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Introduction

Global economic slowdown, among OECD’s countries including EU, the
main partner for trade and FDI in the USA before the financial crisis with
consecutive depression by US Wall street and Real Estate market ( EU in 2005
has invested 470 Billion euro, representing 75% of the inflow liquidities in the
US treasuries, government bonds and US equities funds) EU is going through
its worst financial crisis since World War 1l with only 0.5% growth (last Nov.13,
2009) and high unemployment rate (more than 10% during past year and
contained to 9.7% last November to 13 months length). Facing their weakened
Economy, EU Governments had to contract debts for the long run. Eastern
European countries, just recovering might be suffering more than the Western
countries scoring with the lowest economic growth apart for Poland, Czech
Republic and Slovakia. Overall the fragility of the economy is worrying, as few
Mediterranean countries like Greece, recent bankruptcy. Growths are limited
and resulting from Governments stimuli (injection of billions of Euro in their
markets as well as some temporary inventory effects). At the same time, USA
and Japan has been gaining back as per last end of year economic report,
while EU economy still at their bottoms, German progress is helping the
community then the “Household spend” that constitute a major influence, has
kept very prudent and short, since this year Euro currency difficulties in Greece
and worrying debts of few member states. Europe has become the largest
partner for China, EU become more and more dependant for its manufactured
products , textile and steel the past decade.

Europe (EC/EU) have started officially, diplomatic relations with China for
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more than 30 years, through bilateral or multilateral cooperation between
China and State members, and have to await till 1985 (May 21) to agree with
Bilateral Treaty replacing the previous Trade Agreement (March 4 1978).
Lisbon treaty process will inevitably replace individual Member states former
Agreements with China under EU new President of the Council and its Foreign
affairs Minister.

Asia represents for EU an attractive economic growth and market with
low labor costs. While China stands for a prominent role in the East Asian
economic development. EU has been the largest trading partner in China,
China representing the largest supplier for EU with prominent figures. In the
global recession, China plays a leading position in the world economy with a
+/- double digit economic growth rate willing to consolidate a fragile economy
recovery.

)EU-CHINA TRADE EXCHANGES SITUATION:
(Statistics on EU-China trades see sources)

The long established relationship between 2 largest economies in the
world: The European Union one of the most integrated union in the World
( EU 27 members) and China, a vast and fast expanding economy (China
GDP has raised several times during past two decades- ranking already
second biggest economy in the World in 2010 with a pace of 30 Billion
euro per year) helped for China accession by the World Trade
Organization (WTO), and gave the organization a global dimension( China
largest population in the world), and a definitive start to China economic
growth. The economic development was decided 30 years ago by Beijing,
willing to shift the country toward the development and modernization of
provincial regions. However it took thirteen years of bilateral and
multilateral negotiations for China to join the Trade organization under a
developing country status and integrate 1.3 Billions inhabitants in the
global organization- China candidacy was accepted on November. 15™
1999%under the pledge EU states for giving some more time to China in its
modernization process, unexpectedly, China demonstrated high level
progress and competitiveness. From there, begun EU-China bilateral
negotiations with the support of EU administration for the liberalization of

2 China could join the WTO, officially in 2001.
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China’s financial and insurance sector, electronics and duties in terms of
market access as well as compliances. The cars example, EU proposed
to further reduce the Chinese import duties from 25% to a decreased 18%
at the place ( similarly USA has requested the liberation of foreign shares
for Chinese insurances sector) in a way to balance

China’s raising economic development, An analysis of their
exchanges and present situation, will be proposed in this paper to further
understand the expectations, potential and future evolutions, due to the
impressive developments of China since China join WTO in 2001and a
dynamic Asian Trade Area ( representing 60% whole World population,
bearing at the same time, more than half of the poorest income 3).

On another hand, China reaction, after German leader Angela Merkel
meeting with Dalai Lama by EU German Presidential year, and tensions
created on past year just before the Olympic Games in Beijing, bring the
debate toward diplomatic, social, political and military strategies
considerations, interfering with matters of economy and the eventual
threat of a fast growing power. On an international scale of trade, China
massive exportations with low safety standards on basic products had
been identified by all target destination markets (USA, Europe and Asia).
Safety and sanitary deficiency has caused consumerist associations
boycott, pushing China to adopt more rigorous legislation and sustain its
exports. Thus, controls and inspection reinforced by the frontier has
slowed down someway the trade flow, while serious US financial crisis has
deeply modified the traditional exchanges all over the world from 2007 on,
damaging the whole world finance and economies dramatically. Europe
and China relations call back to a finer observation on new economic
situations and the future evolution of trades and Chinese influence and
expectation EU administration.

By liberalizing its economical policy, China gained a common quality
as “the largest Factory and largest Market in the World”; China market
access brings a steady economic growth rate increase and past three
years surpassing more than 10% per year, GDP has tripled in a decade
( doubled during the past 5 years), while export contribute for one fourth of

% China GDP amount less than 900 Euro/capita/year before accessing.
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the overall economic expansion4. Besides stereotypes, China fast
economic growth,counts with a Foreign Currency Reserve to about 1.3
trillion Euro (2008 /06/03: 1.76 Trillion US$ ) further to an impressive Gold
reserve, and gives to China a growing global and economic influence on
Asian countries and also on occidental countries, backed by their annual
Export Growth rate increase: 44.6% in 2009°.

