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PROGRAMME

30. May. Monday

19,50 ' , Arrival
' Accommodation Hich-School. Hostel
Budapest, XIV., Ajtdsi Diirer sor 19/21.

31. May, Tuésday

8.30 ~ Breakfast
9,30 ° '4; - Npenina session [Room No. B-27/
9.30 - 12.00 The developiﬁq and main nroblems of Italy's

and Yunocary’s economy and the coomeration
between the two countries.

12.30 ' Lunch /the members of the Italian delecation
are invited by the Institute for World Economics/

- "Perestroyka", integrational chances and the”
East-%est cooperation

14.90 = 17.00

19.:30 ' Dinner civen by Professor M. Simai
/See invitation card/

l.'June, Wednesday

8.30 | Areakfast

9.30 -.12.00 - - Global security and problems of the world-
: f economic -environment - .

12.30 : Lunch - -
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14.00 - 17.00

17.30

2. June, Thursday

8.30

9.30 - 1200

12.30

14,00 - 17.00

3. June, Friday

8.30

Page 2.

General discussion and conclusions

Reception given by Prof. P&l Romany,
Rector of the Political High-School

~/See invitation/

' Breakfast

Cooperation between IATI and IWE:
discussion of the plan for common
research and other forms of cooperation.

Lunch

Continuation of the morninag session.

BRreakfast

The whole day is free for individual consultations,f

sightseeino, shopping, etc.

4. June, Saturday

5.25

Departure for the airport.
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THE MIDDLE EAST FROM A WESTERN EUROPEAN PERSPECTIVE

by Roberto Aliboni "

1.This presentation discusses the situation in i:he Middle East and the
Perdan Qulf (referred here to as the South Western Asia, SWA) from a Western
European perspective. SWA is seen, first, as a global factor and,

secondly,
fram a regional point of view.

2.Looking at SWA as a global factor, the most important trend concerning
- West European countries is thelr inereasing direct involvement in that area.

2.1.As a rule, when Us-Ussr relations are conflictual, Nato's Euwropean

allies put pressures on the Usa in order to impreas a more cooperatlve approach '
over East-West relations. x : '

In this framework, after Mr. Reagan took over the Us presidency with the
aim of restoring a more acceptable balance of power with the Ussr, the Usa and
the European allies have been quarreling over three points related to the state
of East-West relations: arms conftrcl negotiations and the development of new
weapons systems (especially SDI); economic and technological relations; PLO's
role in the Arab-Israeli eriszis and, later, terroriam as an international ]
factor. As Us-Ussr relations became more cooperative {from their 1985 summit in
Geneva)s up to the present agreement on dismantling intermediate and shorter
‘nuclear wéapons, allied pressure on the Usa have eased and almost disappeared.
This is happening in relation to the 3DI programme but also in relation to the
Us policy in SWA. Intra-Nato conflict because of the Venice Declaration on the.
PLO role and the Us attitude vis-2-vis Afghanistan and Iran at the end of '70s

has now glven Wway to a remarkable cooperation at the occasion of the current
Persian Guif crisis.

More Us-Ussr cooperation brings about a reassurance to the Western

Europeans., This allows for more cohesion and cooperation among Nato allies in
Europe and out of the Nato area as well.

2.2.The recent disarmament agreement in Ewope has changed the West
European security perception on both subjective and objective ground. It brings
about a rethinking of the West Euwropean defense. West European presence

out-of-area is likely to become an important part of the new West European
security concept.
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Disarmament in the European theater is at the same time an outcome and a
factor of a wider change in both superpowers' regional priorities. Both the Usa
and the Ussr have undergone a growing involvement in SWA. This involvement is _
witnessed by the new military arrangements made by Washington and Moscow by
setting up the Rapid Deployment Joint Task Force in Tampa and the new Southern
TWD respectively. Disarmament in Europe and the new Us regional priorities
coalesce in giving Western Europe a new and enlarged security concept. More and
more security 1s getting a mutual concern. Security is not divisible. In order
to keep alive an American supported European security, Western Europe has to
match non-European Us security regjuirements elsewhere. Regions where a West

European presence 1s expected are quife naturally SWA, the Mediterranean and
Africa South of Sahara.

In this changing enviromment objective West European interests, such as
oil, trade, etc. are likely tc become more visible to publiec opinions and more
inescapable to govermments. That will combine with changes in perceptions to
reinforce the trend towards a strengthened West European presence in SWA.

. 3.At the regional level, the outcome of the Iran-Irag war seems now linked
to the global level as & conzequence of the Western decision to protect
navigation in the Persian Gulf. This makes it more unpredictable than ever. On
the other hand, the Arab-Israeli conflict is undergoing important changes
within the reglion itself. This is confronting external powers with new options.

First, the FLO is more and more appearing as a vanishing political force.
The Ussr sponsored reunification in Algiers has failed to reintroduce the PFLO
as a credible actor on the Middle EFastern stage. After they failed to enforce
‘the option of acquiring a national status under the Hashemite dinasty (as the
Italian "republicans" did under the Savoy dinasty) the PLO seems now left with
no option any more. If this trend will stabilize it will reveals the real
nature of the Arab-Israell conflict as an inter-State conflict. This will

require a deep change in the regional policies of the external powers
concerned.

Second, Syria has proved unable to arrange any kind of stabilization in
Lebanon.' Furthermore, the contradictions of its alliance with Iran have begun
to emerge and Damascus seems now obliged to pay more attention to its national
interests and to its (never clarified} projection toward a Greater Syria. This
trend is converging with the transformation of the Arab-Israeli conflict in a
local (though very difficult) inter-State conflict.

Third, Wwhichever Iragi regime will survive or come next to the present
crizis it will lead a country that because of the war has intensely
industrialised, acquired diseipline and consciousness, a strong security force
and a stature which can not be compared by its neighbours, particularly Syria.
This will complicate the inter-State confliet in the region. One important
diplamatic task today is that of favouring a rapprochement between Irag and

Syria as to avoid strong conflict ahead. This has been very well understood by
Moscow,
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Contrary to what happens with the Western powers, all these trends seem .
very clear to the Soviet govermment, which in the last years has been able to
evolve from a sectarian partner to a more responsible and balanced superpower.
This evolution should be considered by Western powers not as. a- dangerous

competition but as an opportunity to test the possibility of enlarging
cooperation f‘r-cm the Western theater to SWA.

.The West European countries, which are about to enter a deeper military
involvement should be especially interested in exploring this option.
Nevertheleas their new military engagement is not altermnatlve to cooperation
but it is a necessary condition for giving cooperation more chances to succeed.
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Before the Geneva sumpilt meeting with Mikhai
announcad that he wantad to resume discussio
the Soriet Unicn, but he did not maks this z
agresmantz. In hiz address of January 15, 19
the idez at contrcl agresmenis "eould
regionzl conflichts.™ Achbually, the Zrospect
ecnir n i th Y 2

of
bekuesn pe
inar eiy
the im gz
Aliia foree tnat
seaks ticzl d zart, Gortzelcer has
regezt gd ates aims atiad solute security for
itzelf, in contrast with the security of the rest of the wcrld, that the
Mmericans sre develcping of fensive space weapons ("2 onzald that can t2 quicidy
trznformed into a space swerd"), and thabt the UG.3. acts as the meain gprotesctor
af wiat the Xremlin call "state terrorizm', clezrly zllu i et to I

The LWwo superpcwo: —: vaus engacged inoa bit

cenfrontation, in the arms Tield and in-Burcpe and the
both seem prepar=d to btalk about arms controel.
reports from Stockholm: sezt of the Conference
fraoevork of the Conference of Security and Cooperzti
che Viennz Conf arence on mutual, bzlancad fores re

raducti
(BFR), frcm the Ul conference in Genevz on the possidl
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chaemical wezpons, and a2lso From the bilaterzl U, S.-Sovi
nuclezsr arms control, especizally as regards infermediat I s
Houhere has an actuzl ggreement besn reached, bub sceme sigificant progr
been made in all these forums.

Consiliztory remarks are being made and possible grounds for
ad in

agreement are zlso being 2uplored in connection with scme regicnel conflicts.
One hears tallk of the pessible resuscitzticn of the plars for an interrziional




conference on the Middle East, which Carter and Brezhnev had sought to agree
on. A brief 90 minutes meeting, in Finland, between two official delegations
frem Israel and from the Ussr, mid-August 1986, has revived cemmunications
between the two countries, for the first time after 1967. Diplamatic rumors and
modest signals frog Moscow allude to the possibility of compromise on
Mghanistan., Moscow has sent top level diplomatic missions to Tokyo, Beijing
and the major West European capitals. The Soviet leader Gorbachev has been
particularly forthcoming in the case of China, hinting to the possibility of a
sizeable reduction of Soviet troops in Mongelia and to the acceptance of the
Chinese position in the Ussuri border confrontation. On the U.3. =side, the
possibilifies for facilitzting and expanding economic dealing with Eastern
Europe are being explored.

These signzls, however, have not prevented the persistence, and in
sme cases the aggravaticn, of international tensions. One example is the
delicates dangerous situaticn in the Mediterranean, with the heightening of the
international terrorist menace and the preliferation of military maneuvers andg
the military presence of the superpowers. But this is certainly ncot the oniy
case. The unending Gulf war between Iran and Iraq. the Soviet intervention of
internal and intermational conflicts in Central America, the numerous direct
and indirect wars in Africa, are all important signs of a persisting erisis in
international relations despite the prospecis for agresment in sSome sectors.

Judging by the present situation, them, it is unlikely that East-Hest
relations will soon see a return to the climate and the conditions of the
detende years. The superpoWwers intend to renes z dialogue and perhaps attain
some concrete results, but they no longer have the illusions {(or hopes) of the
past, and both sides affirm the principle that they are essentially diffsrent,
and counuerpoged, to one ancother.

'This cannct fail to have repercussions in terms of arms contrcl
agreements, The first and perhaps most obvious consegquence is the importance
taken on by the verification issue, where the limitation to so-called "neticnzal
means of verification" is more and more strongly questioned, In zll negoiiating
forums, the Western countries are now insisting on the need for local
inspections, either national or international, capable of checking, directly
and on-site, the national information obtained by satellites and other sources.

The President recently reaffirmed that he would be prepared to submit
the Threshold Test Ban Treaty and the Peaceful Nuclear Explosions Treaty for
Congressional ratification only once the Soviet Union had agreed with the
United States on the introducticn of a meore accurate system of observaticon znd
surveillance of underground nuclear explosions.

Moreover, the U.S. administration also stresses the problem of Soviet
non-compliance, asserting that the Soviet Union "has violated its legal
obligation under or peclitical commitment to: the SALT I ABM Trezty and Interinm
Agreement; the SALT IT Treaty; the Geneva Protocol on Chemical Weapons as it
refiects the rules of customary international law; the Biciogical and Toxin
Heapons Convention; the Limited Test Ban Treaty; and the Helsinki Final Act."

Actually, these real or presumed violaticns vary considerably in
legal and military significance. Same are of only slight importance, while
others (like the Krasnoyarsk radar, the SS-25 ICBM, and, if proved, the
violation of the Biologicel and Toxin Weapons Comvention and the 1925 Geneva
Protocol on Chemical, Bioclogical and Toxin Weapons) are of unquestioned
strategic importance. All of them, however, both singly and as a group
W timately produce sericus political and psychological effects, making future
zgreements much more difficult.

Apart frow arms contrcl proper, in fact, what counts in relation
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between the superpowers and improved East-Yest relztions is the creation of an
atmosphere of growing mutual confidence and cooperation. In the strictly
military sghere, so-called "confidence-buililding measures" (C3is) may nct have
had much concrete importance, but they have certainly helsed improve the
politiczl climate and erhance reciprocal willingness to engage in dialogue.
T™he (Bls atipulated in the Helsinki Final Act in particular, as well
as those currently under discussicn at the CIE in Stoclkholn, direetly zffact
Eastern and Yestern Europe, as well as the neutrzl and norn-

4 b

siigned countries.
As Stephen Larrzbee znd Allen Lynch cbserve in a recent study, "CBHs canrot
create conridence or trust among nations, especially zmowng zdversary nzticns...
Tney are desizned to stabilizse relations between states oy providing tangitle
and verifiatle assurances regarding the purpose and chcr gtzr of miligary
activities.™ Obviously, such z purzose nolds special intersst for the weziker
naticns, or those cutside the tro great alliznce that ecriront one another i

zurope, naticns which ¢an cnly s=in by more extensive eo:tr:ls. cr
sell=-contrela, over the military activities of the superscoiers.

Hewever, the kind of East-Vest dialogue that i
‘lashington snd toscow, based on mutual misirust and il g
prove particularly insensitive tc the prospect of new ancg Zetler (Biis, Z7 thsir
very patuwre, in fact, such measures regquire a certain degres or 1
good will on the part of the countries involved. Subjectinz CBlis €
verification (and with on-site inspections, nc less) and Saiting them nandatery
means, in practice, turning thes intc something closely r
contrcl agreements, thus increasing their importance whil
difficulty of reaching agreement

In sheoré, while on ;he one hand the ides of
=i znificant, full verifiable and mandatorv is intende

-1

Ly,

d
impeortance, on the other giving up 2 more indirect, less 2:plicit aporozch, not
binding in st 1ntl lezzl terms and less significant in ztriztiy military

= 2

4.
terms, blcels cne avenue of diziogue and mekes the ssarehr Tor politicesl
ccmpromise befween Fast and Vest more arducus.

Tnis critique apnlies egually to Washington znd -2 loscow. For i
is the United States that is most insistent on the princizis of verifizghil
and on the military significanes of any and a1l agreements, for its part t
U.S.8.RB. hes what can be czlled 2 mixed compliance precord znd would even 1
to accord the status of confiden ice-building measures to a whole seriss of
generic declarations of principle or of good will, which instead must be taker
for exzctly what they are worth.

The strietly military and technical zttitude of fhe cone =zide and the
basicelly propagendistic stance of the other have conbinec to strip of meaning
the European line favoring the progresive construction of 2 situafion of autusl
trust beftween East and Yesi. CBlis in perticular have been vieged by the
European {especially the countries of Eastern Europe and tae neutral znd
non-zligned nations) as a useful diplamatic tool to limii the risk of the use
of forece in Burcpe and mederzte the nezative effectis of ize confreontation on
their relations with the superpowers, chiefly the U.S.S.2.

Tne fact thzt CBiis get harder to negotiate and the effort te give
them grezater military significance cannot help but limit the negotiating
freedom of the countries of Eastern Furope and of neutral:z znd the nen-aligned
in general. Gerhard Wettiting notes that "the extent f{o which the Soviel have
usurped the sole say over the military affezirs of the Warfzw Pact, has led to
the emergence in Eastern Europe of a conspicuous interest in the
conf idence-building measures which the Western, neutrzl, and non-2l igned
nations have been proposing at both the C3SCE and the CDE." 3till, excest for

Lo
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Romania, this has not led to any major independent initiatives by the members
of the Warsaw Pact. On the contrary, if we look at what is happening at the
MBFR talks, where CBMs with evident, concrete arms control aspects are under
discussion, we observe a clear predominance of the Soviet delegation over the
other Eastern delegations, which are often apparently unfamiliar even with the
poesition the Swwiet representative presents in their name.

If 1t can be said, then, that the climate of East-West relations has
certainly improved, opening the say to new agreements, there is alsc a
strengthening suspicion that at least for now the substance of the
corfrontation between East and West cannot change. In other words, it is
improper to speak of “detente."

Hor, furthermore, does it seem correct to speak of "peaceful
competi tion." For this term presumes the zcceptance by all the "eompetitors" cf
a cocmmon framedork, an underlying solidarify, or at least the rules of the
game, whereby the victory of one athlete or the cther does not change the
nzature of the game or the design of the piaying field. In our case, though,
what we have is a confrontation that can be called peaceful simply becauge it
has not reached the level of an open European or global war. Certainly,
political dialogue and arms contrcl agreements could produce & quantum leap
fram the present situation of no war to a new one of structured international
peace, but the pr‘ccessappeér's to be long, slow, and anything but sure.

After this premise, let us seek to offer a more in-depth analysis of
the state of Fast-West affairs.

