Europe’s Perfect Storm

The Impact of the Financial Crisis on Europe’s Foreign and Security Policies
This text is based on the “EUROPE AT RISK” series of seminars organized by the Centre for Liberal Strategies -Sofia, the Bruno Kreisky Forum for International Dialogue in Vienna, the Directorate for Security Policy of the Austrian Federal Ministry of Defense and Sports and the European Council on Foreign Relations with the support of the Balkan Trust for Democracy. 
The seminars conducted so far were:

· Europe at Risk I: The impact of the financial crisis: How real is the risk of political de-stabilisation and rise of extremism? (25 – 26 March 2012)

· Europe at Risk II: How to frame Europe security risks in the midst of the economic crisis? (03 – 04 July 2012)

· Europe at Risk III: EU in crisis: How the others view the EU now (23 – 24 October 2012).

In 2010 when Europe was still uncertain on how deep the impact of the crisis will be on its economy, politics and place in the world the European Council on foreign relations conducted a survey on the threat perceptions of the EU member states. The survey demonstrated that for the majority of security experts and for the majority of the citizens the security challenge for the EU is not rooted in classical geopolitics; on the contrary, it seems to be a product of Europe’s geopolitical ease. The EU’s foreign-policy elites have fundamentally redefined what they mean by security. 
First, the EU’s security elites increasingly look at security through the eyes of insurance companies rather than military planners. They take peace for granted and think in terms of risks instead of threats. In fact, none of EU’s 27 member states seems to fear military occupation. Thus the EU’s security elites do not feel they should spend more on defense despite their relatively low level of military spending and the resulting shift in the military balance of the EU and other powers. 
Second, the vacuum left by the absence of war has been filled with post-modern fears. EU security elites and European citizens are mainly concerned about defending their way of life. Apart from a nod at terrorism, the survey showed that what EU security elites fear are threats to their standards of living: the impact of the financial crisis; energy insecurity; climate change; immigration..
Third, Europeans increasingly fear that they are becoming marginalized as power shifts away from the West. The survey showed that almost all member states are interested in what William Walker has called “positional security;” that is, “where they stand in the world, who they stand with, and how to improve or regain their standing.” 
In the context of these findings it is legitimate to conclude that the disintegration of the EU comes as the major security threat for the EU member states and their citizens. And while at present the disintegration of the Union looks as an unlikely option, it is not an unthinkable or impossible one. At present the Union witnesses the erosion of the very foundations on which it is built. The shared memories of the WWII have faded away with a half of German high school students aged 15 and 16 revealed being unaware that Hitler was a dictator, while a third believing he protected human rights. The Soviet collapse has removed the geopolitical rationale for European unity. The democratic welfare state that was at the heart of the post-war political consensus is undergoing radical transformation. And prosperity that was at the core of the political legitimacy of the European project is in shambles. 
The new mood of anxiety and uncertainty is reflected in the most recent "future of Europe" survey, funded by the European Commission and published in April 2012. It shows that while the majority of Europeans agree that the EU is a good place to live in, their confidence in the economic performance of the union and its capacity to play a major role in global politics has declined. More than six in ten Europeans believe that the lives of today's children will be more difficult than those of people from their own generation. Even more troubling, almost 90% of Europeans see a big gap between what the public wants and what governments do. Only a third of Europeans feel that their vote counts at EU level, and only 18% of Italians and 15% of Greeks consider their vote counts even in their own country.

So, it is fair to say that the current crisis is a game changer for the EU and in this context the present paper aims at addressing three key questions:

How the ongoing transformation of EU’s national democracies that comes as a result of the crisis will affect the prospects of closer cooperation in the field of foreign and security policies?

How the diverging national experiences of the crisis and the divisions born out of the crisis will affect the future of the CSDP of the EU?
And how the way the global others (the US, China, Russia and Turkey) view the nature and the consequences of the EU crisis will affect Europe’s global influence in the decade to come?
It’s Politics, Stupid

European politics have been dramatically affected by the crisis. The financial crisis has sharply reduced the life expectancy of governments, regardless of their political color, and opened the room for the rise of populist and protest parties.  But while the rise of populist and extreme parties is one of the most often discussed political impact of the crisis, the empirical studies indicate that economic issues are marginal when it comes to the platforms and the sources of popularity of extreme parties. It is also unlikely that extreme party can form its own government in any of the member states. But while the repetition of the 1930s is unlikely the political impact of the crisis will be dramatic. The rise of protest and extreme parties indicate a profound transformation of European politics. They support the findings of Jacopo Ponticelli and Hans-Joachim Voth who in a paper published by the Center for Economic Policy Research argue that in the period 1919-2009 in Europe the politics of the budget cuts has led to  the rise of social and political instability. The budget cuts affect not so much citizens’ pattern of voting than their readiness to be involved with extra-parliamentary politics-to go to strikes, rallies or to resort to violent actions. 
What we witness in Europe today is the emergence of illiberal political consensus (a new common sense) that blames the failure of social integration on the immigrants, that favors national interest over European interest and that mistrusts the state institutions. And it is not the rise of the right wing radicalism but this very transformation of the European mainstream that is the real challenge for the survival of open societies.
The empirical studies indicate that youth plays a critically important role in the rise of the protest politics and that the populist and extreme parties are better positioned to function in the digital age. They better utilize the rise of the new social media.