Figures remind us that China is still at a developing stage, and
although some regions has managed to succeed their economic
developments, many inner regions has kept their traditional rural way of
life. For indication, before accessing to WTO, China sectored partition was
in 1990: for Agriculture activity: 27% of the active population, 41.6 % in
Industry and 31.3% in Services; while after 5 years access; in 2006,
Agriculture counted no more than 11.9% of the active population( 11.3 %
in 2008), Industry share become 47% (48.6% in 2008) and Services:
41.1%, (40.1% in 2008) pointing out a net labor demand in Industries and
a noticeable pulling by Services sector. The GDP progress although the
recession has been: 8.7% in 2009 that resulted has been however
accompanied by unemployment burden and environmental concerns.

Let's have a look at EU27 commercial exchanges; Asia (60% of
world population and 60% of the global trade with half of world GDP, has
become its first partner before NAFTA. EU has developed with China via
merchandise trade, trade in services and Foreign Direct Investment (FDI),
very privileged relations but has to bear a deficit balance on bilateral trade;
China has become the main partner for EU imports (247.933 Billions Euro
in 2008 =15. and regression to 214.651 in 2009) before USA (181.1
Billions Euro) 12.7%, and Russia (143.5 Billions Euro) 10.1%;

* Total Exports : 873.2 Billions euro and Total Imports : 622.1 Billions euro with a very positive
balance of 251.1 Billions euro ( twice the value of 2005) source : I.M.F. Direction of Trade
Statistics (2006)
®> China GDP = 2 226 Billions Euro in 2007, GDP per capita: 1,686 euro/year
(Rate 1.39 US$) China: 3.519 B. euro in 2009, 2636.8 euro per capita and
total population : 1,344,7 M.inhabitants in 2009
Source: IMF World economic Outlook and World bank statistics 2008
For reference year: 2007/2006:
- USA: GDP per capita : US$ 44,000, annual growth :3.2%
Agriculture: 0.9%, Industry: 20.4%, Services: 78.6%
- EU27 : GDP per capita : US$ 29,000 , annual growth : 3.1%
Agriculture: 4.3%, Industry: 27.2%, Services: 67.1%
Source: CIA World fact book the transatlantic economy 2006, John Hopkins
University -
Source: Eurostat, Bureau of Economic Analysis
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Singapore (2.5%) and Hong Kong , uncounted, as these two Asian
Hubs having dynamic re-exportations toward western or Asiatic countries
(both value cumulated: 3.7%) progressing at an average rate of 16% per
year. While EU exportation toward China ranked fourth the same year
after the USA, Switzerland and Russia (See figures and tables annex1
page 15) at a stable increase rate (5.8%).

For China, EU represents in 2009 its major import partners 13.4% of
its Import, having overtaken Japan (13.2%) formerly the first import
partner, Hong Kong(10.4) and S.Korea (19.8%) or USA 5" partner (8.2%),
while Exports toward Europe has become a main target destinations with
20.6%, as well as USA (19.9%), far before Japan (8.5%) or Korea (4.5%).
Exports toward Hong Kong (15.5%) .

Considering Trade in Services: EU27 realized in 2009: 1.3 Billions
Euro (12.5% in exports and 11.2% for imports) while China represents
only 3.8% in EU27 total demands.

Regarding the Chinese Foreign Exchange Reserves, the outflow to
EU27, has been stable during past years (2007: 6.6 B. Euro, 2008: 4.7 B.
Euro and 2009 : 5.3) while inflows of European FDI has kept growing into
China (from lone to 13.9 B Euro in 2009), contributing some way to the
increase of the reserve.

These figures shows in a whole an economical and trade imbalance
gap that seems to be deteriorating for EU27 but offering a net surplus at
the favor of China economical expansion in Europe. This may explain why,
during past year, EU had emitted more concerns with the accentuation of
their negative balance of trade in EU-China trade summit.

Before making a review of past agreements, cooperation or progress
in official meetings, we propose to have a further analysis of the
exchanges themselves: the type of goods, services and financial amounts
involved in this bilateral relation, and evaluate the progress made since
the beginning of the relations and the main obstacles that could exist
between the two cultures and reduce the disparities each other,
advantages and weakness evidences and goals.
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Analysis of the Bilateral economic exchanges and difficulties:

Type of goods exchanged and the values of trade and economical
between EU and China that create the imbalance gap:

Type of Products exchanged:

For EU the deficit occurred from an evident west-ward demand flows
“Made in China“manufactured products (179.473Billions Euro) mainly
consisting with offices manufactured equipments, textile & clothing, iron &
steel raw materials. If we refer to 2009 EU-China Trade®, the nature of the
most currently exchanged products from EU (57% of the exports) is
constituted by Machinery & Transport equipments, and some
manufactured goods or Chemicals and Related products in fewer
proportions

For China, export are cheaper in value and are merely Miscellaneous
manufactured articles, mainly Machinery & Transport equipments(47.5%)
and manufactured goods classified chiefly by Material (12.4% like textile
and clothing ( see figures annex1 pagel5)

Value of the Goods trade exchanges :

There are some discrepancies on figures and statistics, “EU trade
with World “, and “EU trade with China” (2005), when “ranked by Trade
flows, it appears that China has a frankly positive advantage on exports
toward EU25.

EU buys for 214.657M. Euro and sell for only 81,656 M. Euro, this
confirms EU is in deficit of merchandise trade of 62% (less 133.087
Billions Euro for the EU).

If we compare this figure to the Total EU trade flows
(2,294.713Billions Euro), this deficit represents only 6%, for the EU, out of
the Total EU trade flow.