The Stratesic Relationshio

This new phase in U.S.-Soviet relaticns has been made pessible by the
end of the long period of uncertainty and instability of the teop Kremlin
leadership in the wake of Leonid Brezhnev's death. (Actually, it had bepgum some
tice before he died.) During this period the United States saw the sucecessful
reelection of fonald Reagan as President, ending 2 long series of
administrations that failed to serve out two full terms {(Kennedy, Johnson,
Mixen, Ford and Carter). For once, therefore, the situation was one of stable
leadershlp in the United States and shifting, unstable leadership in the Sovist
Union. For many years, until Gorbachev and his group took pcwer, this certainly
enccuraged the Kremlin to adopt a prudent, conservative strategy little
inclined to take the imitiative. With rare exceptions (coming for the most part
during the brief goverment of Yuri Andropov), the West could easily anticipats
the Soviet response to Western moves. The Soviet played by the book, accepting
the passive role to which they had been relegated by the new activism of the
Rezgan administration.

Today, all this is changed. That dcoces not mean that in the Gorbacher
era the Soviet regime has demontrated great imagination or attempted to
revolutionize the rules of the game. But it does mean that the Kremlin is no
longer a passive interlocutor, and that every so often it toc is capable of
taking the initiative: its moves are no longer so easily predicteble.

‘ If, therefore, we are interested in understanding the present nature
and the possible future of East-VWest relations, ocur point of departure nust
necessarily be an assessment of just this nes element; the internationsl and
security policy of the new Soviet leadership.

Precisely because it is new, however, Gorbachev's foreign and
security policy is not yet fully clear. The new continues to be mixed in with
the old, not yet forming a full, consistent whole. In just a year Gorbachev has




visited Britain and France and met with Reagan. A visit to Italy has been
announced. The new foreign minister, Eduard Shevardnadze, and the new Prime
Minister, Nikolai Rizhkov, have also had occasion for numerous-international
contacts. find virtually all Western leaders have managed to meet the new
leaders. Although it gives top priority to the economy, the new leadership is
aware of the importznce of international relations and of the need tc sextend
the Soviet presence and erhance the Soviet image in the world.

What is still unclear is the set of pricorities of the new Soviet
foreign policy. The initial concentration of attention on Western Europe and
China (followed by a trip to Japan by the Soviet foreign minister), might
suggest an effort to improve the Soviet Union's relsticns with its pricipsl
neighbors. During his visit to France, for instance, Gorbachevr referred
repeatedly to the need for betfer relaticns with Western Europs, even going so
far as to hint at the possibility of excluding French nucliear weapons from the
Geneva arms control talks. The Comecon's willingness to begin oversll
negotiations with the Eurcepean Community and Gorbachev's positive assesament
{again, during the Paris trip) of the process of Western European integration
als0 point in this direction.

After the Geneva Summit, however, and also in the Janusry 15 speech
which announced his proposal for global disarmc ..., :tie Communist leader
appears tc have changed course. Though not abandoning his overtures to the
other countries of the Wesi, he nos seems resclved to pursue the more
traditional course of a direct, pricr agreement with the United States.
Particularly indicative of this new line is the totzl omission from the January
15 speech and many subsequent statements of all reference to the Relsinki Final
Act and the CSCE, except for certain aspsects of the CDE now proceeding in '
Stockholm. Cn the coatrary, ‘the gicbal disarmament plan proposed by Gorbachev
in Jaznuary, while offering some proposals directly affecting the Eurcpeans,
appears designed primarily to scften the c¢lash with the Mericans. The issue of
the British and French deterrent has been given some attention, with the offer
of direct bilateral negotiations. Some considerzation has received zlso the
major Franco-British objection: that no reduction of the two European nuclear
deterrents will be possible without a priocr agreement diminishing the
conventional, chimical and strategic nuclear threat against Western Eurorpe.
Gorbach has in fact proposed also an impertant reduction of conventional
forees in Central Europe, without however taking into acecount the actual
imbzlances in favour of the Warsaw Pact. The Vienna Mbfr negotiations,
mcreover, have not made the progress anticipated on the basis of these
Gorbachev proposals. The concessions offered with respect to the CDE are &also
intended chiefly as a response to U.3. objections. Mentioning the possibility
of postponing talks on the inclusion of naval exercise among the CBMs under
discussion in Stockholm interests mainly the United States. By contrasi, there
is no mention whatever of scme naticnal right to on-site inspections in the
territory of another party to the agreement, an innovation that would certainly
erhance the role and the possibility for independent initiatives of the various
European powers with respect to the superpowers.

Still, it is significant and positive that today several M"areas of
consensus™ can be identified that could give rise to arms contrcol agreements.

These are roughly the following, in order of probability (the first
ones being those where agreements seem most readily attainable):

a) An interim agpreement on INF in Gensva; B

b) An understanding in Stockhnolm on prior notification of military
maneuvers and on a statement reaffirming the principle of the
renunciation of the use or threat of force in the framesork of the
priciples of the Helsinki Final Act;
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c) Progress in the MBFR talks and in these on the cutlawing of chemical
Wezpons;

d) A U.S.-Soviet agreement on the overall dimensions of-an initial cut
in strategic nuclear forces (the fisures proposed by Reagan znd
Gorbachev, at dif'ferent times and in different ccntexts are not =o
far apart);

e} Hew discussions on a nuclear test banm on U.S. ratification of

existing treaties on the matter, and on a2 progressive diminuticn of

apnd perhaps & ban on the tasts;

Hegotiations on the issue of satellits security and anti-satsilits

arns control.,

y
—

Tt would be mistalken, however, to igncre or undsrestimate the
pofentisl obstacles to the successful conclusion of these talks.
The principal obstacles concerns the stratezic talks proper, and

ang i
2

stems frem the diametriczlly oproszed nositicn of the U.3, and the U,5.5.2. on
the issue of the Strategic Defense Initiative (3DI). The Soviet side hes
repeatedly znd explicitly stated that U.S5. renunciation of "offensive spacs
weapens® {as the Sovist define SDI) is an iadispens=able precondition to zwy
agresment on nuclear diczrmament. However, the Soviets have suggested that 2
lipited nuclear agreement, an interis agreement of the Soviet goverment

a

dy by the final ccmmunigque of the Genrneva Summit, perhaps covering
be possitle even in the absence of constrzints on SDI.
_ The Mmericarns, for their part, have already stated on 2 nuwber of
occazions Tirst that S0I is a stratezic oriority and czn not and will not be
tarzaining chip, and second that a present SDI is notbt repgotiavle, in i
stiil sinply & research program, now an operational strategic preogran.
© At least for now, then, both =ides declare that DI in
non-negotiable, it must te either accspted or rejectad. Obviously, such
cogition it incompatitls with & successful ccurse of strategic arms taiks. On
the other nand, we must note two fzctors that nizht permit both superzcwers to
ke a different stancs in the futwe. Te Tirst, on thes American sidss =
zffirmation of the U.S. intention not to violate the ccmnitments of the £BH
< 8

~tT
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2}
'_I
1
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Treaty, hence its stated willingness, prior to the deployment of a2 defsnsive
system, to open talks on it with the Sovietz. A recent American propos=zl, to
extend the validity of the Abm Trealy for 5 to 7 years more, while not very
forthcomfng in terms of the zctual testing of space-based Erd, is a
corfimaticon of this positive trend.

The second, on the Soviet side, stsms fram the very choilce of the
term Yoifensive space weapons" to deseribe SDI, The Scviets do not appesr to be
concerned over the defensive uses of a future Ballistic Missile Defense systenm

(BHD) as much ag over the possibility that a BiD system could be used to
increase the possibility of a surprise first strike ageinst Soviet nuclezr
forees and that it could be ezsily turned from a space shield into a sword (in
Gorbachev'!s words), heightening the Mmerican strategic threat te the U.3.8.5.

It would appezr, then, atbt least in theocry, that there is scze
possibility of a compromise aimed at limiting the effectiveness of 3DI and some
of its technologies and reaching jeoint agreement, with a nix of defensive and
of fensive strategic systems, on a2 new, credible, stable deterrence.

Today, such a prospect is only too easily labeled "wishful thinkinzg",
and in any case it would require a great deal of good will, flexibility, and
imagination on the part of both superpowers. But the very fact that we cannot
exclude the possibility out of hand is encouraging.

Tne prospects for an agreement on INF z2re aprarently siopler, for



here the divergences are more political than strategic or military. In highly

sumary fashion, they may be condensed to two:

1) The American maintain that the negotiations must cover all Soviet
SS-20s, both in Europe and in Asia. The Soviets seem t0o he prepared
to bargain over those stationed in Europe {and perhaps over a porticn
of the Asian ones as well, those that can strike Western territory in
depth), but they maintain that in principle the proper nepotiating
context for their Asian INF is together with the U.S. nuclear f{orces
stationed in the Pacific. '

2) The Soviets are asking at the same time for a freeze on the tactical
and strategic nuclear arsenals of France and Britain, while the
Mmericans claim to have no right to negotiate over those apparsntly
and the two European powers state that they are urmilling at this

stage to negotiate over their nuclear {orces in the context of the
INF talks.

The first point might be relatively easy to settle by setting a
fairly low ceiling for 3S-20s based in the Soviet Far East., However, any direct
comparison between the Soviet SS-20s in Asia, and the fmerican tactical nuclezr
forces in the Pacific, would be unzccepiable on various grounds. First of zall
because the balance is already made between 53-20s, worldwide, and Nato's
éuromissiles. Second, because there are important technical and strategic
differences to be accounted for. The 35-20s, for example, are mobile
land-based missiles, while all the American nuclear weapons in the region are
2ir- or sea-based. Contral over their deployment would entail limitations on
the freedon of movement of the U.S. forces incomparably more restrictive than
the limitations that would apply to Soviet forees.

The second pcint cannot be resclved in the way the Soviets hope. The
British and French forces are virtually all classifiable as strategic forces.
They cannct be pooled with U.S3. forces in the calculation of limitations on
overall force levels without putting the United States at a disadvantage in the
strategic balance vis-a-vis- the Soviet Union. On the other hand, even under
Gorbachev's proposed disarmament plan, Britain and France would not have to
start re&hcing their nuclear forces until the second stage (i.e., once the
superpower's nuclear forces had already been reduced by about half). Moreover,
nuclear arms reduction for Britain and France would begin with their tactical
weapons. The elimitation of their strategic arms, under the Soviet plan, would
not came until the third and final stage of the disarmament program.

Thus Moscow too agrees in principle that the nuclear forces of the
two European powers {and those of China) have a specialist status, not
perfectly comparable with those of the superpowers. Civen their modest
dimensions, they cannot be significantly reduced without losing all
credibility; hence they can only be either maintained or totally dismantled.
The point at issue thus concerns only their modernization. At the end of 1985
the Soviets maintained that French and British strategic forces amounted to 162
launch vehicles with #34 warheads {(though the latter figure is held by Western
sources to be exaggerated)., However, by the turn of the century, while the
number of missiles should repain more or less the same (zlthough France has
sheduled the entry into service in 1994 of a sixth and later of a seventh
nuclear-armed submarine, each with 16 SLBMs)}, the number of warheads is
expected to rise to more than 1200.
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probably negative consequences for the future of peace and security.
Scme of these problems could be settled if the other negotiating
forums (MBFR, CDE, the chemical warfare talks) managed to reach agreements.
Otherwise, the outlook for Europe, too, is for conflictual detente
featuring a combination of arms contrcl measures in scme areas (especislly on
INF) linked with an arms buildup in other fields.

The Worried Europeans

The scenario for East-West relations outlined here creates major
political problems for Western European goverments. Our cocuntries have a
structural interest in detente, for obvious reasons both political and
strategic. At the same time, these are zlso the most militarily vulnerable and
the weakest countries of the two bloes. This weakness leads them tc fezr amy
and all changes, even apparently' peaceful and positive ones, simply beczuse
they might upset the fragile existing balance.

411 this would be of little importance if we were heading towards a
period of real detente, mutual trust and cooperation between East and West in
all fields and on a wide range of issues. But that is not tha case.

The clearest indication of the limits of the present phase of detente
is probably the difference in the superpowers' stances on local conflicts and
regional crisis management. In his January speech Gorbacher said that "the
Soviet Union opposes making measures in the sphere of disarmament dependent on
(resoluticn of) so-called regional conflicts." In a word, he rejected the
concept of linkage, as Brezhnev before him had done. Considering that in the
past, under both Ford and Carter, arms control talks and apgreements were
dewngraded or broken off owing to the pclitical impact of local erises (from
Angola to Afghanistan), such a position does not appear very realistic.

On the oher hand, on many other occasions Gorbachev himself has
underscored the importance, indeed the urgency, of ending the numerocus local
crisis situations. So if he rejects formal linkage beltween args control and
regional crisis management, that dces not mezn he is unaware of its importance.

In particular, it is hard to underestimate the potential
repercussions of crises that could directly affect Europe in geographieally
contiguous regions such as the Middle East and North Africa. And it would be
utterly i'mpcssible to ignore crises breaking out in Europe itself -- in the
Balkans for instance, Nor does there appear to be any reasonable likelihood of
continuing to ignore the problem of international terrorism, and complieity,
connivance, and coverage of it and the possible and/or necessary responses
(including military responses).

We are entering upon a period of transformaticn of international
equitibria. The ccllapse of oil prices, for instance, will redraw the map cf
power in the Middle East. where some states that until now have played a2 role
out of all proportion to their real soccizl, human, and historical importance
mzy see their influence drastically reduced. This alone will increase the
likelhood of serious domestic and international ecrises and create a situation
of strategic uncertainty.

The two superpowers are self-sufficient enough economiczlly and in
energy supplies and have the requisite mpilitary means to view this sort of
develoment with relative calm and detachment, Not so their European allies.
The economic growth and the security of the countries of Ewope require a high
degree of interpational stability. Such stability may be ensured either by
joint, concerted management of the prineipal reglonal crises or (at a higher
nozt and at higher risk) by a sharperming confrontation between East and West
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and the identification of separac: ‘rrtheres of influence". At present the
superpawers appear to be wavering between the two alternmatives, hesitant to
make a definitive choice. The result is general strategic uncertainty, which
praliferates the unknowns in the future of detente.

Sipilar uncertainty appears to characterize the futue of the
Eurcopean military balance. The Soviet Union is actively engaged in the
modernizaticn and ewxpansion of its nuclear and conventional arsenal s,
especially ajircraft and missiles. The U.S. has announced a future revcolution
imieapons., Doctrines are being swif'tly transformed, bringing into question the
equilibriz on which Eurcopean security has been based for the past two decades.

The debate on the future of nuclear deterrence opened by the pacifist
and antinuclear movemenif, and taken up as a theme by President Reagan himsell
in his speech announcing SDI, will certainly have a profound influence on
perceptions of security and internationsl relations in Ewrope. Such coneepts as
flexible response, extended deterrence, and mutual assured destruction have
been brougnt into question. But the problem is not a Weztern one alone, for two
reasons. First, a change in the nuclear doetrine and strategy of one naticn
cannot but affeect all the others. Second, within the Warssw Pact, the change in
Soviet conventional warfare strategy (the introduction of the Operational
Maneuver Groups for instance) and the apparently erhanced role of short and
medium-range missiles, both nuclear-armed and conventional, deployed outside
Soviet territory may create problems of adaptation and divergent perception
among allies.

In the West, the prospect of &n arms control agreement covering just.
TF, together with the technological and strategic development impliecit in 3DI, .
is fueling a difficult discussicen on the future of European defense. Indicators
are the effort to revive the Western Euwopean Union (althcugh so far the ,
achievements of this effort have been modest in the extreme), the discussion on
the relaunching and reinforcement of NATO's comventional weaponry in Eurcopes
and the dehbate that has arisen over the possiblity of building a European
Tactical Anti-air and Anti-missile Defense System which could be linked with
the Mmerican BMD system of SDI (as the West Germans now propose) or else
deployed independently (as the French might perhaps prefer}.

These are not easy or painless decisions, however, for severzl
reasons:

a) First, beczuse they entail difficult budget choices, rendered
virtually inscluble by the problem of reconciling rising expenditure
with a general tendency tc reduce and contain budget deficits;

b) " Second, beczuse they can raise delicate problems in international
relations between East and West, since the vast majority of Western
nations intend to reconcile these programs for strengthening militzary
secwrity with a search for more effective and stable detente.

c) Third, because the decision must be made in a rapidly changing
strategic context, while the cperaticnal and doctrinal conseguences
of the technological transformation that has barely gotten under way
are still unclear, as is the effective scope and importance of

possible arms control agreements between the U.S. and the Soviet
Union. ' i

Ls usual, then, the Europeans may be strongly tempted not to do
anything, putting off decision until better times. This time, however, such a
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stance may be impossible, partly because the European members of NATO are under
atrong and continuous pressure fran their American allies to make decisions in
line with those of Washington, partly because the response to-Moscow's
avertures cannct be delayed too long.

