and the financial arrangements, in particular the Common Agricultural Policy and of the Structural Funds. This effort will without doubt consume most of the Union’s political strength and may produce an inward looking mentality.

Scenarios

Let me now proceed to some models of European integration which have been elaborated by researchers at the Clingendael Institute in their report ,,Europe on the threshold of the 21st Century’’. 

I do not think history evolves through prefab models and scientific schemes. History has always been a complicated process of unpredictable human activity in a changing environment. Human activity should be distinguished from results attained in scientific model building. At the beginning of the nineteen seventies the Club of Rome predicted economic chaos and environmental disaster in the year 2000. Yet the year 2000 marked a period of incessant growth, technological innovation and environmental improvement.

But models do stimulate our reflections on the future and provide us with likely factors which will impose themselves in the course of time.

Europe in Tutelage

- The first model the researchers depict is the ,,Europe in Tutelage’’. What does it mean? Integration of the EU will continue but in the field of security Europe will remain the junior partner of the US. If current trends continue unabatedly the US will remain the commanding leader of the world and the enlarged European Union will be confined to diplomatic meetings, rather than to military actions. In the field of security Europe therefore remains a regional power.

Muscular Europe

- The second model shows a ,,Muscular Europe’’, which develops an independent political and military entity under Franco-German and British leadership. A ,,Muscular Europe’’ presupposes an unequivocal political will to act, a credible military capacity and a supportive public opinion, as set out above. So far, only the UK appears able to meet these requirements but on a low level compared to the US. Furthermore, France focuses rather on diplomatic efforts than on military action and Germany is still caught up in psychological constraints in case of military action, in particular outside the area defined by the NATO treaty.

It is also unlikely that European public opinion is willing to dedicate the same financial means to the establishment of a globally operating military apparatus as the American people. 

Europe in Shambles

- The third model is described as ,,Europe in Shambles’’. In this scenario the EU will disintegrate and fall victim to the old reflexes of power politics. This model requires adequate reflection. 

At the horizon of an enlarged Europe there is the prospect of a vast area of economic growth combined with political stability but also the  danger of institutional deadlock and political chaos. 

It may be that at the moment Europe is at the apex of its political integration which will from now on move towards deadlock. Will a European Union with 35 member states become an economic Council of Europe? Or a mini United Nations? Or simply a free trade area? Will it  be able to take difficult decisions in moments of crisis? 

Many fear that the process of integration will become deadlocked if current institutional arrangements and financial frameworks are not sufficiently changed. A ,,Europe of Shambles’’ is the nightmare of every thinking European.

Mercantilist Europe

- The fourth model depicts a ,,Mercantilist Europe’’ which develops into a trading bloc that shields itself from the outside world in order to preserve its high level of social security and ecological standards. But I don’t think a ,,splendid isolation’’ would work for the European Union. Our economy is too dependent on the import of energy and relies too much on the export of goods and services. Isolation would only lead to economic dehydration. By shielding itself from the outside world Europe would undermine the very foundations of social security which can only be sustained by a growing, open and globally operating economy.

Globalised Europe

- In the fifth and last model the researchers present a ,,Globalised Europe’’ in which the European Union dilutes into a pan European free trade zone which forms part of a multilateral and peaceful world system. 

There is a contradiction in this model.

At the moment the European Union is a legal community to which certain powers have been transferred, for example by the establishment of the Internal Market, the control over a common currency, competition policy or foreign trade policy. A dilution of the Union into a mere free trade zone might affect the community of laws and risk fragmentation and disintegration. 

A diluted European Union, deprived of its legal framework, would not possess the political strength to work towards a multilateral, peaceful world system. It might then turn into an element of uncertainty itself. It might foster trade conflicts, state intervention and protectionism, which are ultimately detrimental to economic growth.

Not all future developments may be reflected in one single model. But the model of a ‘Europe in Tutelage’ in the field of foreign and defence policy seems more likely than that of a ‘Muscular Europe’. Europe will probably remain a regional military power.

However, Europe is certainly a global trading power. That is the very basis of its success. But, in view of the enlargement, a process of dilution towards a free trade zone is not fully excluded and this may lead to the third model: a ‘Europe in shambles’. This prospect is precisely the reason why the European Union must remain a Community of laws and stick to the Community method.

The People

In all these models there is one element that isn’t mentioned: the peoples of Europe. We have arrived at the stage where we ought to say: ,,It is the people, stupid.’’ 

European integration has so far been the result of arduously working politicians and civil servants. But the process is no longer underpinned by popular support as once it was.  The more European integration proceeds, the more people start to grumble. A growing number tend to reject what we try to achieve. The Danes said ,,No’’ to the Euro. The Irish said ,,No’’ to the Treaty of Nice. The Swiss said ,,No’’ to a possible accession to the European Union. There is a growing popular discontent both in the current Member States and in the candidate Member States. The more ‘Brussels’ grows the more people look for their own identity, their roots. One day we may even come to the conclusion that European integration generated an effect of alienation.

Fear of the future would be an ill chosen guide. The future harbours challenges and there are policy options we ought to consider in order to cope with mounting problems.

Challenges

- First of all the European Union should adapt its institutional and financial arrangements in such a way that it allows the Union to remain operative and efficient during the course of enlargement. Europe requires ‘Handlungsfähigkeit’, not passivity or a wait and see attitude. 