In the other hand, we can observe that China Total trade flow
(1,559.243 Billions. Euro) is more modest, and represent a good half the
value of EU flow (68%), although the proportion looks out important, but it
does not constitute a threat to the EU or the USA, at this stage. These
figures are nevertheless carefully observed as a potential evolution, and a

® ( EUROSTAT ( new Cronos) and IMF ( DoTS/ EU27 DG Trade2010 July 19 the figures are
analyzed for 2006 or 2009 year results, for EU25 - see annex 1lpage 15)
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potential source of imbalanced flows during the difficult past years
following the financial crisis.
Affecting as well the US and the euro and sterling currencies

- Trade imbalance has different signification for each of the country:

for EU27, there is a deficit, it represents today 12.9% deficit, between
the in and out flows. For China this same outflows yet constitute in value
for 17.9% of EU’s total world merchandise trade flows, and show the
importance of the exchanges and in particular European destinations
does represent for its exports.

- By comparing economical exchanges figures between EU, China

and USA, it appears that China is visibly increasing its Trade surplus
toward EU (inflow was in 2005: 161 Billions Euro, and has intensified to
250 Billions Euro in 2006, 214.957 in 2009) ’, and recently the flow has
intensified a lot as it has overtaken what China did toward USA

( respectively 20.4 % and 220.3%), Chinese trade flows into EU is very
positive and growing fast, and is therefore significant enough but, it
does not constitute yet such large a share in the total world trade.

In concern of Trade in Services, (figures at hand are not recent
enough: to allow many comments, due the very prompt evolution in this
region). We can see that in proportion, the amount involved is much lighter
than the Merchandise Trade (in value it represents 1,310M.Euro in 2009,
only 3.2% of EU27 Trades in Service outflow, the main partner for EU
remains the USA). It is interesting to see that half of EU total outflow (627.4
Bi Euro in 2004), is constituted by EU Goods and Services trade, when it
represents only 19.6% for inflow (405,4 Billions Euro), EU on this sector
could before the crisis maintain its preponderance and beneficiating of a
net surplus which could help to cover 2 folds the “EU- China trade deficit”.

Then the potential market is promising, and China expressed the
willing to change and aim modernization in many of its inner regions, but
requiring time to adapt to the fast evolution of its economy. Chinese
scholars suggested one more century time to reach a level of uniform
development for infrastructures and equipments across the Chinese
provinces, and not only privilege its main cities or coastal area in their

" EUROSTAT DG Trade Aug.1rst 2008
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development and growth. Fast rate increase these past few years has
placed China as a new major economic partner for EU and USA. At the
moment, EU FDI has been growing fast each month and brought together
“know-how” or technology in the financial, construction, distribution and
educational fields, and will require more protection and further economic
integration, market transparency or regulations to ensure business and
trade practices to stay fair for both foreign and domestic capitals.

Meanwhile, EU was the primary target for US investments around the
world (with 57% of US investments in 2004, well before China receiving
only 1.6 Billions from US investments), while EU holding the major source
of capital for USA in 2005 with 470.4 billions Euro or 75% of total US
Foreign Direct Investments (FDI) inflow liquidities (US treasuries,
government agency bonds, corporate bonds, and US equities and funds).
While China stands for the USA third major trade partner with only 11.7%
(242,5 Billions Euro) in 2009 well after EU and Canada contributions to the
debt-stretched USA.

In concern of Foreign Direct Investment in China ( FDI), figures for
2005 and 2006 shows that the balance is improving, with a change in
China policy, byincreasing the importance of investments inflows into
EU27 (in 2006 : 2.2 Billions Euro, while it was inexistent or neglectable the
year before) .

EU on its side had invested in China in larger value but had kept
stagnant (6,0BillionsEuro in 2006, against 6,2 Billions Euro in 2005,
retracted to 5.3 b euro in 2009 less 13 %) and has dynamised in 2007 with
+ 58% increase on the value, among the member states: mainly UK did
invested through Hong-Kong, and constitute about half of the total value.
However about half of the investment has been consecutively redirected
by the UK, representing serious lose of interest during the past year. For
Germany and France investments are respectively ranking behind with
lighter value assets into China. The main players in EU have invested
more into the other nations gathered under the BRIC ‘s countries than into
China itself ( BRIC denominating : Brazil, Russia, India and China the most
active and largest developing economies this past decade) Nevertheless,
the inward and outward stocks toward China were not balanced in 2004
showing a consistent increase trend (outward stocks: 22.8% for 0.6%
inward stocks, which since has decreased for a slight 2%,)

But a more detail look at the export evolution can see a very positive
and good increase for EU with s lesser deficit, which means a gain of 4%
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for the EU on past year with a very attractive market growth of 30 B. euro
from 2005 to 2009 for quality products from Europe . The trade deficit
came from manufactured products in particular for Office,
telecommunications equipments, and textile, iron and steel provided by
China toward EU (27) the EU businessmen cannot access to China market
easily, for example a few license given to foreign company, compared to
the domestic, encouraged by Chinese government with indigenous
innovation scheme (and this could be a good opportunity for Taiwan to
help foreigners in this sense, thanks to the concomitant “Ouverture”
between China and Taiwan with bilateral trade agreement as ECFA).
Nevertheless, progress for the investment in FDI from EU, and that has
been increasing due the potential that China representing: + 5.3 B. euro
(or a progress of 4.7% compared to 2008), while in the contrary, China
FDI has reduced to 0.3B. euro( only 1.8% progress compared to same
2008 year)

II) EU-CHINA BILATERAL RELATIONS:

A) EU-CHINA official agreements and trade cooperation plans:

Chinese commerce and culture has expanded in whole Asia for past
centuries and can strike up with many of the present Asian countries. The
recent dramatic raising of China economy also helped to gain economic
importance among border countries or neighbor nations in the pursuit of
higher GDP. Recently China has joined the main free trade areas in Asia
(ASEAN countries including and North Asian countries® and Taiwan). Main
import trade flows comes from China peripheral Nations. Asian countries
exports flows to China constitute a main supply in raw material, parts, or
more elaborated merchandise trade and services (see figures annex 1
page 16 ).which are FDI enterprises as so called Processing Trade. EU
wishing to reinforce its exchanges with Middle East, Africa and Asian
countries, the EU-China partnership become a must due the encouraging
signs and huge demand that goes on last year. It covers only Economic
and Trade relations and Cooperation program in the following areas:
“industry and mining; agriculture; science and

* the Association of South-East Asian Nations ( ASEAN) members : Brunei
Darussalam, Cambodia Kingdom, Indonesia Repuiblic, Lao People’s

® North Asian economies to include 5 nations: China, Japan, Korea, Mongolia, Pakistan
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Democratic Republic, Malaysia, the Union of Myanmar, Philippines Republic,
Singapore Republic, Thailand Kingdom, Vietham Socialist Republic.

China use to organize yearly in China autonomous province of Kuanxi
Business investment summit and exhibition with ASEAN patrticipants : “10 + 1
superior to 11” countries influence motus ( The 5th summit just held in Nanning
from October 20th to 25th 2008, EU-Asia summit held by the same time in
Beijing )

- technology; energy; transport and communications; environmental
protection; cooperation in third countries.

- development of alternative energies technologies (EU just constituted in
Beijing a EU-China Clean Energy Center and sustain the Climate change
and carbon emissions debates.

- Trade and cooperation Agreements:

In this context EEC and China signed a legal main framework, a bilateral

Treaty ( 21/05/1985) to promote and intensify trade between the European

community and China and to encourage the steady expansion of economic

The parties also agreed to encourage the various forms of industrial

and technical cooperation, promote investment and improve the climate for
investment. The Community has continued its development activities in
China, both within the framework of its aid program for developing
countries and also in any other potential areas for cooperation with China.”
This partnership and cooperation agreement, include regular political and
economical dialogues meeting with the concerned sectors

- EU-China Summits:

The first EU-China Summit was held for the first time in London 1998.

and organized yearly since. The 12th Summit stood in Brussels beginning of
this month

High Level Economic and Trade Mechanism was launched in April 2008, to
strengthen dialogue between the European Commission and the State Council
of China, at Vice-Premier level. It deals with both issues of strategic
importance of the EU-China trade relations, investment and economic
cooperation. This Mechanism set by the initiative of EU will provide a new tool
to address issues of mutual concern especially in the areas of investment,
market access and intellectual property rights protection and other strategic
iIssues related to trade.

- Partnership and Competition
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In 2006 the European Commission adopted a major policy strategy
(Partnership and Competition) on China that pledged the EU to accepting
tough Chinese competition while pushing China to trade fairly. Part of this
strategy is the ongoing negotiations on a comprehensive Partnership and
Cooperation Agreement (PCA) that started in January 2007. These will provide
the opportunity to further improve the framework for bilateral trade and
investment relations and also include the upgrading of the 1985 EC-China
Trade and Economic Cooperation Agreement. “Before and after accession,
China did make efforts in a way to fulfill its commitments by reducing duties,
and Non-Tariff barriers (NTB) allowing foreign firms benefit of the market
access, but many difficulties and differences in the cultures remain. EU uses
the regular Trade Policy Review in the WTO to review China's trade policy.
These include inadequate protection of intellectual property rights, the
maintenance of industrial policies which may discriminate foreign companies
especially in sectors like automobiles and barriers to market access in a
number of services sectors including construction, banking,
telecommunications, and express postal services). ‘Access to raw materials
becomes a remaining trade obstacle as well, has mentioned Peter Mandelson,
Trade Commission (in his declaration Oct.2nd 2008), like “Price controls,
discriminatory registration requirements, arbitrary sanitary standards”, and
have asked for ‘the removal of obstacles to investments such as “geographical
restrictions, joint venture requirements, discriminatory licensing procedures,
outright closure of certain sectors to foreigners, restriction of foreign exchange
regulations, and the improvement of the business environment, protection of
Intellectual Property and Rights (IPR).”, by organizing sectoral dialogues in key
economic areas, like in the “EU-China Cooperative Programme” projects,
aimed at helping China to meet its WTO obligations”.

This EU-China High-level Trade and economical dialogues has been
recently instituted, it looks in parallel to the US-China Strategic and
Economical Dialogue, launched in 2006 on an initiative of President Bush. This
dialogue can be the chance to eliminate frictions or frustrations of both side
(example: EU has called for protective measures against China manufactured
products, EU considered as very stringent on technical standards, EU still
demonstrating of an Agricultural protectionism and currently using of
antidumping measures against China. EU invests in the other BRIC’s in priority
Russia (39% 2008), India (25%) and China (only 18% of the EU investments).

- The China and EU Association (CEUA) has been created on Dec.13th
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2007, reconsidering the China and EU trade relations in the 2 ways trade, the
association dedicates to remove obstacles to investments and barriers to the
importation of specific goods.

- The Asia- Europe Cooperative Framework ( AECF), created in 1996
organizing every second year, two days conference by “Asia-Europe Meeting”
ASEM : promote trade opportunities, reduce Non -Tariff Barriers (NTB’s),
gathering Business private sectors of the two regions. The framework meant to
reinforce the dialogues and cooperation, in the spirit of equal partnership,
identify priorities and enhance mutual comprehension; global issues on arms,
and control for the non-proliferation of weapons, of mass destruction, illicit
arms dealing, sustainability and control of migratory flows in the process of
globalization of the world. The 8th ASEM took place in Beijing on 4-5th Oct.
2010 accentuating on other priorities

In 2005, EU were more concerned on reducing the textiles apparel inflow
from China and tends to focus on large concessionary purchases of EU Goods
or Services, which China officials, seems also preferring the European way; as
finding commitments on commercial contracts are easier to accomplish than
systemic changes, politically more difficult to achieve, those are claimed by the
US, as a way to diminish China foremost competitive advantages, and allow
market access to counter China protectionism tendency, in the financial sector
particularly. EU tends to focus as well, on large scale purchases and the
optional supply of aircrafts or power plant Know-how that accompany the
development of domestic transportation and airports construction.