In this situation, however. is is likely that the Western Europezn
response will be much more cautious than the Kremlin would like, stressing
defensive exigencies and the need to preserve deterrence rather than readiness
to embrace daring ideas of disarmament, 7

Western Europe could thus find itself in a difficult situation
uncongenial to its intense, sincere desire for detente, engaged in polemics
with the U.5.5.R., and at the same time unsatisfied with its relations with the
U. 2.

Such a develomment would needlessly complicate relations between the
countries of Eastern and Western Europe. Though both sides in Europe have an
interest in detende, the two groups of countries run the risk of embracing
conflicting poiicies, grounded in their different roles within their respective
aliiance., The Eastern Buropeans, in fact, appear to be convinced that ia the
ultimate analysis their security depends on decreasing NATO's military
potential in Europe. But this belief has not kept them fram increasing their
own defense spending; the GDR, for instance, increased its military budget by
7.7 percent in 1986, while Poland's 1985 defense budget was 31.7 perceut larger
than in 1984, at current prices. If we take into account the enormous
devaluation of the Polish currency in relation with the US dollar, of course,
the increase is greatly inferior (+1.5% in constant prices, according to the
figures provided by Sipri). We should not however underestimate the political
significance of these current increases, decided in a period of continuing
economic crisis, and growing social expectations. Nor does this merely reflect
the warning of Scviet Defense Minister Sokolov that the Warsay Treaty
Orgamization would mateh any U.S. arms buildup. It also indicates a willingness
to maintain and possibly increase the mititary role of the Eastern Eurcpean
allies {and in particular of the German Democratic Republic), notwithstanding
any other civilian priority. This choice has apparently not besn a totzlly
painless one, moreover. Previously, for instance, Romania had publicly
expressed a diametrically opposed view, calling for a decrease in the Warsaw
Pact members'! military budgets in the order of 10 to 15 percent. Even the GDR,
jJudging from signels that emerged during Viktor Grishin's Berlin visit in May
1985, acknowledged that up to that time it had not fully satisfied the Pact's
military reguirementsa. In committing themselves, that same year, to a
twenty-year renewal of the Warsaw Pact with an aufomatic further ten-year
extension, the Eastern European countries also agreed to play according to the
Soviety military tune.

The Western Europeans appear concerned above zll to ensure the
continui ty and stability of deterrence, through arms control measures where
possible, but with not a priori exclusion of military reinforcement where
necessary, though placed in a different political framesork, In particuizar, the
Western Europeans do not intend to submit to a situation of joint control or
bipeclar U.S.~3oviet management of European security that would diminish their
political role or bring independence into gquestion. The ultimate objective is
the same, but the paths toward it may be different.

It is clearer and clearer that limited disarmament (such as measures
affecting only the Soviet SS-20s and the U.S. Pershing-2s and cruise missiles
based in Western Europe), while having undeniable palitical significance, has
no equally self-evident military significance and may indeed be viewed with
considerable skepticism in Western Ewope. it is impossible to ignore, for
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instance, that with its new-generation S3-21, 83-22 and 53-23 short-range
systems, almost unnoticed, the Soviet Union has already deployed its first
highly accurate conventionzl missiles in Eastern Europe. These-weapons, while
allegedly a response to the NATO INF deployments, seem In reality to he an
integrzl part of the evolving Soviet-UTD strategy. The develomment of
conventional payloads for the 33-21 through the SS5-23 class missile systems
suggests a dramatic improvement in accuracy that could contribute to a Sovet
military decision to delay the employment of nuclear weapons in the
battlefield. The 33-21 reportedly has a range of 7% miles and an estimated
accuracy of 50 yards. The S35-22 has a 520-mile range and is being deployed in
the GDR. The S3-23 has a range of 300 miles. With this range capability, those
missiles will be able to strike most of NATO's highest-value military
instailations., This would extend Soviet coverage to WATO's rear areas and would
erhance strategic surprise.

The prospective ability of the Soviet Unicn to conduet a fast-moving
of fensive campaign against Western Euwrope, without itself necessarily rescrting
to the use of nuclear weapons, places a greater burden on the credibility of
NATO's escalatory options, €specially if the Mllied members, either for

political or for economic reasons, failed to augment NATO's conventional
assets. ‘

By the 1990s Soviet theater offensive capabilities can be expected to
be supplemented by arpmy-level SA-X%-12 brigades, to augment the organic air
defense of Soviet ground forces., The SA-X12 reportedly is capable of engaging
high performance aircraft, crulse missiles, and even ballistic missiles like
the Pershing-2. Together with the develoment and deployment of a successer
system to the Z3U-23-4 air defense gun and to the short-range S4-13, SA-1k, and
SA-11 surface-to-air-missiles, the SA-X-12 will impose upon NATO even more
stringent penetration requiremets while rendering the attaiment of operational
flexibility more difficult.

So if the U.S.S5.R. has some reasen for conesrn in the strategic
effects of SDI, NATC in Europe has egually sericus grounds for concern in the
of fensive and defensive weapons development of the Warsaw Pact. The erhanced
military role of the Soviet Union's Eastern European allies on the one hand and
these technical weapons developments on the other must both be scmehow included
and considered within the detente process and the arms control talks, at least
if some response to Western European concerns is desired.

It should not provoke surprise or shock., therefore, if it proves to
be the Western Europeans themselves who insist most emphatiecally on the
question of linkage and the camplicated problems of non-circumvention -- that
is, linkage between the varicus arms control agreements apnd between armss
control and regional crisis management, in particular crisis management in the
regicns of special interest to Europe. In particular, there are likely to be
long=running, thorny problems of non-circumvention and of extension of arms
control frem the sphere of INF alone to all conventional and nuclear arms.
Moreover, failing adequate arms control measures and satisfactory erisis
managemnent, it is likely that Western Europe, like Eastern Europe, will be
squeezed ever tighter in an overall arms buildup mechanism, ranging froas a new
generation of conventional weapons to thezter anti-aireraft and anti-missile
defense systems, linked closely or loosely to the Mmerican "space shield", to
the request to maintain both naticonal and allied theater nuclear offensive
eredibility. )

It would all be much faster and easier if the superpowers moved fraz
the present period of conflictual detente to one of closer international
ccoperation and real trust and confidence. Until then, however, it is

i — o h 2 S T ik S - et ok e S S T s e A e S B P o S S S S N MY M S S L L SN S O e e by e S SN . e e S VD P i e i



- inevitable that the Europeans should be, more than anything else, worried.

A Strategy Toward Detente?

New impetus needs to be imparted to the detente process and to arms
control. This depends first and forenost on the U.S.S.R. and the U. S5, but it
would be mistaken to neglect the need for initiatives fram the lesser powers of
Europe. For 1t is these latter that have the strongest interest in a rapid
improvement of East-West relations, for at least three reasons:

a) because they are also the countries that are most disadvantaged by
the unbal anced develomment of East-West relations and by the
difficult realities of conflictuzl detente;

b} because they risk finding themselves in the unpleasant position of
having to oppose unbalanced arms control measures or arms contrcl
mezsures that fail to take due account of their particular problems;

e) beczuse they risk being the first to suffer the conseguences of the

worsening of and of a mmber of regional orises in the Middle East,
the HMediterranean and Africa.

Every thing, then, seems to point to the need for a2 new, more incisive
European pclitieal initiative, if possible not restricted to Western Euwrope but
imvolving the active participation of the Scviet Union's East Euwropean allies
plus the neuirsl and norn-aligned nations. : .

It is easy encugh, in principle, to reaffirm the centrazl role of
European security and cooperation in any real detente and arms control, bui it
is hard in practice, not only beczuse it could cause difficulties in the
relations between the European powers and the superpowers bubt also beczuse the
Eurcpeans themselves are deeply divided, have divergent perceptions of
security, different domestic politiczl response times, and so on. Yet it must
alsc be recognized that only if a2 satisfactory response is made to the express
or 1mpl;1.01‘t concerns of the countries of Europe can a tr-ue, non-conflictual
detente process take root,

Some of these presequisites are already present, and could be
actively cultivated. Both the U.3. and the U,.S3.S8.K. for instance, recegnize the
importance of regional crises, and already they are engaged in exchanges of
information and viespoints on 2 bilateral basis. There is a rezl willingness in
both Washington and Moscow to look on these local conflicts in 2 new light,
fran the Middle East to the Gulf war beftween Iran and Irag, and possibly even
the war in Afghanistan and Libya. We have noted the emergence of some
possibility of progress in certain negotiating forums of direct interest to
Burope, fram the CDE in Stockholm to the MBFR in Vienna and the INF talks in
Geneva. All of this is still highly uncertain, of course. For the most part the
signs are just political signals, at times immediately contradicted in
practice, which do not yet appear to have taken on the form, the substance, or
the dignity of an overall strategy.

Is a joint Eurcopean initiative for detente imaginable, one that
starts from these signals and develops them positively? ’

This is not a matter of finding or seeking some strange role as
"mediators™ for the minor Euwropean powers with respect to their superpawers
allies, It is clear enough by now that in both Washington and more recently in
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Moscow as well there is recognition and acceptance of the existence of specific
realities and particular national interestz in the individual Ewropean
cocuntries that differ fror those of the superpowers. This does-qot mean,
however, that either Yashington or loscow is prepared to delegate to the
Europezans a role of mediaticn between Hast and Yest. The fwo-sided dialogue
between them has been under way for a2 long time now; it has its own
well-defined channels of compunication, its own characteristies and procedures;
it certainly has not the slightest ne=sd of more or less self-interested
"eouwiers”,

The problem, rather, i whether it 1s possitle to determine s
commcn Huropean interests, an objective Ewropean reality, with which bo

supev'powers nmust reckon, within the respective blces and in pan-Europezn
relatio

cme
"

In a words the question is whether it is possible to find and 1
substance to 2z eocllective European interlceutor in the arms control telis and
in the detents process.

Chvicusly, the first forum in which to test this possibility is the
C3CE. Unfertunately, however, despite the moderately positive siznzls ceming
frca Stockiolmy one cannot at present be overly optimistic with regard to the
success of the future Vienna conferesnce of CSCE, because of the c¢lear imbalance
that has arisen between the possitle progress at Stockholnm and the lack of
prcgress, if not actuszl deterioration, in the sphere of human rights. This
political impasse has to be overccmes, and in this the active involvement of the
U.3.S.R3.'s East European zllies would be imvaluables acting if nothing else
along the lines suggestsd by the neutrzl and non _llgned countries.

Butf we have tc zo bevond Stockhdlm zand the first phase of the CDE
towards closer cooperation in the political and strategic sphere and toyards
more militarily significant agreements in the area of CRBMs and arms contrel in
generzl, Ve shall examine scme of these points further on, but we can remark
straightaway on the unlikeliness of any immediate emerzgence of such cocoperzition
in the difficult sphere of arms contrel., because NATO 200 the Yarsaw Pact will
certainly seek to make significant agreements follow, net precede, the
stabllization of the ongoing, strategic and technclogical evoluticn bhetueen the
superpowers, which we' . i 2learly define their military priorities,

For this very reason, however, the time appears to have ccome te try
to creata 2 climate of mutuzsl trust aand better, less conflictuzl detents using
as a point of departure other aspects of the infernaticnal cenfrentaticn
between East and West. Sae of these aspects, such as econcomic and techriezl
cooperation, are of great interest, but are outside the sccpe of the oresent
paper and will be dealt with in another paper at this conference. Hers, let me
simply remark that true as it is that eccnemic cooperation and trade are not
Per se 2 sufficient condition To ensure peace and detente, it appears equally
true that trade war, sancticns and embargces on economic relsations arse
fundamentally incompatible with that objective.

Aside fran the ztrictly econcmic and ccmnercial aspects, hodever, in
the present paper it is worth underscoring the need for prcceeding jointly to
the preventive management of a number of ecconomic, political, and military
erises touching European interests. This requires, first of all, that those
crises be identified, followed by the identification of joint tools for
intervention, which at first might well be non-military, i.e. essentially
econcmic and politieal, in line with the European reaslity of civilian power
repeatedly acknowledged and on which there is nc need to dwell.

Taking the initiative in the sphere of regioconal cerises is the more
urgent and importani, the more the confrentation between U.S. and U.S.S.R.

TAT8608



appears to intensify on this precise issue. Inareasingly., the superpowers tend
fo intervene directly (Afghanistan) and to assist local cembatants to upgrade
the technclogical level of their conflict (the U.S. decision $e supply Stinger —
SA missiles to the Wicaraguan "freedem fighters"). This could touch off a most
dangerous spiral that couwld bury all hopes of an East-West agreement. Instsad
of just deploring it, the Europeans should try to suggest altermatives.

The problem of the economic crisis that is bound to strike scme of
the Ballan counftries, for instance -~ might this not be a chance to devise
concerted economic and commercial intervention by the EEC and the Comecon?
Finzneizl assistaznee and econcmic 2nd trade concessions could form pert of zn
overzll political plan for stability, to forestall an unnecessary aggravaticn
of international tensicns and establish a first, significant sthere of
cooperation between the eccononic btlocs and the European members of the two
alliances, with the invsluable, indispensable involvement of neutral arg
ner—-al igned countries, ‘

The recognition of the importancs of peace and securify in the
Mediterranean could lead to other agreements nc less important in the
perspective of non~conflictuzl detente, such as active cooperation against
terrorism (or at least azeinst of the regionzl crises most directly affecting
Europe.

Here again, I am not thinking of ambiticus, abstract plans to
substitute s European presence for the military presence of the superposers or
Lo neutralize the Mediterranean. Such plans have no practical ef'fect whatever
and are incompatible with the smocth functioning of the eclliective security
systems to which the Eurcpean powers belongz. Instesd, weres need to see yhether
it is posgible to foster the international political and sconomic sirengthening
of certain key countries, fundzmental %to regicnal stability and open to ths
prospect of & progressive =asing of tensicns and defusing of conflicets. Anocther
fessible project is to lcok into the possibility of joint ways tc baci the
diplanatic imitiatives that best correspond to the need Lo enhancs
copnunication between the Tio bloes and mutual confidence. - For instancs, in the
Middle BEast, encouraging initiatives to favor dialogue betiveen Israel, the
Palestinians, and some Arab countries involved in the conflict without
necessarily predetermining the ouftcame of the contacts. Other initiatives could
be more directly economic or humarni tarian, though not without their political
vzlue, such as assistance for the sccnomic develoment of the Arab populations
of Israeli-occupied territories, or multinaticnal develoment projects in key
areas of the Middle East (irripation, electrification, communication, eta.).

These are not new ideas, a2nd they may still be overambifious. In any
case, they do not preclude other, more innovative or more modest ones; nor do
they preclude z more przgmatic, open-flinded attitude. If I have chosen to
mention them in this forum, it is only to underscore the potential of a
different path to Buropean cooperaticn, an avenue more ambitious than the
present one, not conflicting with the policies of the superpowers but azimed at
emphasizing the presence of z European interlocutor permanently interested in
advancement of true detente. In sum a greater European role in the detente
process could try to insert some politiceal ccoperation in the superpower's
werld of conflictual relationship., This will not be easy. The Usz znd the Ussr
are poth bound to look suspiciously to European West-West initiatives. There is
a rislk of misperceptions between allies, as well as a risk of diminishing the
echesion of the Alliances and the credibility of their defensive postures. It
is difficult however to ignore the enormous benefits that the Ewropeans could
draw from well balanced and imagirative political initiatives. It is very
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likely that the idea of coupling together Eastern and Western European

countries, supporting the same initiative, might be overambiticus. In this

case, the Western countries should try to increase their intesnational presence—
and role, leaving a door as open as possible for latecomers fram the East., A
greater consideration for Eurcpean perceptions and interests is a necessity.

for detente. But such a necessity has to be demonstrated by the Europeans
themselves.

Arms Contral for Europe?

We return, finzlly, to military problems proper. It has been said
that arms control agreements in themselves do not ensure detente, but we have
also seen that incomplete agreements or, worse still, the outright absence of
agreements are in the long run incempatible with closer East-West cooperation.