Demography and the demographic fears of the majority groups play increasingly important role in the European politics. Threatened majorities - those who have everything and who fear everything - have emerged as the major force in shaping nations’ agendas. According to a report of the British Government’s Office of Communities and Local Governments in 2008 white people in Britain were less likely to feel that they can influence decisions that affect their country than the non-white minorities. Cultural insecurity more than economic stagnation explains the success of the extreme parties. The risk is that the attempt of the European leaders to take economic decisions out of the electoral politics will lead to re-defining democratic politics to claims over identities.
The constrains on democratic politics that came as a way to save the euro can have a far-reaching consequences for the future of Europe. The EU democracies were always constrained democracies.  In the days of the Cold war foreign and security policies were de facto taken out of the electoral process. Voters could change governments but they could not change geo-political alliances (this explains why the powerful Italian communist party never ended in government before 1989). What European leaders sell to their publics now is a different version of constrained democracy, one in which the economic decisions are taken out of the electoral politics. Voters can change governments but not economic policies. European leaders tend to believe that only this type of democracy can guarantee the survival of the euro and prevent the disintegration of the Union. European leaders could be right. But the critical question is, is it possible to have functioning democracy where there are no significant political choices to be made and where economic policies are largely determined by non-political actors (central banks, international agencies, transnational corporations, articles in the constitution). Can such a democracy avoid the risk of permanent political and social instability?
So, it is not the rise of extreme parties and authoritarian governments but it is the rise of ungovernability of European democracy that comes out as the major political risk in Europe. We also argue that the transformation of the national politics and the rise of the protest parties will have important consequences for the foreign and security policies of the member states. The elites will lose their control over foreign and security policy decision-making and security issues will come at the core of the electoral politics. The expected rise of political and social instability will increase the influence of police and other security agencies in the political process of the member states while the role of the army in the process of decision-making will decline.
In short, while security experts are pre-occupied to understand how the budget cuts and the new fiscal constrains will affect the foreign and security policies of the nation states, we argue that the crisis will additionally decrease the willingness of the publics to invest in defense. While at the same time publics’ growing interest in foreign and security politics will lead to further nationalization of the foreign policy and will even further reduce Europe’s willingness to intervene globally. So, Europe risks the rise of populism and isolationism at the same time.
The Crisis and the Crises

Contrary to the hopes of many EU experts the euro crisis did not contribute to the unification of Europe so far. While politicians prefer to speak about the Crisis (in singular), in reality what we witness is crises (in plural). Germans and Greeks experienced the common crisis very differently. At the least for the moment Germany benefited economically and politically from the crisis while Southern Europe was simply destroyed by it. 

The crisis put an end to some of the previously existing divisions in the EU, like the divisions between the old and new member states (division that was structurally defining for the Union in the pre-crisis decade) or the division between Germany and France and the rest/due to France’s loss of influence/ but at the same time it brought to the fore other divisions, four of which we consider of critical importance.          

· The division between creditors and debtors that threatens the equality between the member states and creates the absurd situation in which the voters in one democracy (Germany) defined the economic policy of another democracy (Italy or Greece)
· The division between the members of the euro zone and others that brings the specter of two speed Europe

· The division in power between Germany and the rest that makes some fear the emergence of Germany’s Europe

· The division between the UK and the rest that raises the question of UK’s future in the EU.

When it comes to foreign and defense policies the emerging divisions in the EU can turn to be of critical importance. For the moment the member states that are most active in working in the direction of the EU as a global power with common defense policies are mostly mid-size member states like Poland and Sweden which try to use foreign and defense policies as a way to sustain the cohesion of the union. But if the current status quo in which the political leaders of some of the non-euro zone member states do their best to promote more active engagement with the world while the leaders of the big euro zone countries are totally focused on the new institutional architecture of the euro zone is preserved then the chances for major advances in the CSDP are minimal.

Europe in the Eyes of the Others

Europe is in crisis. The other global centers of power are in crisis too. The US’s foreign and defense policies more than ever will be defined by the size of the American public debt and the fact that China (America’s most powerful rival) is also its major creditor.

China’s political system is in stress and more than any other period in the last 20 years Chinese leaders fear social and political instability.

Putin’s return to Kremlin marked the end of Russia’s attempt to modernize its state and society. 

While Turkey succeeded to position itself as an influential regional power, it now starts discovering the costs of its new position. The Arab Spring revealed the strategic vulnerability of Ankara.

In this context Europe’s global influence in the coming decade will be significantly influenced by the way others interpret the sources and the consequences of the crisis.