B) New Trade Relations :

Synergies between European and Chinese regions have helped to
strengthen the Dialogues and Cooperation projects in a spirit of equal
partnership, identifying the priorities and enhancing the mutual comprehension,
this has been validated by high level dialogues, and broadened the exchanges
to research groups, universities, all sectors of the society, and in
implementation of the links between industries, business of private sectors.
Also both entities present economical relations with third countries, willing to
support or help the developing nations, such as those located in Eastern
European countries and New Silk road, or Sudan and African nations, in Asia
with North East Asia and Asia-Pacific in their economic expansion (APEC).

Europe and China has upgraded their relationships into Partnerships and
committed with Cooperation Agreements of mid- and long term in 24 sectoral

29



VT SRR R LSRR ST 28 # 0 2010 F 12 %]
ISSN 1818-8028

areas to ensure the continuity and the dialogues between the governments
and diminish the problem that Small and Middle size Enterprises (SME’s ) are
facing.

The trade figures and nature we could review at the beginning of this
paper, do testify of the growing importance of China for the European
Community, about sixty folds the trade was 30 years ago. willing to enhance
the liberalization of China and strengthen cooperation on key global
challenges, such as climate change, energy security, concerns about the
exchange rate of the Chinese currency( RMB), exchange views on migrations,
international and regional issues, the non proliferation of weapons (“Everything
but arms “) in sensitive area like North Korea, Iran and Middle East peace
process, enforcing rules and establishing a strategic budget for Europe and
Asia cooperation, and certainly aiming to reduce the deficit of the Trade
balance with the EU, now in favor of China. EU has regionalism policy that
allows multilateral relations with all Asian countries.

While EU trade policies toward China begin to resemble those of the USA
trades actions against China, as with the time China begin to demonstrate of a
well coordinated foreign economical policy, slowly reducing the influence of EU
in many areas of global diplomacy. China main target market is still USA its first
exporting market in volume and value; while foreign enterprises in China have
not the same advantages the domestic enterprises can beneficiate

Certainly, apart from the economical model or democratization stages,
cultural differences and philosophy, there is still a long way to go. A catalog of
differences between East and West has brought together EU and USA by
accentuating EU economical developments in favor of USA. The transatlantic
economic relations are at best; EU receiving 57% of USA FDI outflows, while
EU represents 75% of total US FDI inflows. USA is the primary target invest in
the world for EU (470.4 Billions Euro in US assets with 75% of US foreign
assets owned by EU countries, among which UK, Germany, and Holland
ranking first investors toward USA, and constitute to the largest trade and
investment relationship in the world, with 70% for EU (with 47Trillions Euro)
and 80% (41 Trillions US$) of total capital markets, and 3.75 Trillions Euro of
yearly sales, involving 14 Millions of workers on both sides ( the “ new World
“and the old “Continent “). The consensus between the two largest powers in
the world, some a way comfort the leader countries in their present positions of
major players.

Past year, after the visit of Dalai Lama and meeting with German
chancellor Angela Merkel, the reactions of China leaders, anxious by the
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forthcoming of the 2008 Beijing Olympic games, as an opportunity for Tibetans
groups or minorities ethnics to manifest in their quest for autonomy, were felt
as too direct and strong, pulling back political considerations to pure
economical issues, giving some tensions on country leaders agenda meetings
with the Dalai Lama and the punctual incidence regarding future contracts or
commercial cooperation plans pre established or under discussion. Merkel
took the decision in EU Agenda 2007, to make the facilitation of Trans-Atlantic
Commerce a top priority of the German Presidency of the European Council,
as a step, toward the idea of a Trans-Atlantic Free Trade Area (TAFTA)
between European nations and USA. Since, the recent financial problems in
the States; from the “subprime” credit problem during summer 2007, and the
new breaking “ Lehman brothers” affair, have provoked catastrophic
consequences for many economies, most of the banks, insurance companies
across the world and precisely in Europe ( UK, Belgium, Germany...) has yet
to end. In the contrary, there is high chance to have to face the threat of a third
shock in coming months. That blow, may come from the mass consumers that
got into debts in the USA for their depreciated real estate houses, and further
cumulated high credit cards debts (credit card as an ultimate mean for
consumers to find cash money, to face inflation, bankruptcy and
unemployment) and may be fatal for the consumption. All the stocks markets
have collapsed during the past months of 2009, and keep dragged along by
the US finance.

The deep and serious problems occurring can be explained by the
uncontrolled speculation and exuberance of the investors, with attractive high
funds or securities interests rates, for governments and retail distribution in
whole world. High inflation and unemployment rate, as well as income and
consumption problems has raised, all the more, the importance of the links
between European and American financial and trades systems has reached
such a proportion, never met for the past 20 years. International Monetary
Fund (IMF) and involved Governments have adopted various critical measures,
including the nationalization of many of the largest US or European banks or,
purchasing Insurance companies in difficulties and allocation of extra budget to
maintain stock exchange indexes worldwide and National assets.