The climate is not of the best. The two superpowers are engaged in
massive arms modernization and develoment plans, both nuclear and
corventional. The main feature of the arms contrcl plans offered so far seems
to be their inflexibility - take it or leave it. & strange sort of publie,
declamatory diplomacy appears to have supplanted the more reserved diplomacy of
bilateral and multilateral negotiations. What is more, the negotiatiors
themselves often seem to be the last to know about the public initiatives
announced by their leaders; they have no explanatory instructions and they lack
the negotiating flexibility to be able to concede something to the other =side,

Exerting some influence on these strange pseudo-negotiations (which
could even yield sudden, unexpected results but could also collapse, egually
suddenly) is no easy matter. Trapped in the political vice of the conflict
between the opposed propaganda of lMoscow and Washington, the goverment of
Western Ewrope too are driven toward declamatory attitudes and public
proposals. However, this heightens the tensions within the NATO allianece and
produces additional political complications in domestic and intermational
polities. For instance, when the West German Foreign Minister says that the two
superpowers should agree on a cessation of nuclear tests, he tries to
distinguish his position fran that of Gorbachev, but he inevitably produces
political effects in Washington and lMoscows that do nothing to strengthen hopes
for new arms control agreements.

Here againy I feel, we need to pay more attention to the problems and
pr'ior'itie's of the European countries taken all together. In a recent interview
granted to Humani te, Gorbachev criticized the United States, stating that
Mmerica was set on going ahead with the SDI "to achieve absolute security for
itself and put everybody else in a condition of absclute insecurity." This is
an important statement, not only in the context in which it was made but in
general, The quest for absoclute security by one side cannot be pursued if its
condition is the absolute insecurity of the other. Some middle ground, some
meeting point must be found, of relative security and insecurity. And this is
precisely Europe's problem. Today, the two alliances --MNATO and Warsaw Pact--
offer no guarantee whatever of absclute security for Europe. They do not even
of fer the European powers security eguivalent to that enjoyed by the
superpowers (which in turn is not absolute). Arms control agreements must not
upset this delicate eguilibrium but instead strengthen it, must make European
securlty permanently better than it now is.

This will not be easy, but if two ingrained ways of thinking about
the European countries continue to prevail, 1t will be impossible. These are:
- that European powers are mere extensions of the superpowers whose

allies they are, whose military potential is mechanically added to

that of their respective superpover;
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Reflections on the Future of the European Communities

Annaméarias Artner
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To the tasks surfécing as a consequence of the world
economic crisis of the 70s /including & restructuring called
for by ﬁechnological‘progress/ the EC could not respond ap-
propriately until as late as the'very end of 1986. Therefore,
in the first half of the 80s, the future of the EC appeared
to be of a negative trend. From late 1986, however, various /
phenomena and particularly the reform-mindedness having un-

- folded in the Community have been shifting opinions towards
- some sort of optimism. This is backed up by the following:
- the countries of the EC show a modest but stable growth;
the fight ageinst inflation has achieved some promising re-

sults; from a certain aspect there are signs showing a lev-
elling off of the situation of the member countries; the EMS

is functioning well; the reform of the institutions of the

EC shows an uptrend; the dismantling of the institutionsl
barriers to a unified internsl market appesrs to have be-

come an irreversible process. At the same time, unemployment
continues to be on a high level in the region; behind the ap-
parent convergence masjor differences lie hidden as regards

the level of development of the subregions; the EC's losing

of positions in the world merket is continuing; the restwctunug of
&hmﬁwhrhﬂ is still an issue of prime lmportance; snd no re-
sults seem as yet to have been achleved by the intentionsally
radical reforms. Because of all this, the reform measures
centred around the establishment of sn internal market per-
mitting a unified, efficient mansgement are liable to attract
particular attention.

1/ The intention is to rationalize the common &gricul-
‘tu:al policy and to take thus some burden off the Comnmunity
budget. Successes have been achieved in a reduction of the




output. However, the system fundamentally continues to en-

courage overproduction, and agricultural protectionism con-
tinues to be existent, which - particularly in view of the

increasing agricultural exports of the EC - affects the ex-
ternsl agricultural exporters very negatively. Despite the

expected cut in CAP expenditure, for the time being the ag-
ricultural sphere will continue sccounting for over half of
the expenses of the EC budget. . /

2/ In the field of the budget having shown a deficit
for years, the intentions.aim at pressing back the nationasl
state embitions and extending the Community authority. Apsrt
from the reduction of the share of CAP, the reform of the
"budget is to feature additional contributions complying more
with the differences in the economic power of the individual
menber countries, furthermore a restructuring of the expenses.
The restructuring hss two mein characteristics: a doubling
~ of the regional fund which hass been mzde necessary by the
latest wave of enlergement, end en incresse in the signifi-
cance of the role of Jjoint research and development being a
condition of the region's 'keeping sbreast of the progress of
the world economy. It is to be remsrked in this connection
that an expansion of co-operation between the EC end the
non~-EC European /above 8ll EFTA/ countries is to be expected,
and that primarily just in the field of technology develop-
ment and finances. ‘ ‘

3/ In the domain of finances a progress has been made
towards liberalization. The Ecu is expected to continue gain-
ing ground in the world market. At the same time, the harmo-
nization of the highly different tax rates complying with
the deviating economic performaznees makes the Community face
a hard task.

4/ In the interest of creating a unified internal mar-—
ket, steps sre being teken towards a standardization o? the




legel, health, environmental and labour protection, and
transport norms and'rules, and state orﬁeﬁs are wanted to
be taken out of the nstional frameworks, i.e. the intention
is to put an end to the pracfice of giving preference to the
national enterprises} It is probable that the unification
of the norms and legel rules will come up against less na-
tional state obstacles than the "setting free" of state or-

ders related to actual or supposed netionel/interests.

From the endfl986, consequently, the signs of a new
phase have been becoming manifested in the development of
the EC. However, the effectiveness of the refom of the long-
standlng institutions end of the steps taken towards the es- -
tablishment of a unified market will depend oh the extent
to Whlch the Community will be able to deal efflclently with'
the regional problems having emerged in the wake of the en—
larcerent in the 80s. The ac¢cession of the three latest-join-
ing countries has enlareed the less developed /"perlpneral"/
wing of the Community. The contrast between the more developedl
core /"centre'"/ and the less developed periphery has theredy
become: more pronounced and more marked within the Community,

-which obviously curbs the possibility of JOlnt actions and

of a rapid and unified development.

The problems needing more sttention because of the en-
largement can be classified into five b%é;‘%bverlng the re-
spective issues of industrisl customs union, agricultural
sphere, free migration of the labour force, budget, and de-
cision making /mechanism/.

By means of the industrisl customs union the three new
member countries, characterized by relatively low wages,
raise competition in several "sensitive" sectors of the EC
/e.g. iron, steel, ship-building, textile and clothing in-
dustry; and chemical fibres/. Since these industries play a2
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significant role in the economie development of the new mem-

ber countries /in reducing their economies’ dependence on
agriculture/, the Community has promlsed them to provide
support in this field. However, in various less developed

regions - of the "Nine" /Ireland, Mezzogiorno, various parts

of Britain/ these activities are partly also pursued. The
competition of the new member countries with lower wages is
unfavourable for them, hence the developmeht of the industry.
of these regions also needs some eompensation. All this may

- result in that the industrial policy of the EC becomes shift-

ed towards the "legging" sectors. But what needs at least %o
be reckoned with is that the import competition caused by the

- enlargement exercises an- unfavourable impaet in the "tradi-
.~ tional- perlphery", due to which the differences in economic

development may increase within the EG.

The enlargement rearranges the agricultural sphere so
that,-on-the one hand, there will be an incresse in demand
for the products connected with animel husbandry /meat, feed-

- stuffs/ and, on the other hand, there will be én-expansion

of supply of }editerranean products. The latter change raises
the issue of a reallotment of'subsidies, whiéh‘may affect
negatively the shéreqthe "northern“ products receive of the
subsidies.

A complicated situstion hzs been produced by the enlarge-
ment also in respect of the free wmigration of the labour

force. On the one hand, the Community supports the estab-

lishment of a unified lebour market free from restrictions

/SEA/. On the other hand, however, in view of the consider-

able unemployment the governments /e.g. of France and the
FRG/ endeavour to set limits to job—taking by foreign na-
tionals. With the enlargement an increase in the number of
job-takers migrating from the new, less developed member



countries to the more developed ones may be expected, which
may simultaneously strengthen resistance to the employment

of foreign workers. Naturally, this may exercise a negative
| impact also on the foreign job-takers "traditionally" em~
ployed within the '"Nine" and may sharpen conflicts between
the more developed and the less developed regilons.

With the enlargement there will be an incresse in the
-weight of the regions to be developed, 2nd in the demsnd for
financial transfers /allotment of regional and social funds,
of cheap credits/ from North to South. Since the availability
of funds is linmited, the resources toc be allotted to the

‘new entrants mey only be increased to the detriment of the
‘dids serving the traditionally underdeveloped regions. This
"may contribute to making'cdnflicts keener within the “peri-
phery". '

The mechsnism of decision meking is to become more so-

'fphisticated, since now it is necessary to concert the inte-
'rests,rmuch more diversified than earlier, of 12 couhtries.
A new element is the growth of the weight of the "periphery",
which strengthens its bargaining position vis-a-vis the "een—
tre". However, the less developed countries can only tzke
advantage of this 1f they can %tske unified actions, i.e. if
from time to time they can resolve their conflicting inter-
ests in compronises.

It is moreover necessary to deal in some detail, in gen-
eral terms, with the "centre - peripher&“ relationship hav--
ing become more marked and pronounced within the integration,
that is with the role this mey play in the future development
of the EC. : - '

The conflic&sevolving powerfully between the Periphery
/the underdeveloped regions of the EC/ having become en-
larged and giving thereby rise, on its own, to new contra-




dictions and the Centre representing the more developed mem—
ber countries - i.e. the regional problems existing within
the Community -~ are probably'impossible to be resolved by
the process of economic integration /the international di-
vision of lsbour evolving spontaneously/ without making act-
ive and deliberate interventions, on the contrary, it can
continue aggravating them and increase the lag of the Peri-
phery. This process of dualization is not obviously in the
interest of the Community.

In the EC various factors speak in favour of the devel-

- opment of the underdeveloped regions:

1/ First, it is in the interest of the developed coun-
triésfthedselyes to develop to @ certain extent the regions
serviﬁg as a market for them, since thereby they can ensure
an incressing export of goods and capital_and can;'moreover;
realize additionel advantages from the international divi-
sion of labour.

2/ The possibiiities brovi&ed:by the integration /in-

_ternstional institutions, mechanisms, plans ete./ permlt a

certain recognition of global /internétional/ and lohg—term
interests. It is to be realized, thus, that making the un-
derdevelopedlrégions catech up‘is necesséry‘from the view-
point of the dévelopment of the whole region.

3/ Finslly, by virtue of its welght within the EC, the
Periphery may itself be an effective promoter of regional
developments in the process of decision-making.

For & successful dévélopment of the less developed coun-
tries the resources msy be supplied bj the more developed
core of the EC. However, with the Periphery having now be-
come of a major weight, the West European Centre is unable
to provide any meaningful financing for its development,

since on the world economic level the Centre itself is liable
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to face the risk of becoming displaced towsrds the Periphery.
The catching up of the less developed countries and regions
may thus get suspended /and in certain plaeces it may not even
get started/, since the developed countries cannot /or don’t
want to/ promote it and/or the Periphery is unable to take
unified /or co-ordinated/ actions for its own interests.
Since such economies are at issue as, beyond the resl eco-
nomic gﬁocesses, are considerably connected with one aznother
through the integrational mechanlisms and institutions as well,
" in consequence of a possible further falling behind the Pe-
riphery facing economic, social and political concernms would
lay a considerable burden on the economic and political
strengtn of the Centre /e.g. due to the need of a permanent
economic -gnd financial subsidization/, snd this would act
~destructively ageinst the integrational processes.

From snother aspect it is imaginable that the Periphery .
-can enforce its interests so successfully that by & maxiaum
utilization of the possibilities provided by the Community
mechenisms it can set a considerable part of the resources
of the Centre in the serviece of its own development /increase
in finaneial transfers, shift of the integrationsl industrial
policy towards those branches of the Community that are ac—
tually "lagging" but being of significance in the less de-
veloped countries, etc./. By this, however, it can "absord”,
it can erode and ruin the Centre, the pulling power of its
own development. '

These two ways, leading to near-identical outcomes, are
naturally simplifiéd alternatives of the possible develop-
ment of the EC, leaving out of considerétion, for example,
the obvious possibility that given certain conditions self-
generatiﬁg developument processes may also start in the Peri-
phery. However, so much is ¢lear also from this simplified.
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train of thoughts that unless the Community is able to go
beyond the nationsl frames and formulate & unified inter-
‘national /"supranat'ional"/ economic policj, due to the gravi-
tational pulls the region will i-nevi.ta'blj,r evolve towards the
direction of dualization.
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1. Gorbachev and Eastern Europe

Three years into the Gorbachev era, there is reason to believe
that the Kremlin is taking stock of Soviet/East European relations
fram an fncreasineg pragmatic standpoint. While nothing indicates a
dramatic redefinition of fundamental Soviet iﬁterests in the region,
Moscow seems to be ever more concerned with the economic aspect of
that relationship and less with the once all—important ideological
fssues and ritualistic demonstrations of lovalty." The chapter by
Keith Crane in this volume has argued in this context that while there
is a perceived tradewoff in Moscow between pursuing profitable trade
and avoiding political instabiT%ty, the Tlatter - remains a more
important goal than the former. -
at home, the Kremlin seems to be less w%TWing to sﬁou1der the costs of
its economic support of the troubled Eastern Europesan econorhies, and
i ié tHEPefore Qﬁgorcus1y prompting the fraternal parties to increase
productivﬁty aﬁd economic efficiency as a matter of top priority. For
the same reason, as Wolfgang Berner. has noted <4n chapter, both the
Soviets and the Eastern Europeaas have been wary of admitting to the
CMEA new de#eWoping Third World members, which would have represented
an economic burden in terms of both aid and tréde.

As a gengﬁa1 indication of this trend, one ﬁight'notice how

during 1986 and 1987 tﬁe targets of the most pungent Soviet criticism

have been the economically stagnant Rumania and Czechoslovakia, while

the relatively more dynamic Po1and.and Hungary have been repeatedly '

1 Dawisha, Karen and Jonathen Valdez: "Socialist Internationalism

in Eastern Euraope", in Problems of Communism, Vol. XONVI, March-April
1987, p.13.
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praised and encouraged in  their efforts. This 1ine,was-paréTTe1ed at
the political level during the debate in the USSR over the reform of
the party's electoral systems, wher_n Soviet 'Ieadér's referred to the
Polish and Hungarian systems as positive precedents in muWﬁi_ﬁéndidate
eWeqtions.a

Successtul economic reform in  Eastern Europe would allow the
Soviefs to reduce their econamic subsidies to their allies and

redirect the savings to domestic investment, which is sorely nesded

for the success of the process of perestrojka. Nenetheless, one should.

rémember that what prompted past Soviet economic subsidies to Eastern

EBurope was Soviet Cbhéerns_about the social and political stability of

the ‘Eastern European allies. This stability was considered by Moscow
to be more dmportant than the marginal <dmprovements which the
resources destined to those subsidies would have generated in ts own

domestic economy. There is no reason to think this has changed. Thus,

" an increasingly pragmatic USSR -will expectedly continue to look with

favor © at Eastern Eurbéean reforms . to the extent that they can
substitute for 'Soviet subsidies. Reforms. in  Eastern Europe might
however generate concern even in a reformed Soviet Union if they feed
excassive popuﬂah expectations and generate destabilizing domestic
political repercussions. This concern As c1eér1y Justified by past
experiehce. | |

A longer term concern of Moscow’s might be to avoid an excessive

Eastern European dependency on Western credits and technology which,

2 During the course of the debate over party electoral reforms at
the CC Plenum of January 1987 Hungary and Poland were praised even by
the usually conservative Ligachev. Hahn, Werner G.: "Electoral Choice
in the Sowviet Bloc", in Problems of Communism, Vol. XXXVI, March-April
1987, p.32. :
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if extensive enough, might generate some undesirable Western leverage
as well. This might provide an additional motivation for Moscow to

Jncur the costs of Hits subsidies.® In this sense, as Keith Crane has

pointed out in his chapter, Moscow's ovérriding desire to retain

control over the region still cutweighs ts cbvious desire to make the
countries in the region economically viable. At this time there is not
much reason for fhe Soviets to be concerned about this potential
problem: the West no Tonger has the massive availability of capital .
which made the soft loans of the 'T0s possible, and Eastern Europe can

hardly afford to buy expensive high technology to the extent that it

“would make it vulnerably dependent on ‘Western . know—how.