In particular the European Union should focus on core tasks and not try to cover everything that is presented as desirable. The principle of subsidiarity ought to be applied systematically and ex ante.

Only a ‘focused approach’ will enable the Union to maintain efficient Community instruments like the Internal Market, the common currency, competition policy and foreign trade policy. If not, chaos or a political gridlock may loom over the horizon.

The future structure of the European Union, which is now discussed in the Convention should enshrine a strong European Commission. The Commission must remain a pivotal policy-making body. It should not be transformed into a debating club. In order to be more effective and operational in foreign policy, the function of High Representative and that of Commissioner for External Relations should be gradually merged within the Commission framework.

Furthermore, the European Union should adhere to the current Community method which best protects the interests of all member states, large and small. Institutions like the Commission, the European Parliament and the Court of Justice focus on the interests of all Europeans.

The Community method is under pressure. In the Convention some large member states try to revive the prospect of a ‘Directoire’, of a Europe Union lead by a few big countries. This is a dangerous trend.

The Community method treats all member states on an equal basis, within a framework of agreed checks and balances. But a ‘Directoire’ would undoubtedly create a ‘Euro Farm’ in which some member states would be ‘more equal than others’. As a result a ‘Directoire’ would undermine the legitimacy of the European Union in the ‘less equal countries’. In those countries popular support for the European project may shrink accordingly. Citizens may express their dismay at the ballot box.

- Secondly Europe should decrease its external dependence for energy. Currently 50 percent of European energy requirements has to be imported; 45 percent of oil imports come from the Middle East and 40 percent of natural gas from Russia. If no measures are taken dependence will increase from 50 to 70 percent in 2030. 

In my view nuclear energy is a crucial contribution to a long term European energy policy. It would diminish external energy dependence, increase diversification and contribute to the commitments made in the Kyoto protocol. At the moment nuclear energy is debated on the moral high ground and on the basis of emotions. An increasing number of member states is freezing the use of nuclear energy or neglecting the option altogether. This trend should be reversed and hopefully the recent decision of the Finnish government to build a new nuclear power station is a first sign of new thinking. 

- Thirdly, immigration and the lack of integration will confront us with problems for decades. Ten years ago matters of immigration and ‘cultural minorities’ were taboo. Nor was their integration into society sufficiently successful. Meanwhile the situation has deteriorated. We should restrict economic migration and boost the integration of minorities within the framework of the values which our liberal and democratic societies have produced. 

Members of cultural minorities nowadays account for 9% of the Dutch population and this figure is expected to rise to almost 14% by 2015. The levels of immigration and the lack of integration tend to stretch the absorption capacity of a number of urbanised areas. Unemployment within the immigrant community remains high, schooling leaves much to be desired and petty crime spreads a feeling of insecurity. As a result both popular discontent and populism become rampant. 

There should always be room for genuine political refugees. But most migrants come for economic reasons. Their presence worsens  current problems of integration in urban areas and burdens social security systems.

If the flow of migrants should turn into an uncontrolled flow of immigration, Europe would be importing poverty while the countries of origin would lose a productive part of their population. Their economic strength would be sapped. 

According to the Human Development Report 2001 of the UNDP the economies of many African countries have been strongly affected by the brain drain. Many students in sub-Saharan countries emigrate after graduation. In Ghana, the migration rate of educated individuals is 26 percent. Often diplomas of immigrants are not recognised in the country of destination. In the US the immigrant student will have to find a job as taxi driver; in the Netherlands he will resort to social security.   

- A fourth challenge is the ‘demographic crisis’. At the moment birth rates in Europe are not just low, they are very low, at levels that were unthinkable a few decades ago. All of the 42 countries of Europe have fertility rates below the replacement level of 2.1 children per woman. A majority of 24 countries even have fertility levels of 1.5 or below. Low fertility rates cause a significant ageing of the population, which will gain momentum over the years to come. The proportion of the population below the age of 20 is likely to decline from 23 to 19 percent while the population above 60 will increase from 21 percent to 34 percent by the year 2030. By that time the average age will have increased from 39 years to 46 years.

The impact will be felt sooner. Presently there are still three working age persons for every person older than 60 years. In 2018 already there will only be two people of working age for every single person above the age of 60.

This development will have a tremendous impact on the social composition of the population, on the depopulation of rural areas, on the economic activities of an ageing labour force and the sustainability of future pensions. 

It seems to me that the time has come to put demography on the political agenda.

In the scenarios for the European Union one should not focus on a single issue but on a combination of trends. If for example increased dependence on the importation of oil and gas should lead to higher energy prices in about ten to fifteen years while pension claims are put at risk by demographic decline, many Member States would get into trouble. It may well lead to higher budget deficits, which would endanger the stability of the Euro and consequently the political cohesion of the European Union. 

Conclusion

It is inappropriate to liken the future status of the European Union to one single model. That future will contain elements of the various models which have been set out. 

Whatever the label researchers invent, current developments – Handlungsfähigkeit of the European Union, the external dependence on energy, immigration and integration, and demographic decline – will inevitably affect the future of all Europeans. If no action is taken, huge problems will arise. 

The benefit of scenarios is that we are warned in advance in order to act in time. 
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