China, which seats as the third investors in the world has just closed the
Asia-Europe Meetings (ASEM) showing opened and committed determination
to solving international problems and stabilize the world economy in crisis with
its determination and large Foreign Currency Reserve and Gold Reserve, to
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carry by the same time, its own economical and structural developments,
taking this opportunity to show to the West, its strength and its meaning to act
as a peaceful power. EU can therefore go on beneficiate of competitive
products and counter the inflation, and added value economies for the western
companies, building up a symbiotic system, as China economy rely on one
third to its export, and one fifth has been developed with EU, which has
invested specifically in half of the exported goods. The issue of 2008 Olympic
Games in Beijing were already the object to demonstrate during the Opening
Ceremony, China historical, philosophical and economical bonds with the West
and Asia “One Dream, One World” between inhabitants of the Earth planet,
give a favorable perception of China and orient toward reasonable choices for
a sustainable World a focus on the development of renewable energies and
respect of rules, to go hand in hand with China in the pursuit of economical
integration in Asia.. EU on its parts have the choice to try to contain China’s
growing influence, or take advantage of the time, and build up a healthy
balance of influences and prepare to share also with its partners a global
diplomacy in the future at its own profile: Goods market access in Services,
Investments conditions, high and reliable Technical and Sanitary Standards, an
effective Intellectual Property Rights protection. Combined to this, EU can
restrain from systematic calling for antidumping or protective measures against
Chinese manufactured products to launch the dialogue (52 antidumping
measures in force against Chinese imports by last May 2010, but accounting
for only 1 % or the total imported products). EU involvement in the fight against
poverty in the World and in Asia, can find there, common fields of financing
cooperation and help for the development, regional development and a good
opportunity to extend the economical relationship and cooperation exchange
with China.

[I) TRENDS AND FUTURE EVOLUTIONS:

A) EU and China overlapping conflicting interests:

EU-China Trade and Cooperation Agreement in 1985 constitute mutual
efforts to create more business opportunities; EU has been supporting China
economical reform process for a stronger and more stable growth under the
guaranty of established laws. Then, the 1989 “Tian An Men” incident, lead for
EU to raise the Arms Embargo against China, before it can gives proofs of its
respects for fundamental rights and freedom, and the protection of minorities.
Since the negotiation for China market access and entrance in the WTO in
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2001, China has seen the fast transformation of its economy and took
engagement with EU for closer strategic economical relations and
responsibilities that allowed both committing for EU-China Partnership, and
working for fairer market competition, more liberalization. China who joined
under developing status, since, became the most beneficiating country, the
USA being from far the target market for Chinese trade. Nevertheless,
although the global trade deficit occurred with its exchange with China, EU can
also increase its imports of 100%, during the period 2000- 2005, this is a very
positive sign, that EU has noticed as a benefit to the development of Chinese
growth; testifying of the emergence of a consuming class in China: the middle
class that can afford to import EU products and services (“Services” did
increased in 2005: 6 folds the 2004 share and can maintain till 2008 , with a
slight bend on past year and beging of 2010 ). EU from there wanted to
reinforce its cooperation, and overcome the difficulties and problems due to
textile and shoes flood beginning of 2005 ( about 80% increase in the Chinese
importations), as a consequence of the abolition of the quota regime or
voluntary export restrictions (VER) historically imposed by the 40 years old
MultiFiber Agreement (MFA). This was the occasion for both administrations to
show their willing to face this trade situation and dialogues between the
leaders can limit the defensive safeguard measures that may spoil the
economical relation and through joint monitoring system from this year on, to
replace the temporally fixed import restrictions.

China government pragmatically accentuated the surveillance, deliver
export licenses and help the European textiles industries and avoid them to
appeal to the safeguard instruments, showing both leaders determination and
engagement to have closer, strategic and responsible exchanges. In 2006
constructive dialogues between both countries to emphasize Peace and
Stability to pair with the growing influence and power that China represent. EU
wants to show a different approach than the American, reinforcing cooperation
toward sustainable development, due the large demand in energy ( about half
the world needs ) China will need in its economical expansion. EU propose fair
and robust Trade policy. US and EU relations these past 2 years have been in
crescendo at the same time, while EU-China are yet to find more
understanding due differences in cultural, political and economical gaps or
differences, which EU do not have with USA, its first trade and financial partner
in the world . The convergence of views of both western largest powers in the
world, also found some tranquility by consolidating their positions not to lift the
EU27 Arms Embargo (the 27 unanimity necessary), with China financial and
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military fast progresses. China has well to declare its willing toward
liberalization, that its target is a “Moderate prosperity under Socialism”, EU
showed willingness to repair transatlantic relations after the Iragi war and go
for a priority relationship with the USA, under the conduct of German
presidential year.

Sebastian Bersick in his article®( may 2006) introduce the notion of EU “soft
Power” approach in the bilateral and multilateral engagement of EU with Asian
countries. EU means to pose its intraregional cooperation and continued
integration as a successful model, for China and its peripheral Asian countries
relations, and to participate to the region developments and push further the
liberalization and market access of this part of the world and be able to contain
someway China future role on regional and global levels. For example China
apart from its care to the economic growth has more involvement in
international affairs, by Sudan and Africa, as well as with Middle East countries
although China repeated demonstration of pacific position and implied in huge
internal reform process to catch back the average poverty and infrastructural
needs for its inner provinces and tackle with natural catastrophes and heavy
expenses to build up local regional and urban equipments and transportations
means before Olympic games opening this summer and next Universal
exhibition in a couple of years.