In. fact, Eastern European trade has recently been rather re-

has risen from 52.8% +Hn 1985 +to 61.5% in 86.% The Eurcpsan CMEA

“members continue to be dependent on the USSR for the energy raw

materials which they can nét afford to buy in the world market for

hard currency, despite the recent lowering both of energy prices and

-of the wvalue of the dollar. Even Rumania, which used to be the most

self-sufficient in energy, s increasingly forced to resort to energy
imports from the Soviet Union. This forces the USSR té contingeltol
s21l more oil, and at 1955 favorable terms, fhan it would prefer to
do, particularly at this tima, since serijous problems deriving fﬁom
years of over-exploitation of national hydrocarbon réserves are -

becoming apparent and are threatening the future of the Soviets' main

? Kusin, Viedimir V.: "Gorbachev and Eastern Europe", in Eggpjgég

4 Data provided by the Soviet—Italian Chamber of Commerce.
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source of hard currency.® In light of this, 4t s not sufprfsing that
for seﬁeraW years the Soviets have been doing their utmost to exhort
the East Europeans to dJncrease productivity, and particularly to
improve their energy efficiency.

In the institutional framewark ofr the CMEA, the Soviets have
aired proposals to Tmprove efficiency by selectively introducing
compatitive market mechanisms—including some sort of convertibility

for the ruble—in intra-bloc trade. This might help to overcome the

" gurrent trade inflexibility owed to the - widespread -counter-trade

" practices and to the lack of incentives for producers to compete with

better'prbduCts from outside fhe bloc-—and indeed from within-the hloc
as well.® As I have noted in my thapter on the Warsaw Pact, over time.
the Soviets have allowed a greater ‘rcom for political maneuver in
their -institutionalized securitylframework as‘we11;

Concomitantly with their dncreassing pragmatism in the econoﬁic
“ :

and security policies, the Soviets have reduced the ideo1ogiéa1

emphasis {in their Ee1ationshﬁp with the allies. 'In particular,

references to "socialist dintermationalism”-~the Jong-time catch-phrase

B Kramer, and Gustafson, T.: "Energy and the Soviet Bloc" {in

International Security, Vol. 6, No. 3, Winter 1981/82. As is known,
intra-CMEA ol prices are calculated yearly on the basis of a five-
year moving average. This of course favored the East BEuropean buyers

when world market prices were rising, but the same mechanism turns

against the buyers when world prices fall for a prolonged period of .
time. In fact, what was a subsidy from the Soviet seller might become
a premium. But since not all energy trade is settled in hard currency,
the degree to which the Soviets are making the East European shoulder
the financial burden reprasented by the fact that Soviet prices. have
been declining more slowly than world prices depends on the degree to
which Moscow demands that energy be paid back either in  hard currency

on_din_ "hard goods". So far Moscow has avoided pressing for "hard”

payments too strongly.

& bieh1{ Jackson: "Soviet Rewriting East Bloc Economic Rules", din

International Herald Tribune, 14 October 1987.
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indicating that the interests of the socialist commﬁnity, és definéd
by the community’s Soviet leaders, mQSt have precedence over those of
each individual sccialist state-—have since the inception of Gorbachev_
become ﬁhcreasingWy rare. Ever since his first speech as Secretary
General to the Central Committee in i985, Gorbachey has‘used few

ideological slogans and catchwords.” Significantly, he has not renewed

"his . predecessors’ calls. for a world-wide conference of the

international communist movement. In this respect, as noted by

Wolfgang Pfeiler in his chaptér,'the Soviets have followed in the wake

" of the Eastern Europeans.

Yet,‘memOFﬁéé7ére still recent from the incandescent days of 1968
when Brezhnev stated that ‘under no circumstances may the interest of
socialist countries conflict with those of world ~socialism, thus
stigmatiéing with his name the theory of 1imited.sovereﬁgnty for the
Juniar allies——though it obvicusly had Jong preceded his coming to
power.®  Indeed, while Gofbachev has referred to socialist
internationalism most spaﬁﬁngTy, the debate +Hn the Soviet Union is

clearly far from settied on this score. At least three positions can

be singled out among authoritative Soviet spokesmen.

The first position s that of thoss who flatly.deny not only that
the interests of individual socialist states can not be different and
every contradictory, but are also opposed +to "hegemonic” and

"domineering" temptations by the most powerful among them over the

7 Kusin, Vladimir: "Gorbackev and Eastern Europe', op.cit., p.40.

® Reported in Pravda, 26 September 1968.




weaker ones.®

The second group includes those, at the otheh extreme, who
_continue 'to uphold. fhe, validity of socialist fdnternationalism
.essentiai1y in the same form as did the Brezhnev Polithuro.'®

The third‘group is trying to square the circle by placing more
emphasis on the possible contribution of .ihitﬁatﬁves'on thé part. of
the small %ocia1ﬁst states both to Vpeace in Eurcpe and to better
super‘power's‘l;‘ﬁations.‘1 This. formula might afford them more Tatitude
- for. independent . - foreign policy 1hﬁtﬁatiyes,rwhi1e reserving for the
USSR ‘the 4deological "right" to stop them Should'tbe.thyesho1d of
"acceptability” ——however defined by the quiets;*be_crossed.

As noted in Nongang,PfeiWEP's chapter in this volume, Gorbachev .
appears to belong to the third group,'but this might be owed as much
to his current necessity to keep his bé1ance in P61itburo: politics as
to his genuine conviction about the desihébiWity for reform in
- S¥viet/East European relations. in any case, it is still too early to

Judge which of the three groups will eventually prevail in the

KremTin.

11. Eastern European. responses to Gorbachev's Policies

The above discussion on the conflict between national and
international interests in  the context of Soviet-Eastern European

relations suggests that some novel aspects have emerged in the Eastern

® Dawisha, Karen énd-anathan Valdez: "Socialist Ihtehnationa1ﬁsm
..." op. cit., p.2. :

2 Ibid.

A Kugin, Vladimir: "Gorbachev and Eastern Europe", op.
cit.,p.44. ’
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Europeans’ react%ons fo fhe policy changes and to the‘proposa1s
emanéting from Moscow. While Eastern European responses to Gorbachev's
initiatives have varied significantly from country to country, they
exhibit interesting common dencminators. This _séction will outline
them individually, while the next one will use these reactions as a
basis-to examine prospects for Soviet—East European relations.
One general point to note with respect to all of the regions is a

rather paradoxical one. With Gorbachev, for the first time ever a

Soviet leader draws - enthusiasm from dissidents and opponents of |

Eastern European_regimes"-incTuding the large, if-impoﬁderabTe, straté
- of the dissatisfied population at large—while -the 1e§derships are
overall very ambiguous about cha11engingleconomic restructuring and
even more about dangerous political demccratization, bdth of which are
at the core of the "mnew thinking” in Moscow. By tﬁe same tokén, it is
now the reformers who tend to  emphasize "socialist -internationalism”
' fb'strengtheﬁ gheir case Jn favor of emulating Sovietrreforms, while
it is the opponents of such change who now stress the right of each

country to pursue a "national way to sccialism”.'®

Another general point is that the Eastern Eurcpeans, so far, have

responded more on the economic than on the political plane. This might
be due to several reasons. First, the Soviets have better defined
their economic plans for restructuring' than their schemes for

political reform.. Second, ﬁh Tight of the objective needs of the

Soviet economy, there is a lesser danger of a sudden reversal of

perestrojka than ds the case for glaspost’. Third, the Eastern

12 Kraus, Michael: "Soviet Policy Toward East Furope”, in Current
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Europeans had been doing some of therth'ings Gorbachev pr*opé;ses to do
in the econcmic sphere a1rea&y. Third, economiﬁr reforms are less
dangerous domestically, more predictable, than political ones.
Finally, econcomic reforms are more badly needed and much less
- gontroversial dovestically, than political.transformations.

When Garbachev Jaunched His drive for econcmic restructuring,
Hungary was among the CMEA alljes the one which had already done the
most to imbrove economic  efficiency, beginning with the introduction
of. the New Econmomic Mechanism 1in -1968. The Hungarian response to
" Moscow's attempt at economic Qgr;gg_ggg‘j“@ has ther'éf_or"e predictably
been a positive one.. New economic - legislation has been enacted which
- continues and | strengthens Budapest's drive for greater
decentralization and dncreased room for market mechanisws and
individual enterprise.*?

Yet, the possibility lcoms 1argé that further economic Wiberaiw
iZation might fuel higher expectations of political freedom as well,
particularly should such widening economic liberalizations fail to
raise productivity and to create the basis fof a perﬁanent increase in
thg average standards of Tiving. This is what happened iﬁ Poland in
the late ‘Tbs, and the result wés the well known social turmoil and
ensuing political crackdown. Thus, while obvﬁous1y agreeing with the

new Gorbachevian emphasﬁs on the right of each socialist country to

1% Private enterprises  are now allowed to have up to 24
enployees, twice as many as before. Since March 1987 Hungary is the
first socialist country in  Eastern EBEurope with a law on bankruptay,
enacted amidst growing dissatisfaction with the mismanagement of large
sums of foreign hard currency credits -on the part of several major
enterprises. In 1987 Hungary has also introduced the first value added
tax and personal dncome  tax. Argentieri, Federdigo: "1 Paesi Europei
del Blocco Sovietico e la Politica di Gorbaciov" 1in Note & Ricerche
CeSPI, # 14, Rome, September 1987, pp.26ff.
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pursue Tts  awn madel of économic and social organization, téelcurrent
Hungarian Jeadership in frying to avoid dangercus excesses by
restating—and thus -réminding itself and its people~—the continuing
applicability of the "general Tlaws" éf socialism, which Hungarians
were rather brusquely reminded of by Soviet ideclogue Suslov thirty
yvears ago. '* In sum, Budapest s trying to continue on its course of
reform without however providﬁﬁg ammunition to the maximalists who
might be inclined to do too much and tog fast.

 The Gorbactev era  finds Bulgaria 1in relatively good economic
health. The recent record of economic - growth aﬁd technological
'pPDQFESS'Ef the country is generally recognized as satisfactory. The
VgoVeﬁnment has therefore 1ittle reason to 'be .critical of its own
recent past, and it has welcomed Soviet exhortations toward greater

efficiency without however reneging the course of action followed zo

fgr.”“
" In particular, the party headed by the aging Todor Zhivkov, the
doven of all -socialist rulers <€dn Eastern BEurope with 33 years of
uninterrupted power behind him, has followed a dupT%citous course, in
that it has been _carefu1lt0 distinguish between its support for the
advisabi1ity of fuéther economic improvements and reforms and any
connection whatsoever between it and even tﬁe most  Timited form of
political Tiberalization.

Over611, one might conclude that the Bulgarian response to

Gorbachev's innoavations has been cautious, with much more emphasis on

' Dawisha, Karen and Jonathan Valdez: "Socialist Inter—
natjonalism...", op. cit., p.5.

¥ Gati, Charles: "Gorbachev and Eastern Europe" n Foreign
-Affairs, Vol. 65, No. 5, Summer 1987, p.963.
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eccnomic perestrojka than on  political glasnast', and its successfu)

prosecution wﬁ11 largely depend on the development of‘tha upcoming
post-Zhivkov transition.®

Poland has wholeheartedly welcomed Moscow's economic initiativ;s-
This hardly came as a surprise -+n light of the fact since at least
1983 JaruzéWski had been pursuing essentially the same moderate
economic reforms that Gorbachev fis advocating. Thus, there is-more
than a kernel of truth in the general's statements about how the two
countries have never experienced such a convergence of 1nteheéts as
they do today in all of their past common history.17

Aside from the prevailing convergence of the pragmatic economic
out1dok5‘ in  both COUntrigs, Poland’'s economic efforts reguire good
relations with the Soviet Union because help from the Tattef will be
instrumental to its success at economic revﬁva1~—dh rerhaps one should
say resurrection. In factf after the lesson of the seventies Warsaw is
uhlikely to once . again become overly dependent on Western
technological and financial dnputs, which have proven to be expensive
and difficult to absorb and ﬁroper1y utiiize.

For all dts support for economic perestrojka, Poland welcomes
perhaps even more the Soviet' drivé toward political  glasnost’,
particularly with respect té'Gorbachev'é call %or more transparency in
Soviet—Polish relations. Specifically, Gorbachev‘ has "underiined the
necessity to finally f4i11 1in the "blank spots" in the historical
record of‘the two countries' relations. In that contéxt, both leaders

have stressed - the need for a re-foundation of bilateral relations on

‘e Argentieri, Federigo: op. ¢it., p.37.

17 Gati, Cherles: "Gorbachev and Eastern Europe”, op. cit.,p.968.
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more solid grounds afterldecades of mistrust. The first sign of thi
effort has beeﬁ the re&openfng in the Fa11l of 1987 of pub1i§
discussion in both countries on the question of the infamous World War
iI massacfe at Katyn, which remains a bTéedﬁng wound 9n Pojish
memories . 1¢ | |

An additional novel aspect in Soviet—Pé1ﬁsh relations 9s the
increasingly open recognition by the Soviets of the role of-the Church
in Poland. Given the recent warming of relations between the
CJaruzelski  government and the Church, it is‘conceﬁvab%e that the
~ former has successfully persuaded_ Moscow ta recognize the importance
of o the  latter in terms of the positive contribution which it can
provide to social stability through dits pervasive inf}uence in the

countiry.

The government of East German.y has reason to be satisfied with
Gorbachev's inftiatives. Honecker can point to the sucéess of his own
economic reforms  during the past decade, and thus resist domestic and
international ﬁnessuﬁe to emulate the Sovﬁgt‘ trend toward increasing
political openings.

Moreovér, he can avail himseTf of the ne@ Soviet overtures to the
West to pursue the inter-German détente which Gorbachev's predecessors

had persistently stifled. In fac;, the renéwed Soviet dynamism 9n
East-West relations allows Honecker to better  resist Soviet—type

political reforms at home by displaying positions which &are

*? Thae socialist government of Poland, unlike the government +in
exile at the time, has supported the Soviet version which, contrary to
the findings of the Red Cross during World War 1I, attributed the-
- responsibility for the execution of thousands of Polish officers to
the Nazi; however, many in Poland have never been convinced and the
memory of Katyn has fuelled considerable anti-Soviet resentment.
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fundaménta11y identical to the Soviets' in foreign policy—this had
not happened for a while: guite to the contrary, in the last years of
the pre-Gorbachev era, Moscow had restrained Berlin's overtures to the
West, while  East German domestic political conservatism closely
resembled that of the Soviet Union itself.

At the heart of East German efforts toward better East-West
relations 1ies the well-known goal of de Jjure political recognition of
the East German state by Bonn. For this reason, there probably is a
“structural 1imit to the extent to which the Soviets can approve of
‘better -Hinter-German relations.’® If Bonn should eventually come about
to recognize the East ~ German state, this would undoubtedly increase
the internaticnal standing of the latter and, with +t, dimihisH its
subordination to the US3SR. Morsover, Moscow would see 1its post-war
official authority over all of Germany undermined:3°

In Czechoslovakia, the similarities between Gorbachev's economic

and political dnitiatives and those which Ted to their tragedy of 1968

are too evident to be denjed. While there are perhaps more differences

1% As the chapter by Eberhard Schulz in this volume has argued,
the East Europeans have Jlong been balancing their desire for better
relations with Bonn with Soviet pressure - to limit such relations. In
this Tlight, Gorbachev's "green light" to better Bonn-Berlin relations

might have long-lasting consequences for Bonn's ties with the rest of
Eastern Europe as well.