It is fair to observe that while the EU remains the United States’ closest global ally, Europe’s central role in America’s global strategy is a thing of the past. The crisis only strengthened America’s doubts about Europe’s reliability as a global partner. The US would be happy to see the EU more clear and assertive in its policies towards its neighborhood – Russia, North Africa, Near East, China – rather than being concerned only with its internal security. The USA does not understand the EU institutional build-up, does not understand who is responsible for what, which are the active institutions, and why EU is not dealing swiftly with the present crisis in a US fashion – bail-out, fiscal stimulus and government debt. So the Americans begin to believe the EU cannot function. (A good counter-point here is that the EU is definitely not the only political structure that the Americans do not understand). On the other side, the relations across the Atlantic are very deep, like a second nature for both sides, and will not be broken.  Another reality facing both sides of the Atlantic is that there will be a massive downsizing of military across the West.

In summary, Europe is important for the US, but the US does not know how to operate with it, because it has trouble understanding its functioning and its expectations for EU as a partner are not met. From the US it seems the EU is quitting its assumed global obligations altogether.

The view from Russia can be summarized in the observation - “We thought we are rising with China, but we are falling with Europe” now popular among Moscow elites. In the last year’s Transatlantic Trends Survey the majority of Russian public tended to believe that Asia is more important for Russia than Europe. In the words of Russian expert Dmitri Trenin - “If Peter the Great was born today, he would make the new capital of Russia in Vladivostok”. The analysis of the Transatlantic trends data also demonstrates that when it comes to foreign policy the anti-Putin constituencies in the Russian society de facto endorse the foreign priorities of the current regime. The opposition public shares Kremlin’s distaste for value based foreign policy.
Ironically, Russia in many aspects seems more up-beat on EU that EU. Moscow sees the European crisis as a nexus of dilemmas: between welfare state and competitiveness, between redistribution from wealthy to poorer and efficiency of the use of these redistributed resources, between global responsibility of the EU as a soft power and its decentralized foreign policy-making, the immigration dilemma – immigrants create problems but are vital for demographics and competitiveness. But compared with the choices that Russia herself is facing today these dilemmas seem dynamically manageable, leaving Europe as a still very attractive place.

China does not know much about Europe and it is not sure that it is worth knowing more. Unlike USA, Japan and even Russia, EU is not a security threat and the attitude is ambivalent: if EU is unified, then it is helpful in creating a multi-polar world; if EU is disunited, then the world is bi-polar (Chimerica), but it is easier to deal with separate small countries. 
What China has learned from the European crisis so far is that there are two Europes -one that works and it is called Germany and the other that does not work-the rest.

The dominance of Germany in the China-EU relations is one of the important effects of the crisis. The Chinese were very hopeful after the initial success of the Euro zone, then were disappointed that EU is not delivering as a global player worthy to form a pole in a multi-polar world, and have by now downsized their expectations for Europe to purely economic opportunities. Thus the European crisis is seen as more political than economic – a crisis of governance structure, a crisis of the political failure of EU to emerge as a global pole. 

The view from Turkey is defined by the decades long saga of Turkey’s accession. It is EU which now seems like the “sick man of Europe”, as viewed from Istanbul. It is an essentially success (peace, prosperity, markets, security, even the Euro) story which has gone too far for its own good. Its decision-making structure looks cumbersome, its PR of its own image is very poor. With respect to countries like Turkey, if something between a full membership status and an outsider can be developed, would be very useful. Turkey still wants the EU carrot, but its attractiveness is decreasing by the day. Turkey’s newly discovered strategic vulnerability does not bring it close to Europe because when it comes to hard security Ankara prefers to talk bilaterally with Washington.
Actually, Turkey is looking at the UK as a possible example – not out of EU, but not involved in many of its core processes, waiting to see whether the EU will succumb to the crisis (“guns” scenario), or emerge stronger with better structure after it (“roses” scenario). And while waiting trying to develop strategies with respect to the scenarios.

The major conclusion to be drawn from the way other global players view the European crisis is that while everyone is in crisis, the EU is paying the highest price in terms of its global influence.
The crisis should force us into re-thinking the very meaning of power in the modern interdependent world. While in the last two decades European policy makers were focused on the notion of “soft power”-the power to inspire others and become model for them, the crisis forces Europe to pay attention to two important new aspects.

First, it seems now that some of the key features of the European model that we tend to view as universal-post-sovereign, secular, de-militarized are much more a European exception. And particularly in a situation of economic decline Europe’s role in the world will depend not only on its values but also on its hard power.

And secondly, the comparison between the way the markets reacted to the debt crisis of the US and the debt crisis in some EU member states makes us believe that in the globalized interdependent world, power is not simply the capacity to inspire and lead by example but also the capacity to spill your problems onto others. While the biggest market in the world and probably most exciting global political experiment the EU obviously at present lacks this capacity.

The conclusion is that while many security experts are over-optimistic that the crisis and the new decline in defense funding will almost automatically lead to more sharing and gives chances for more effective CSDP our analysis points towards the opposite trend. In our analysis if there is a lack of brave political leadership Europe risks to end up with lower defense budgets, nationalization of the foreign and defense policies as a result of electoral pressures and the marginalization of the EU as a global power.    