B) Recent Evolution in EU Trade position with China:

During the China-EU summit (November 27-28, 2009) in Beijing,
Ambassador Serge Abott, head of the delegation of the European Commission
to China has spoken openly on the way to “implement the scientific outlook
and Development *

Already beginning of this year during the Partnership and Competition
Agreement (PCA), a new framework of policy and strategies has been
conceived for the next decades to come and started from January 2007 on.
There is a perceivable change in the talks, and let think that frequently in the
past EU resort to World Trade organization (WTO) Dispute Settlement
Systems, to limit someway Chinese goods flow into the EU as a reflex to
protect their internal markets, which looks like as a step back to Protectionism.

EU represents the largest Trading partner for China, while China has

9 « strategic consideration in the US-China relationship and the role of European soft power
“ Springer-Verlag (2006 )
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become EU largest supplier (Trade deficit for EU has increased of 82%
between 2001 and 2006! EU still very depending on manufactured products
from China such as office, telecommunication, equipment , textile, steel and
iron which constitute the major trade deficit.) and the past talks has been often
more formal than effective.

The ASEM gathering head of States every second year, should constitute
an overall framework since 1996, with open dialogue on political, economical
and cultural issues, with objectives to strengthen the relationship between the
2 regions mutual respects and equal partnerships toward a possible
intraregional cooperation in East Asia, effectively ASEM reflect the 90's
political climate and having to face conflicting bilateral agreement in the field of
human rights, trade, security, safety...giving evidence of differences in
ideological systems, political or economical divergences.

China seeking to benefit of Market Economic Status (MES), that USA
granted to them as member of the WTO, but EU rather granted this status to
Russia, under WTO accession protocol. Further, China find that EU’'s SPS
controls and other regulations works like hidden protectionism, as well as the
new REACH process, deviating from international standards and raise barriers
to trade. China who became a leader investor requesting to the US and EU to
improve their market access and non discriminating rules for sovereign wealth
funds and private investments (recently, US and EU have increased
investment protection and direct intervention of their governments in foreign
investments and takeovers, and have implemented new regulations against
mergers and acquisition). China also wishes EU to lower their agricultural
barriers and relax trade barriers by 2016.

At the difference, the US has more rationality and showing less hostility in
the US-China Strategic Economic Dialogs (SED), with since 2000 a
Permanent Normal Trade Relations (PNTR) entitled by the US laws for non
WTOQO'’s countries to establish non discriminating treatment and greater
certainty, while the MES facilitate Chinese tourists into USA, and favor
scientific and technical cooperation.

Common views shared by EU and China for International peace, and
stability took birth in 1995 (EU first China Policy paper), and help to open the
way to promote regional cooperation, bilateral and multilateral cooperation.
This common ground helps EU to evaluate their partnership from a
Comprehensive to a Strategic partnership, willing since 2006 to have a “US
style “different approach to China. By the past, EU-China played
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complementary global actors to stable world orders. The dialog has been
strengthened through “High Level Economic and Trade Mechanism” (HLETM),
since April 2008 EU Commission can have a direct dialog at China State
Council Vice Premier level transforming the dialogs itself, toward fair trade,
meet the WTO obligation for goods, services and FDI and the respect of
Intellectual Protection Rights (IPR) to become a condition for Scientific and
Technical transfer from EU. EU has particularly mentioned present inadequate
protection of IPR, Maintenance of Industrial cars policies ( automobile for
example), and the existing barriers to market access to services in the field of
construction, banking, telecom, express postal services and the access to raw
material, often the matter of major trade obstacle, more access to Government
procurement with a need for an agreement. EU has been supporting China
with IPR learning module, with yearly bilateral EU-China Economic and Trade
working group (ETNG)

With this financial recession EU is called to become partners for regions
where the US were strongly present. As the figures show, the EU is
beneficiating from China Economic and Market growths. David Shambauch,
talked about “New Strategic Triangle “between US, EU and China (G3) while
there is convergence for EU and China vs. regionalism and community
building in Asia. China has showed cooperative attitude, and currently is
sending 120 000 students in Europe to study in EU universities and is also
expanding tourism ( visa entrances raised to 1.23 Million visitors this year).

China representing today in the world a vast Foreign reserves, with huge
sovereign wealth fund and showing willingness to invest either in Wall street
and support EU since the financial crisis thanks to its large current account
surplus. The EU has offered 2 out of 24 seats by International Monetary fund
( IMF) and are supporting the idea to give more power to emerging economies
like in Asia or other continents. The Yuan (RMB) has been often considered as
undervalued. China either G20 meeting or official visit to Europe (as presently),
ensure not reducing its holdings of bonds from RU despite EU’s debt crisis and
willing to increase investment in environment and strengthen the Protection of
Intellectual properties and with 48 nations in Germany, committed with an
agreement to consolidate the fragile economic recovery and assisting its EU
Partners, While China engaged in the liberalization of its currency which is a
step and possibly balance its currency exchange to take some more part of the
IMF as has been a bolster with its stimulus package. In the WTO China Trade
Policy Review , EU has encouraged China (last June 2"* 2010 in Geneva),
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greater transparency due to China New Global economics weights. Three
years ago, EU-China trade and economical relations have much deteriorated
giving place to hostile rhetoric while Chinese domestic policies more and more
complicated and more protective with new tariffs and jurisdictional conflicts. EU
Commission advocates not using the protection barriers and removing the
current export restrictions, due the current global economic downturn. EU has
a low FDI in China (8%), compare to their implication in US investments and
the balance is very much more import than export (+ 1069 B. euro) but on an
other hand, EU has to consider the high volume of industries producing in
China (about 60% of the exports ) owned by European firms or fulfilling orders
from firms or retailers, in Europe. Last months have seen a new trend, with
fewer import from China ( less 13.4%) and and push on export from EU into
China ( + 4%), and China represent EU third largest export market and helped
to diminish the deficit while other markets export are vanishing with high
potential, EU Commission believe that EU should moreover set the example
and begin to protect Chinese environment, part or the Earth and immediately
shift and use low Carbon technologies in China. It also enhances EU-China
cooperation on establishing environment friendly standards for motor vehicles,
shipping and aviation, to cope with the Green diplomacy of EU and its position
during recent COP15, EU'’s position for the immediate replacement of
traditional fossil fuels by low carbon, renewable and sustainable energies in
particular for transportation, in the next decades and their fast growing needs
for energy, and China leading contribution to Global CO2 emission, the priority
to help or convince China to use for more European technologies and Minister
Ashton visiting China, proposed the creation of studying group to screen the
matters on hand to avoid political uncomfortable decisions, encourage the
exchanges and mutual comprehension of existing systems, as a step forward
to closer cooperation. Very recently last august, China begun to diversify its
foreign exchange and has provided a stimulus package for the global financial
regain, and showed during the last meetings and present trip in Europe China
attitude and to build up an open and free global trading system, and readjust
its policies on past tensions or sensitive questions such as Market access,
intellectual properties by China, and Market economic status, protectionism
and restrictions or high tech export from China. The recession comes out with
a possible opportunity to see China and EU come closer and look at longer
term bilateral relationship and trade exchanges for the present 2 largest
trading countries in the world , and overview the US financial situation and US
dollar currency in future monetary policy and the underrepresentation of China
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in the IMF among the G20 presently China reprent 3.72% quota share, about
the same as ltaly : 3.24, while USA has 17.09% and its sovereign currency,
and EU is ready to diminish its share in favor of China, .