20 The Kremlin still considers -t important to maintain a de Jjure
recognition of +its presence Tn Germany as guaranter of one .of four
coccupation sectors rather than host of one of two German states. This
status maintains a Soviet right of say in West German affairs which
wauld be Jost should the two German states become fully sovereign
again. That the Soviets place much wvalue on this Tlegal nuance was
highlighted dn the famous [dncident din 1985 when the SED's newspaper .
Neuesdeutschland once referred to the “Soviet forces 1in  the German
Democratic Republic” only to be promptly rebuked by the Soviet
commander of those units, who emphasized that he was the head of the
"Soviet forces in Germany". See Kusin, Vladimir: op. cit., p.48, and
Wolfgang Pfeiler chapter in this volume. '
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‘than similarities between Gorbachev's goals and those whicﬁ animated
Dubcek twé decades ago, {t is incontrovertible that the pesrception in
Czechoslovakia tends to stress the latter rather than the former.?"
During his wvisit -to Czechoslovakia in the spring -of 1987,
Gorbachev praised the accompWﬁshments_ of the Husak leadership, but
prior and during the visit he repeatedly emphasized the need for
Czechoslovakia to move on  with economic restructuring. On the eve of
‘the visit there Qas some’ speculation that bhe would also meet with
Dubcek; the mesting did not eventually take place, but wheﬁ at the end
of the trip a Soviet spokesman was questioned about what he thought of
the differences. between Dubcekfs.neforms.and.the Soviets' own were, he
céu1d only reply “nineteen vyears", perhaps implicitly acknowledging

thet the timing rather than the substance of reform had been Dukcek's

[

main error.?®

In sum, the Czechoslovak reply to Gorbachev's prompting n the
etonomic sphere has been cautious. and ' the future of the first.
prospected reforms remains perhaps the most uncertain among the
Eastern European countries. The Czechoslovak leadership, sodn after

the exit from the political scene of the ailing Husak, appears

21 7o some extent this perception is present also at the apex of
the Soviet leadership, as testified by the open consideration which
was given 1d9n the Fall of 1987 to a re—evaluation of the events which
had led to the invasion of 1868. The consequences of the recent
dramatic and unprecedented interview granted to the Italian CP's daily
1'Unit&, 9n which Dubcek praised Gorbachev's ddeas and stressed the
similarities with those which his government tried to implement 20
years earlier, remain to be seen. For the text of the interview, see
1'Unitd, 9 and 10 January, 1988. '

22 In November, Georgi Smirnov, Director of the Institute for
Marxism-Leninism, went on record saying that the time had come to
review the decisions of 1968 about the CzechosTlovak intervention. See
12 _Repubblica (Rome), & November 1987.




14

divided. The new 1eéders Jakes was seen as a supporter of réform, but
his first few spesches as party leader have béen‘extremeiy cauticus on
the subject. -

Ceaucescu's Rumania has expressed the stiffest resis?ance-to the
naw coufse in the USéR. What used to be Buéharest*s maverick behavior
4n foreign policy is now becoming the norm +n domestic policy as wall.
Ceausescu has repeatedly gone on record with statements about how a

truly revolutionary party will under no circumstances give up its role
5n guiding all the  economic entities of the society. He insists that
any' form of either frée“enterprise or of self-management s
fhcampatible with such a role because it would.allow for conflicts of
- choices outside of the 'party's reach. Ceausescu is steadfast in his
position against any suggestion of perestrojka, let alone glégggggi,
in his country.

To make Soviet-Romanian relations worse, he continues to
éﬁérgetica11y “reject any notion of socialist internationalism, no
matter how veiled. This +s expectedly reducing Soviet propensity to
help Rumania at a time when dts economic‘ difficulties and its

inability to further draw he1p‘from the West have_produced  a rise in
the volume @f Sovist—-Romanian trade.®?

Oﬁe is left to wonder about why Ceauséscﬁ’s Tine continues to be
so disharmonious with Moscow on almost anything he cares to talk

about.®* Be that as it may, the current course might create serious

23 Gati, Charles: "Gorbachev and Eastern Europe”: op. cit.,p.962.

22 gaveral non-exclusive explanations are possible. First, he
might fear that positions closer to those of Moscow might endanger his
family rule over the country by facilitating the rise of more reform—
minded Teaders. Second, he might fear that opening his scciety, even
slightly, through economic reforms and more palitical openness might
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problems for Rumania’'s dealings with thé West as weﬁT.QWhiTe forl
twenty years Ceausescu was able to woo the West dInto granting -him
various kinds of preferential economic treatments thanks to his
maverick foreign policy, his being out of tune with fhe current
reforms in  the USSR might threaten the continuation of such favorable
treatments. It was possible for Western governments to extend credit,.
trade and - other faéﬁ1itatﬁon to Rumania to énccurage it to maintain
its open dissent from Soviet foreign policy positions. By the same
token, it m%ght be difficult to do sé-ﬁf ﬁe becomes increasingly
ﬁdéntﬁfﬁed'wﬁth'neo~sta1jnist orthodoxy whﬁ1e the pjeyaﬁWﬁng forces -in
the USSR project an *imége of increasing openness and reformism.

Such a deterioration could hardly come at a worse time for
Rumania. Bucharest is in the process of repaying dJts massive debt to
the West at the cost of Draconian reductions in its standards of
~Viving which have produced the first serious social disturbances in a
ﬁSjor urban genter under Ceausescu's rule.?® Scon Ceausescu will have
to begin TOOking'for'neQ éapita1 abroad in order to restart industrial
and other dnvestment which s now being cut along with everything
elge: it is unlikely that he wiW]Abe-ab1e to find this cahitaW without

at Teast some Western help.

produce a dilution of the nationalist cement which has provided him
with some badly needed social cohesion through the long times of
econamic hardships which are seemingly without end. Third, he might
fear that even a limited economic Jiberalization, with the growing
rationalization and dnternational division of labor which would come
with it, might accelerate the process of CMEA integration which he has

resisted for twenty years out of concern for the 1ikely subordinated
role which Rumania would play within it.

2% On 15 November 1987 riots broke out in Brasov during local
elections, and Ceausescu portraits were burned while crowds sang anti-
regime slogans and -invaded publ{ic offices. See press reports in most
Western newspapers of the following days. : -
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To make things worse for him, currently 1mproviﬁg westehnHSoviet
relaticns might aét synergically and become a. factor for a further
worsening‘of both Soviet-Romanian and Western—Romanian relations, as
both we and the Soviets;was well as other Eastern Europeans—have more

and more serious reasons to object to Bucharest's domestic and foredign

policies.

I111. Prospects in Soviet/Eastern Europeasn Relations

Soviet*East"Edropean relations are slowly entering unchaﬁted‘
waters. The Soviet 1eadefship is seemingly abandoning some of the old
guiding principles ﬁﬁﬂﬁhtEP-socialﬁst relations, but Ht is ot clear
yéttﬁhat it has formUWated new ones ta replace them. In particular,
past references to the subordination .of the naticnal sovereignty of
the individual sociaiist countries. to the interésts of 1n£érnationa1
seccialism—as defined by Moscow--have become increasingly rare. At the
' Qéme time, open discussion about the i'impor-tanca of, ahd even the
divergences among, ‘national dnterssts of the various socialist.
countries has expanded. However, <t is at this time unclear how such
recognition of nétﬁona1 interests will, in the long run, be reconciled
on  the oné hand with the ideclogical guidelines wh%ch continue to
shape the official policies and positions of .the bloc; and on the
other with the -dmperatives of Soviet realpolitik interests inlthé
region. | i

| Except for Rumania, all the ;Eastern European a11iesbpraise
Gorbachev's reform -attempfs,?“rbut only POWahd has shown a determined

attempt to foWToﬁ suit, and even there the outcome is rather in doubt,

2% Gati, Charles: "Gorbachev and Eastern Europa": op. cit.,p.9%9.
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paEtﬁcu1ar1y after the November 1987 referendum which has confirmed a
* fundamental distrusﬁ by the population of any initiative coming from
JardzeWskﬁ's government:, even political and economic reforms.

The Eastern Eurpopeans have two main possible motives for being
reluctant to follow Gorbachev's Tine too closely. While the relative
importance of each will vary from country to country, they are Tikely
to play a role -in a]1.lFirst, Eastern European leaders must be-anxious

to see Qhether and how fast Gorbachév's power and his political line

~become conso lidated at the apex of the Soviet ‘po1ity. Inner struggles
in the Politburo and in the CC of the CPSU continue. As the dismissal
of -Moscow's Party chief YeTtsfn—~an ‘erstwhile staunch supporter of
Gorbachev ' s—-demonstrates, lthe GeneraT Secretary bhas won impoEtant
battles but not yet the war. In light of this uncertainty, Eastern
European eaders might want to be cautious about becoming irrevocably
committed to his 1ine, Jest they become alienated from potential
éﬁccess@rs, who mﬁgﬁt wall hold. different and more ccnsefvative viEWS.

Second, EBastern . European leaders know full well that in the past

economic and  political reforms have fuslled social dinstability, and

might therefore fear for their political survival should the reforms

result 4nto uncontrollable social transformations.=7

7 This concern might be made worse by the fact that most of them
are at the end of their political lives, and therefore not interested
in restructuring the systems which has served them well for so Tong.
- One will recall how Zhivkov has  been in power since 1954, Ceausescu
since 19685, Honecker since 1971, and Kadar since 1956. Aside from the
new Czechoslovak party Jeader Milos Jakes, who succeeded Husak Hn
December 1987, only Jaruzelski, who assumed power in 1981, ds a
relative newcomer. He s also the only one to have predecessors upon
‘whom to place the blame for the economic and other shortcomings of
their countries: all the others have been in power to long to be able
to Justify reforms as a needed change with respect to past mistakes.

See Luers, William H.: "The. U.3. and Eastern Eurcpe" in Foreign

Affairs, Vol. 65, No. 5, Summer 1987, p.977.
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Thus, Eastern Europe continues to represent a cause of both

concern_and _embarrassment for - the Soviets.. Concern, both because of

its s1uggﬁshnesé to Jmprove sconomic performénce, with the consequent
well-known economic burden placed -.on the U3SR; and because of the
potentiaT social and political time bomb which any reform would
.rapresent-

Embarrassment, because with the Jlast remnants of tﬁe myth of
socialist internationalism quickly withering away Jt becomes harder
' for Moscow to Justify its pervasive ere in Eastern European affairs.
This embarrassment also translates in scmewhat of - a foreign policy
hand%Eép-to* the extent that it continues to partray an timage of the
USSR as an imperial power iﬁ the eyes of both many neutral and Third
World Eountries and, mest  Importantly, éf many Western Europeans.®®
This embarrassment is not new. It might howevér soen . become more
 serious than ever before‘ if coﬂtﬁnued quiet overt Hinterference in
Eastern Europe diéapﬁdiﬁts the currently rising Westehﬁ expectations
for a relaxation of tensions in the continent.

One author: has suggested that tc‘501ve this problem Gorbachev
needs to find a "Greek solutijon”, tb the Eéstern European question,
méaning thét the junior allies should be allowed more political room-
‘for maneuver while remaining aésoéiated‘ wifh -the USSR  for their
security arrangements~—which"is- in the fdnterest of their current
Jeadership to do +in any case.®® This woqu__not quite be . the
;Fin1andization" @hich -many-—including many in Eastern Europe—-see as

the ultimate foreign policy goal for Eastern Europe to. strive for.

=o Gati, Charles: "Gorbachev and Eastern Europe": op. cit-,p.9?2;

29 Gati, Charles: "Gorbachev and Eastern Eurcpe": op. cit.,p.975.
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Howaver, acCOPd%ng to this wview, it would be the minimﬁm Fequirement
for the West to sonehow acknowledge the Qnavoidabi]ity- of a heavily
unegual Soviet/Eastérn European relationship and remove 4t as a
permanent obstacle to improved Soviet/Western European relations.

The problem with this. parallel with Greece is that the 1atter 15.
a rather isolated example in Western Europe of a country with straong
neonationalist feslings, a recent memory of American collusion with
an oppressive regime and an or-going confldict with another alliance
member who is believed, rightly or wrongly, to enjoy a privileged
status vis—a-vis the aliiance's superpower. All of these conditions
make it possible for Athens to pursue its rather maverick fore%gn
" policy without much of a problem forrthe: rest qf the alliance. In
Eastern Europe, Rumania has been gursuﬁng a somewhat comparably
;deviant foreign policy course, but it mﬁghp be diffﬁcth to predict,
and for the Soviets to contqu, the synergetic effect that "Greek-
type" foreign policies on the part of the other WTO ailies might have
on the general geopolitical equilibrium €dn the EegiOn»

Be tHat as it may; there ds 1ittle reason to believe that the
Soviets are at all +inclined to underwrité such a "Greek" solution. As
Andrej Korbonski has argued in his chapter in  this volume, the most
Tikely path for Soviet-East ' European reWatioﬁs in the future s that .
of a continuation of the presentlpattehn.

- Thus, the status of Eastern Eurcope will remain an obstacTa‘to fhe-
{mprovement éf Soviet~westérn relations. Most Western Eufopeans are
not recoﬁcfjed to what they consider the heritage of Yalta. While they
are unabWe‘ to clearly formulate, Jet alone cred%b1y propose, a

workable alternative, West Europeans are unresigned to the
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perpetuétion of overt Soviet domination of the region; Igrfact, to
formu1éte a realistic alternative would be a formidable task, since
any workable proposition would have to be one which at the same time:
should -impede the resurgence, under whatever form, of Germany as a
predominant power in  Central Eurcpe; should in fact prevent the birth
of any German ambition, however veiled, to that effect; should [dmpede
the rekindling of the now do?mant inter-Eastern European conflicts;

should respect Soviet security interests, as perceived by the Soviets;

“and, last  but not 1ééét, it should be implemented gradually and

peacetfully.

-IV.-Ihp1ications Tfor the West

The development of Soviet—Eastern Eﬁropean relaticns under
Gorbachev carries both important eccnomic and political opportunities
and potentially serious challenges and risks for the West.

h
In the economic sphere, the Sowiet - trend toward greater

Jiberalization and availability for cooperation with the West is
widely perceived as a signal to the Eastern Europeans that they, too,
can and perhaps should do‘mofe themselves. But in light of the huge
diversities‘between the two economic Systems, great obstacles will
have to be overcome befare ahy pos{tive resu1t§ will become manifest.
For éxamp]e, the new Soviet bropensity to establish Joint
breaking development, a1l the more so if imﬁtated throughout Eastern

Furope.®® Howaver, several probTems must be solved before the joint

20 The Soviet Jlaws with respect to this initiative are still
being perfected, but the main points can be summarized as follows. The
Soviet partner will retain a quota of 51% or more in the venture; the
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vanture initiatives will yield concrete results. First, there will .be

a problem with fhe organizétion.of the local management, which will’
not be integrated into the‘state plan but will not be able to adopt
capitalist management criteria leither: there 9s a danger that some
sort of a hybrid and unworkable management system will result. In
particular, there might arise praoblems 1in accounting and in wage
differentiations between local and dimported persconnel, using rubles

and gonvertible currency. Segond,' the Soviet and Western partners

‘might find themselves moved by contradictory motivations: the main, .

- economic rationale for the Soviets is to. produce quality products so

‘as to increase exports and rajse bhard currency. revenues, whereas for

the Western partners it 1is to penetrate the potentially enormous

Soviet market and kepatriate profits.

More broadiy, there is a risk that, as in the past, the West, and

partibuWaﬁTy the United States, will oscillate between a pragmatic

»y : : . ’ .
loock at economic relations with the East and poligies of Tinkage of
this trade with political issues. Without entering into the merits or

the desirability of such Tlinkage, €4t 1is a. potentially disruptive

political factor of economic cooperation that must be reckoned with.

In fact, if economic opportunﬁties.for East—West cooperation are

president and the director general must be Soviet citizens, as must
51% or more of the work force; profits can be exported +if the Joint
venture still retains residual hard currency after having paid all
paersonnel-—they will be taxed at a fixed 20% rate, but will be exempt
for the first two years; the amount of the foreign nput into the

" joint venture will be calculated on the basis of international prices

at the official Soviet exchange rate; the joint wventures will operate
aut of the plan, and must therefore be geared to producing for foreign
markets. See Salvini, G: "Fare Affari Con Gorbaciov" . in Mondo
Economico, 20 April 1987; Karpova, MNatalia (of the foreign trade
commission at the Soviet Council of Ministers): “Compagni Pronti alle
Joint Ventures" in 1] _Sole-24 Ore, 9 September 1987.)
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uncertain, political prospects are more volatile and even less clearly

definable. In the political sphere, the major fissue that confronts the

West +s whether prospective developments in  Soviet-East European

relations will lead to a less antagonistic East-West relationship.
Most agree that increased- relaxation éf the Soviet grip over its
Junior partners, coupled with greater 1iberalization at homé, will
indeed contribute to East-West détente. This is because, the argument

goes, the Soviet regime's oppression of its own people as  well as of

Eastern Europe has always been a major.political irnitant in Western— .

Soviet relations. Moreover, the argument. continues, f Tiberalization

brings about better standards of 1iving, the Soviet government will be

Jess inclined to use foreign policy expansionism to suppress potential

social unrest at home.

| Yet, there is‘gfound to. be skeptical aboutithis 1ine of reason—
ing. For what a Jook at the historical record of Russia might be worth
fn inductive speculations about ‘Soviet behavior, the fact is that.
Russia was more expansidnist, rather than less, at times of greater
enlightenment and internal and “Hdnternationa’l OthHESS“-QUCh as for
example during the reigns of‘Tsars Peter I and Catherine the Great.

Evidence fp prove that Soviet enlightenment would have different

foreign policy implications than did Tsarist enlightenment is wanting.

Be that as it may, and guite aside from speculations about the

intentions of the Soviet leadership, opportunﬁties far an expansion of

Soviet influence abroad will increase if the domestic reforms succeed,
for military, political and economic reasons.
From a military point of view, clearly fin the medium and long run

the Soviets would have more resources to devore to .military purposes
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if the performance of their economy imﬁroves than ifrﬁf cohtinues to
stagnate oﬁ ‘even‘further deteriorate. It 4s not surprising. that the
1970s witneséed both a Soviet military build-up and a relatively good
performance of the 'Sbﬁiet economy. Also Eastern Europeah military
spending has in the recent éast been c1ose?yl related fq fluctuations
ih national 'inlc:czame‘a.'""‘1 Again, this doss not mean that Soviet leaders

have the jintention to devote larger economic resources. to'miWitary

Economically, the Soviets and the Eastern Eunopeén$ would be able
toAresume a more widespread use of economic aid to sthengthén their
presence in the Third World. Iﬁlfact,,whi1e‘in the '60s and '70s the
chﬁet were expanding their influence in the Third, World also through
economic  aid, -ﬁn the '80s théy have been less and less able to
continue to do so. The case of Mozambique 1s a éood example of this
reversal: fhfs was a revoluticnary country which duﬁing'the seventies
ﬁ%d strong Marxist_1eéningé and & growing Soviet and Cuban influence.
‘1t gradually began fo turn te the West when the . leaders -n Maputé
parceived that the Soviets were unable to provide what they needed far
more Qrgent?y_ than ideOWQQQ or even arms, i.e. development aid. With
respect to ﬁhe latter, as pointed out in Wolfgang Berner’s chapter,
both the Soviets and the Eaétern-Europeans havé been increasﬁngiy wary
to make a serious effort; |

The inflow of Western adid, though Timfted fpr now, has broughﬁ
éoviét influence 1in Mozambﬁdue to an ebb, and the érend‘isAunWikeTy?to

be reversed, despite frequent Western collusion with racist South

31 Crane, Keith: Military Sbendinq' in Eastern Eurcpe (Santa
Monica, CA: Rand Corporation, 1987), passim, and especially p.55.
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Africa, which remains Mozambidue's main security threaé. In the
future, however, if the Soviets and the Eastérn Egropeans ware able to
resume substantial economic aid, it s not at all dinconceivable that
Maputo will again move politically closer to them.

chat the Soviet system once held but which it lost over decades of

jdeclogical disillusiocnment and . economic failures, the USSR might

recuperate part of its erstwhile ddeclogical and political

attpactiveness 1in the eyes of both Eastern Europeans and of the.

'Western-Weff. In particular, the Communist-pantﬁes.of‘Western Europe——:
“and -specifically the more orthodox  and pro-Soviet factichs within
them—-might regain some of the dynamism of the mid-1970s, particularly
if a revival of the USSR shoq1d at some point be accompanied by a
serious economic recession.in tﬁe‘West. |

Ore ofher Jssue which deserves a separate treatment in the
context of the bo1iti¢a1 implications for the West of Soviet—East

Furopean relations is the German question. Impolitical as it is to

explicitly say so, to prevent thé resurgence of a pﬁedominant German
entfty in Central Europe remains an imperative for all other EBEuropean
states, ﬁn. both Eaét and West.®2 While this fact of course poses
agonizing political and ethical dilemmas for .the nations which are .
friends and allies of the two Germen states, it will. remain

nonetheless true for the foreseeable future.

The GDR, on its part, strives for a rather ambiguous policy. As

- noted in the chapteﬁ by Wolfgang Pfeiler, it insists on Abgrenzung

_ 3z This point is discussed in some detail 1in Bender, Peter: "The
Superpower Sgueeze', n  Foreign Policy, MNo. 85, Winter 198687,

passim, and especially p.108.
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" while pursuing intense economic ties with the Western: Europeans in

general and, of course, with the FRG in particular.

Recognizing this, one author has EedentWy suggested that the only
way to reconcile Germen aspirations to closer ties without political
unity withA the‘concérns which such_aspirations generate for the rest
of the Eurcpeans is to faver “the gradual emergence of a much less
threatening loose confederation of the existing two stzates“..‘33 The

problem with this view 1is that for ‘such a confederation to be

“conceivable, it would have to be preceded by a dramatic change'in the

two Germanies"re1ations with their respective miWitéry alliances and
ecohomiC"éommUnities.' But if this were the case, a- formidable
political momentum would ﬁnevifab1y be generated, and it s difficult
to 1magine how the rest of the Europeans—or, for that matter, the two

superpowers——could prevent it from developing into a drive toward an

ever more complete unification.

e

In the shorter run,it is probab1y fn the interest of ﬁnferweeﬁman
rapprochement that Gorbachev's drive toward better reTatiOﬁs with the
West succeed. In partﬁ;uTar, godd Sovist—West German're1ations have
recently proven to be a pre-condition for good inter~German
re1atioﬁs.34 Because of this, many in Western Europe worry gbout the

prospect of Soviet-West German relations becoming too close. But since

23 grzezinski, ZIbigniew: “The Future of Yalta", 1in Foreign
Affairs, Vol. 63, No. 2, Winter 1984/85, p.296.

34 One will recall how Honecker's Jong-awaited visit to the FRG
was twice postponed during the chill in Soviet-West German raelations
at the time of the NATO INF deployments in 1983-84, while it finally
took place in September of 1987, a few weeks after the Bonn government
had acceded to the Soviet request that dJts Pershing-1 missiles be
dismantled as a part of the overall INF settlement, though they wou1d
not be in the actual US-Soviet treaty. '




-

26
improved Soviet-West German reiatfons are unlikely to ra;sa Séviet
propensity to accept a reunifisd German political entity—of whatever
kind—a permanent Soviet-West German détente should be welcome by all
in the West who look for a lessening of overall East-West tensions in
the continent. At the same time, it will be up to the Germans, both in
the East but especially 1in thg West, to ensure that inter—German
détente Tuels sympathy but not suspicion in the West: as Pfeiler has
noted in his chapter, the Federal ReﬁubTic's'Qgggglig;ﬁ is and must
remain a'part of its Westpolitik.
| In-concjusion, one hotices how the West As sometimes confused
over the definition "of its political goa1s‘ih East-West réWationé:
what is it that we are striving to achieve? Most- would probably agree

that it s first and forsmost the preservation of peace, and secondly

guantitatively and qgualitatively improved political, economic,

cultural and human gontacts between East and West. The current roughly

B?poTaﬁ political division of the continent has arguably served the
former goal well, but not the 1étter.

As far as fhe goal of peace is concernad, the division of Europé
into twe blocs, together with the dnception of the nuclear era, has
contributed.to freeze many - actual and potential conflicts among the
states and the nations of Euﬁopewwpartﬁcu16r1yv of central Europe. It
has repressed-——though by no - means erased-—divisive natiohaTist
tendencies across the continent. In this respect:- it has served a
Qsefu1 purpose.

Howaver, thaf same division has brevented all Buropeans from
taking fuTTVadvantage of the enormous pétentiaW which exists for

greéter exchanges and integﬁation, which would be to the benefit of
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all. For this Eeason, many Th- Europe 'today are uneasyw with the
division which is commonly referred to as the "heritage of Yalta".
French president Mitterrand in 1982 went as far és saying that
anything that will contribute to escape from the divisions resulting
From Yalta wiTi be walcome.

With all the due respect for the authoritativeness of that
position, this author believes it +is a rather simplistic one. To move
in the direction of an abandonment of the post-Yalta éetﬁ1ement woLs Td
be desirable only §f -§t resulted nto a more united and‘1essr
conflictive Equpe. .But  there is -no -guarantee that steps toﬁahd.

“overcoming Yalta would, jgggmafgggg,r contribute to that goal. They
might, instead, result into a .mére gigggmgﬁggg ‘Europe, reviving the
dormant but still creeping -and poténtia11y explosive nationalisms. A
Eufope of fatherlands might well become cne where the single East-West
divide of our times will yield to a whole net of newly stiffened
inggrnational borders_—wﬁth all the undesirable po1itjca1_and economic -
consequences that would signify.

Another authoritative writer argued that escaping from Yalta fis
desirable because it would a11o@ fqr the “sﬁiritua? and moral
recévery" of-.Europe-?B‘ Again, this seems a Pathér blurred goal to
strive for. Thére is no doubt _tﬁét many Eurcpeans today feel
frustrated that they can not overcome a political division whese
guarantors are the two superpowens;'Yet, one is 1eft to wonder what
"spiritual and moral” values Europeans have lost, beéause of the post;
war political division settled at Yana, which they 'eﬁjoyed Before.

Was pre-Yalta Europe & - "spiritual and moral” model worth recovaring?

3% Brzezinski, Zbigniew: "The Future of Yalta", op. cit., p.295.
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In this writer's view, hardly so. : | )

In sum, while all fn East and West have_an interest in building a
safer Europe to live 1in, a safer Europe does hét need to be a Europe
without the two blocs. On the contrary, the withering away of the
latter might well bring about increasing divisions and dangers for
peace. This doss not mean that the best we can do is passively accept
the staﬁus quo. It 9s by no means true that we should assdme a "if 9t
ain't broke don't fix 4t" attitude. The current arrangement has its -
merits, but -t is certainly perfectib1é. Mpheover, there is no sense

in  striving to somehow freeze history: the current geopolitical

“arrangement in  Europe, like all others before it, will change. But we

in the‘West'shOUWd'étriye to "fix" the division of BEurope only if and
when we can be reascnably sure that we can do it, and that the
unavoidable risks involved are absolutely minimized, for a faiiure

might well have catastrophic results.®®

v Europeans, both E£ast and West, should strive for the dissolution

" of the blocs only after sufficient East—-West ties have been devg?oped

at all_levels to ensure that it would indeed result in a less divided

makes such a pre—conditions unimaginable, although this might change
and it hope%u11y will. |

In this 14ight, Nesterﬁ interests lie in a contiruing effort
toward concrete dmprovement §n economic; cuitura1, technological and
above all security cooperation both between and within thg blocs. In

particular, arms control agreements to dincrease crisis stability,

~ =® Some didentify a less divided Europe with a "safer" one, but no
evidence has  been provided to prove this thesis. See Luers, William
H.: "The U.5. and Eastern Europe", op. cit., p-9%4.
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minimize the possibilfty of misperceptions and accidental conflicts
and redirect precious economic and  human  resources away from the

defence industry should be pursued with energy. Increased economic

cooperation between East and West should be developsd both for its

~value per _se and as a means to increase East-West interdependence,

which, even if somewhat imponderable, remains a stabilizing factor of
common interests. Easier human contacts should be favored throughout

the continent and in both directions, and recent developments n

~Eastern Europe seem to -indicate an increasing willingness on the part

of those goverrments to Tower pasf barriers to such ééntacfs.

The West should energetically encourage such developments, while
howevér‘fefrainihg thm-usﬁng human rights <n Eastern Europe as‘an
instrument for political rﬁétoric to be conveniently manipulated in
particular political contingencies——as it sometﬁmé$ did +in the past.

To this end, as pointed cut in my chapter on the Warsaw Pact, a fine

Cows . : . . .
balance betwsen overtures and restraint toward Eastern Europe will be

required: overtures should help the Eastern European to increase their

say vis-a~vis the Soviet Union, while .restraiht should be aimed at
avoiding any process of fundamental change that is not both gradual
énd peacefuj.

These are concrete, realistic aﬁd this writer believes

unequivocally positive steps. However, to Teap to 'hore abstract

visions of a post-Yalta transition which ipso facto would unify the

‘continent ‘and somehow eliminate all the conflicts of [Ainterests among

the various nations and states. is unjustified, might possibly be

counterproductive, and should therefore be avoided.
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In June 1985 the Secretary General of the Council for Mutual
Economic Assistance {(CMEA} put forward an official- reqﬁest for
joint talks on trade and cooperation with the Zurcopean Economic
Compunity (EEC). Negotiations between the two groups had taken
place on an intérmittent pasis since the eariy 1970s, but, due to
the Cohmission's.refusal to discuss trade matters with the CMEA,
they had alway§ ﬁailed. The ZEC opposition to lontra-bloc :elafions
derives from an svaluaticn of the two groups' different spneres of

competence, The CMEZ, in f£act has none ¢of the supra-national




with individual East

powers which, on the contrary, the Community has. Brussells also
fears that tighter EEC-CMEA relations mav be used by the Soviet

Union to raise its leverage over the smaller countries

. In the

Communitv's wiew, intra-bloc relations should raprasent no more

than a 'complement' Lo bilateral agreements held bv the Commission

. o] . it
rn countries . For this reason, the

D

consensus won by the Community in April 1%87, according 'to which
the CMEA Secreéﬁét agrezed that intra-bloc accords would not affect
EEC ties with individual‘Eastern states rapresents a major . step
‘towards . an agreement. So far however, Western attitude in this
‘respect has been rather cautious. In late 1986 - Commissioner de
Clercg "was reported to nave cLaimed that the Community "will have

dene very well" if an agreement is signed in 1989,

Even 1f not totally unexpected, the CMEA initiative comes in a

moment of great difficulty for the Community. Overspending to

sustain the Common Agricultural Policy (CAP) . has grown

-increasingly out of hand, creating a huge fimancial crisis and

making international relations more difficult. The accession of

CMEA  r-slations is
e bibillography. See
cTal, 1385,
ment on Lrade
G, and, outside
ecently, Poland and
negotiations with
ne Rumanian cna.
-



Spain and Portugal has added to the conflict of interests between
member states,  rendering the <chances for a major reform, in
prospect, very dim. Notwithstanding the signing of the Single 2Act

in late 1985, the process of stepning up integration and political

w
rh

cooperation still proceeds =zt a z3low pace. As Eurgpe's c¢entre
gravity 1is ideally moving South, the Community faces the task of

granting full econcmic integration to

-

ts Southern regilcns.
Failure to do so would consolidate the existing dichotomv betwesn

an inner circle.of

"

ich, industriglised countries and an- external

-one Qf poorer ones. This would put the Commission under increasing

pressure for (often opposing) protectionist measures and could,
eventually, lead to a de facto collapsé of intesration in Westarn
BEurcpe. Protectionism, by no means a new feature of Community
policy, 1is now on the increase,’  and 1s supported by growing
consensus, both ameng businessmen, who want to shelter ailing

sectors from external competition, and by (mainly Huropean)

"scholars. The latter -claim that, under certain conditicns,

" protectionism cad improve 2z country's record even from the point

of view of the macroeconcomv. We shall argque, however, that the
case for prdtectionism scarcely apoplies to Western EBurope. ﬁere
suffice it to say that the more or 'less permanent adoption of
tighter trade pelicies which cha:actéri;es EEC practice, winile not
sustainable forever, reduces the scope for the s2conomy to adjﬁst

to higher «competiticon <Izom abreoad, post-zsones adjustment o an

unfcresseables Zutu




Although originating £rom 'altogether different factors, the
econcmic problems confronting CME2Z countries are Somewhat similar
to those <faced by the EEC.  Beconomic integration, . with its
inevitable ;orolla:y — deeper regicnatl Spécialisation and mutual
eceoncomic dependence — could indeed nelp CMEA countries acheivé the
sort of econcmies of scale, the 2fficiency and possibly  alsc  the
tachncology improvements they badly need, but it is strongly
opposad on a national basis, for fear of & potential loss ot
sove;eignity.'By introducing maijcr differsnces in the organisaticn
and -the management of national-economiesf the process of economic
reforms which is ncw spreading toiindividual countriss may further
limit the scope for future integraticn. At pressnt, the CLEA
econcmies are plagued by a set of unaccomplished targets in the
fields of technology and efficiency improvements. This determines
the long record of declining productivity and falling growth ratsas

whigh, to various degrees, characterises practicailvy -all Eastern

countries, Qil price rises and growing scarcities of raw materials

]

affect all Eastern economies except, tc some extent, the Soviet
Unicn. Due to the lack of hard currency and to the payment crisis
of the most indebted countries, the CMEA group has cut down on

purchases from :the only source that can potentially supply the

technology it needs - the West. This has resultec In 2 ra

'
b
L

readdress of the CMEA balance of payments with the ZEC countries,
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which, starting in 1880 turned in favour of Eastern EBurope

fu

While it may appear that the curtailment of machinery and
equipment purchases £from the West is 1likely to damage ZTastsrn
economies, leadinc to lower growth rates and to a fall in hard

Currency exports, saven years of growing trade surpluses (five

we consider the six smaller countries alcone) could point to the

i)

fact that, however costly it may be, Eastern economias havs
Y by

in
some sense adapted to the fall of tréde with the West. In this
case, the CMEA surpluses vis a vis the Communitv could reprasent =
structural, rather than & - Iemporary, =alement in Zast-Wes:

ralations.