Conclusion

Although the number of divergences to overcome in EU-China Trade and
economic dialog, EU is ready to build up a common ground and share its
experience and skills to help China in its development process, by showing the
way to find new form or model of developments both based on low CO2
emission and supporting them in the respect of WTO rules for example. EU
and China are both more and more conscious of their growing powers: Leader
in political, economical and cultural influences in a globalised world. At the
same time China shows a pacific ambition proposing another model of growth,
with stability in the peace which has the particularity to grow in harmony and
respect of other countries (China moral order has 5 principles for its external
relations with its partners: the respect of its sovereignty and territorial integrity,
non aggression, non interference in each other’s internal affairs, equality and
mutual benefit and peaceful coexistence). China and most of the low
developed or developing countries voices by Copenhagen asking for fairer
system according to their late and low development.

Germany has expressed recently for the EU their readiness to relax trade
barriers and target 2016 year as China still have to bear restrains in high
technology exports and do not benefit yet of a Full market economy status.
China and EU considering the new evolution of the trade in the future, and the
importance their bilateral trade will represent,

There is a third dimension: Defense. EU cannot be absent of Asia. The
notion of Soft Power introduced by Joseph Nye, speaking about EU influence
through Soft power, also enhanced the weak defense expenses in regards to
the US for example, although EU absent from East- Asia security EU has been
considering last year beginning, to lift the embargo on arms on China and to
limit with a non proliferation of small and light arms and weapon (SALW)
(nevertheless EU exported for 416 Million euro per year of arms and weapon
all azimuths) . At the contrary USA has a based force in Japan and traditional,
and EU could be able to study the possibility to have a maritime presence in
India Asian ocean and Pacific later and the US maritime “ maneuvers” in south
China with Vietnam and in South Korea, underlining the escalation of tensions
between the US and China and multilateral discussions on legacy of US
reserve currency, (will imminently come to the discussions, by French
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presidential of the Group of 20 Major Economic Powers on next month with the
needs for reforming the international monetary system) . For the moment EU
still recovering from the recession deeply affected as the US, (USA Economy
showing small progress on this end of year but their money has been
depreciating), at a few exceptions beginning of year in EU showing positive
returns (Germany, Ireland and Finland or France for example). Through UK,
France and Germany, Denmark ready to help and develop new important
industrial demands via renewable energies technologies transfer or share

( Creation of a Europe-China Clean Energy center. And as seen above a frank
turn in the relationship with China to beneficiate, at first to EU-China trade
flows and during this period of crisis improve EU’s economical situation. EU
seems to expect to find in China mutual interests and responses toward World
Economy , Climate change , Energy , Security and resources and find in China
a “ volonte” to back EU with a stable euro, willing to improve the Dialogue with
RU to deepen mutual understanding and trust and improve respective foreign
investments and work more openly with World organizations ( UNFCC, WTO,
G20 and IMF ) and has enhanced academicals and scientific cooperation and
exchanges. Today the Chinese evaluation of the sudden decision to evaluate
their currency stable for the 3 past year, may be at the time a proof of good will
and reflect on the other hand, their healthy and potential economy.
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1. 2 & : Bringing European Democracy Back In. Or how to read the
German Constitutional Court’s Lisbon Treaty ruling
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2. ?} £ * What do Europeans want from NATO?

What do Europeans want
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3. 2 & : Between an Intergovernmental and a Polycentric European

Union: National Parliamentary Discourses on Democracy in the EU
Ratification Process
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4. 3 & : Bank State Aid in the Financial Crisis: Fragmentation or level
playing field?
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5. 2 & : Securing Korea's Prosperity in the Next Century: An analysis of
the Korea-EU Free Trade Agreement
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6. 2 & : The European Asylum System and Minimum Standards:
‘Suggestions for practice and policy’
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2011 European Year of Volunteering 2011
2011.01.01 Introduction of the Euro in Estonia

2011.01.01~06.30 Hungarian EU Presidency
2011.02.04 European Council

2011.03.24~03.25 European Council
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