This paper discusses ﬁEC—CMEA relétions on the background 2
the issues outlined above. Befors addressing the problams of Bast-
West trade per se, two closely related points will be discussed.
A) The first point reflects the theory o§ economic integratibn and
claims that the creatien of a customs union (like the EEC in
Western Europe) does not reduce externai flows in a meaningf;l
way. On the contrary, by raising growth rates in the integra;ing
area, integration is said to raise import demand.as well. However

tentative, empirical estimates trying to measur2 the "EEC efisco"
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on external trade generally agree that, if any, this has _been
pogitive., Thus Eastern countries, not differsntly fZrom those of
other groups, could have‘actually benefited from the c¢reation of
the ZEC.

B) The second point :elétes to recent contrinbutions to baiance of
pavments theory, asserting that, under <certain conditions,
pro&ectionism {even only sectoral) can acheive macroeconomic

|

goals, such as the reduction of unemployment and higher growt

)

rates. This weould eventually raise imports as well, making

‘retaliation a useless, when not a counter—productive, policy for

.third countries. Accordingly, EBC protectionism.would represent an

inevitable, but tolerable, "evil", as it is a tempcrary device
enabling firms to adjust to external market disturbances, and/cr

sheltering 'certain sectors which ars important for stratesgic or

political reasons.

. .5
2. The Community as a customs union

Even if it does not pertain directly to the sphere of foreign

trade, nevertheless the very creaticn of a customs union is. bound

5. This parag nolz drawn from
thesis on EEC
at

2Conomic
conducting

the Zurosvean Univ

o




to affect the economic relations between the integrating area and
third countries. At first sight, it might appear that, by
abolishing tariffs between member States and by levying a common

[ . . . . . N T
tarift on purchases from cutsiders, a customs union might divert

tradg from non-members to. integrating countries. However, by
focussing also on the spbstitqtion of‘ more  COStiv dcﬁestic

production with the cheaper kpost—integrétion) supplies of partiner

countries, traditional customs union. c¢laims +that intra-member-
trade creation may arise as well. External trade creation,

instead,  i.e. the transfer of domestic production to externa
‘cheaper scurces, depends in general on the relative elasticitie;
of demand and supply both within and cutside the integrating arsz,
and on the levels of 'the common external tariff relative to
national pre-integration levels. One of the main ‘results of
traditionai (static) customs union theory is thatrof having shown

how‘J depending on the relative size of the varicus 2ffects,

—

integraticon may have either an overall trade-creating, welfars-
augmenting result, or else, if the transfer of trade away from

external sQuUrces to more costly integrating producers

6. Locsly definsd as ithe average of
tariffs.
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pradomipates, overall trade-diverting, welfare—;educi;g effects .
The final impact ¢f a customs union on srade and welfare is
therafore a priori indeterminate, and trade flows may rise, shrink
or remain unchanged with rtespect to ‘their pre—integration

3
levels .

Because of the indeterminacy of the theoretical results,

]
rt

empirical estimates attempting £o measurs the sconcmic effects

n
Q
r
o

the EEC are especially :elevantg. Despite.wide divergence
methodological character, estimatss, hnowever.tentative, show an
almocst complete consensus on the trade-creating, welfare-improving
néture of the Community. The majority of estimates fall in the
rather narrow range cof 5 to 11 billion dollars for trade c¢reation
and 0.5 to 3 billion dollars for trade diversion. Morecver,

standardisation to a.common base-year would probably bring the

7. The «ccore of traditiocnal customs union theorv is formed by
Viner's pioneering contribution, later developed by Meade and by
Lipsev, and challenged by Cooper and Massel, whc claim that, from
the point of view of the intagrating country, unilateral tariff
reduction bringing duties to the lesvel of the common tariff
least as good as membership. The literaturs on the subject is

large and <cannct be summarised here. The articlss guoted above,
together with  ‘other  important ocnes, are in Robson, 1371
and #rauss, 127 i ¥rauss, 1972, Curzon, 1274, ch.19, and
Pelkma 198

8. & f 35 =hls point is in Pelkmans,
i984, c

3 Su ca among the others, in Curzon, 1274,
ch. 11 1232, P=lkmans, 1984, ch. 1 2nd Hine, 1983,
‘ch. 4



astimates even c¢loser (Davenport, 1%82). These figures;_howéver,
relate to overall trade creation. Bxternal trade creation, albeit
supposedlv non-negative, is much lower. Two authors, nameliv
Truman, 1375 and Balassa, 13875, set the figure for cumulative EEC
external trade «creation respectively'at 2,4 billion dollars for
manufactures in 1568 and.at‘2,5 billion dollars for all goeds inc
1970. The mcdest difference between the two figures, apart from
differences of a methodological nature, could confirm Balassa's
suggestion, according. to whicﬁ ”wheéeas much O trade creation was
adcompl%shed in the =arly part of the post-integraticon pe:ibd",
later on trade diversion increased (Balassa, 1975, p. 83). Bv
comparing thé figures relative to 1953-9 and 1953-70, Balassa
further finds that the elasticity of import demand with respect to
income,'which provides a measurs for trade creation and diversion,
has risen slightly over time for intra-area £flows, but has
remgined unchanged £or external trade. Considerable trade
diversion is aécepted as having <characterised agricultural
commercelo. According to Balassa, external trade creation was
manifest in the fields of raw materials (especially fuels), most
manufactures and machinery impcrts (metal products, transport
equipment), while trade diwersion was cobserved for chemicals and

for a variety of intermediate products and ncondurable  ccnsumer

10. See Balassa, 1967 and Daﬁenport, 19g2.



goods (textiles, leather goods, shees and clothing) Balassa, 1267
and 1975). Gi%en the differentveffect of integraticon on various
commodity groups, the relative impact of the Community on commerca
QEpends mainly cn the compeositicn of trade. According to Balassa,
the countries wno gained the largest shares of Community markets
were, in decreasing order: the USA and ‘other industrialised
countries, including the UK and Japan, but not the EFTA grcup.
Until 1970, it is claimed that the Zast European centrally planned
economies (CPEs) benefited from trade creation as their food and
raw materials’ exports to the EEC expanded.. Tha remaining

countries. instezad, suffered from trade diversion.

One element that is not captured by empirical estimates -
indeed, that is inherently difficult to quantify - 1s given by the
so-called dynamic effects of integration. These include all the
dirgect and indirect influences produced by a customs unicn on the

rate of growth of member countries and are therefore likely to be

much larger than 'the static effects of trade creation and/or

diversion. The idez that integration may have an impact on ~ growth

emerged for the £irst time in the debate that accompanied
Britain's memberzship to the Community. In that occasion it was
claimed that expcsurs to increased- foreign competiticon would

compel f£irms to improve technical efficiency, leading to lower
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tnis requires that, contrary to the standard assumptions of neo--
classical theory, prior tc integraticn firmes did not follow a
cost-minimising rule. Moreover, it is assumed that aonce
integration takesrplace, the relatively'less efficient f£irms raise
their 2fforts to minimise costs, o£ reduce ‘'X-inefficiency’. The
argument, although plausible in a general sense, is diffidult to
prove rigeorously. Pelkmans attempts an explanaticon in terms of
modern managerial theories of the firm, according to which
managers' skills arz an input, and the maintenance of cartain

working conditions (privileges, ‘'gulet 1L1ifz' and the such) are

‘part of- the desirad output w@mix. In this casey, the firm's

equilibrium is pompatible with what, in neo-classical terms,‘would
be technical 'ﬁnefficiency i.2. in principlie further cost
reductions are feasible. What is harder to explain, however, is
why and to what extent should increzased competition stemming from
intggration push firms to ralse efficiency. Given that .no
plausible explanation has vet been advanced, the so-called '"cold
shower effect” deriving from integration is far from being proven
(Pelkmans, l984);.Anothe: element in favour of'the dvnamic gains
of integraticn is closely related to the forsgoing argument, and
is represented by the investment spur that would derive £from the

exploitation of economies <f scale and the impact of higher

competition. #Even this idea, however, is largely unproven cn a

thacretical basis The data relative o investmant in Westzrn
\

Eurcpean countries 2uring show nigher—than-expectad yatss
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for some countries (Italy and Belgium), but not £for all.
Consi&eration of the British case, moreover, adds the possibility
that, depending on the competitiveness of home producers relative
to thelr partners, integration may also result in  a ”competitive‘

loss" for a member country (Davenport, 1582).

To sum up, trade creaticon rsemains: a) unproven from a
theor=tical point of view, both with respect to its "static" and
"dynamic” components:-b) small when measured with refarence £o the

EEC in empirical terms, and probably declining over time. Due to

‘the inward-lcoking nature of the CAP znd of other sectoral-

policies, negative trade creation (i.e. diversion) is suspected %o

have characterised food commerce and also some manufactures.

To what extent diversion has characterised EEC trade with the
CMEA is a tricky question. Until 1970 it is ruled out, even if it
is admitted tbat the-growth of Baitern 2xports to ;he EEC was due
to ébmpetitive improyements 5n the supply side and not to  a rise
of demand (Balassa, 1967). Unfortunately, emplrical estimates og-
the type produced‘by Balassa Fall short of the 1970s. BEven 50,
there 1s a general agreesment that "the growth of Easé—West trade

has been adversely affected more by...(other factors) than by the
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trade A diversion...effects of the Western customs unions" . The
elements -included azamgng the "other factors" range from the

centrally planned nature of

3

MEA trading systems, which causes
rigidities, inadequate supply etc. (Yannopoulos), to the loss of

competitiveness oL EEC production (Inotai}. Even if thess

considerations mav well be relevant ¢and especiallv the £irst - one

is - at present ZEC technclogy is still competitive for CMEA
countries), we shall see that to a large extent cthey are not

supported .by adequate evidence. First of all, a good deal of

confusion arises from the fact that the trade performance of the

six smaller Eastern countries (hereafter: the Six) is not always

"distinguished from that of the USSR. Being richly endcwed in . oil

and energy, the Soviet Union has increasingly concentrated exborts
I B
to the West on fuels . In 1983 energy sales representsd almost

75% of the wvalue of Soviet exports te the EEC, having benefited

'alsq from the o0il price rises of the L970s and earlv 1980s. Taken

alone, the trade performance of the six smaller countries was
somewhat less successful. Although EEC surpluses wvis a vis the Six
started to: decline in the mid-1970s, and eventually turned in

favour of the latter, nevertheless this was due largely to a

contracticon of Bastern purchases rather than te an expansiocn of
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sales to the West. Food, which represented some 35% of the value
of total exports to the EEC in 1963, fell kelcow 30% in 1270. Five
vears later, in 19753, it was down to a mere 20%, and ncow is around

10%. In wview of the «<risis of Polisn agriculture, 1t is pften

contended that the decline was due to supply factors. However, the

i

food/exports rztio of the Six without Poland (the "Five") is only
slightly above that of the whole grouplB. During mest of the 1970s
and 1980s the growth rates of EEC imports ¢f textiles and clothing
from the Six were consistently below the average of imports from
other areas; the same occurred for iron and steel. While the CNEA
share in Community textile purchases fell from 9% tc 5.3% Dbetween
1375 and‘iéSS, the value of these imports grew .by oniy 2.5 times;
those from the Mediterranean area rose seven-fold. Bven if it is
not possible to input these trends to straightforward trade
divers;on, it is equally difficult to claim the opposite, 1i.e.
that the building .and .the consolidation of a customs union in

Western Europe had a -zero-impact on East-West trade.

13. Until 18792 £o06 expcoris a
the "Pive" was actually highex
for .the Six, indicating lower focd e
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2.1 Community orefersnces

BEC trade‘diversion is cften ruled out cn the Dbasis of the
marginal role tariff nave -in the Community's Commen Commercial
Policy'kCCP). Whatever mav have been the initlal rederection of‘
flows «caused by the EEC, it is nevertheless accepr=d that its
long-run ‘éffect was one of promoting a more géneralised
! . ! .
liberalisation of trade (Cairncross, 1974). Once a customs unicn
waé established in Western Zurope, in fact, for non-members, and
especiallvy for industrialised countries, it was nct =xpedient to

ignore it. A process of reciporocal tariff reductions was theresfeore

l=ir shares in

h

unaertaken, as external countries tried to keep
the EEC market. Three rounds of multilateral tariff negotiaticns-
conducted under the Gatt brought werld tariffs in the mid—-1980Cs
down to cne third of their 1978 levels. Iﬁ the EEC, nomina;
tariffs under - the common external tariff (CET) are ﬁt about 63%.
Moreover, the: level of Community tariffs is further sroded by the
concession of various degrees of preferences in favour of
specitfied count:y;gréups.lThese range from partial to complete
exemption from duties on mcst manufactures and on some
agricultural imports and are extended to practicall: ail
suppliers, except for a small groub ;£ develcgped countries,
including the Usa, Japan, Australia, South Af:;ca. New Zeland a;d

the CMEA (but ncr Rumania).
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In this zésgect two points can be made: first, low tariffs in
nominal terms can conceal hiéh rates of effective p:otéction, i.e.
thevy can accord substantial protection to the activity producing
the walue-added of the product concerned. This is due to the fact
that a tariff, in practice, allows domestic producers to be less
efficient than their foreign competitors to an 2xtent 2qual to the

) 14
level of the tariff ~. An often-guoted work on the structure of
Italian tariffs 1in 1975 shows a higher than averagé degree of
effective protection'(233) on imports of low technologf, labour-
intensive manufactures and semi-manufaciuras like primaf"

chemicals, plastic products, c¢lothing and knitwear (Grilli La
NMoce, 1983). Tariffs, 1in other terms, are still an important

element in'the common commercial policy. It is not sc¢ much the

level of nominal tariffs that is relevant, but their structure.

,The second point concerns preferences. By raising the number
of - countries that receive preferential treatment and by widening
preference margins, the EEC aims, at least 1in theory, at

increasing the wvolume of 71its imports from the preferred areas,

Prefarences, in fact, either a) allow the regiplent countries to
compete against EEC production (trade creation), and/cr ) .give

the pnreferred countries a price advantage in relation to rival

14, Se2e Corden, 1971, and Murray, 1977.
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producers facing the full extent of EEC tariffs (trade diversion).
In general, authors are rather skeptical on the practical

effectiveness of tariff reducticns as a means to encourage imports

1]

From the preferred countries' point of view- the
mainL weaknesses of the schemes arei‘ bad product coverage,
determining the low level of substitution between domestic and EEC
production (agriculture, for instance, is e;cluded from most
schemes), and therefore limiting the impact of trade creation; and
the sheer - number of the prefsrence-receiving countries, .which

arodes the potential extent of diversicn. From the point of view

of the countries excluded from preferences - and the CMEA ones are

“among these -~ the impact of diversion in favour of . the preferred

groups . applies instead to its full extent. As a Hingarian author
puts it: ‘'preferences granted to some countries necessarily

generate  dispreferences for others" (Inctai, 1986, p.315). Due to

congentration of trade on fuels, the lack of preferencss probably

affects Soviet exports only marginally. On the other hand, it is
likely to ccﬁstitute a serious obstacle for Ehe Six, whose
patterné.oi sales to the Wést have come to ressmble rather closely
- and thersfore to compets with - those of develcping countries at
an intermediate stage of'dévelopment. These include for instance

certain countries of the Mediterranean area, or even EEC

15. See Cairncross, 1374, ch. 7, Murray, 1977, part 1, and Hine.
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"associates" like Turkey,' who receive sSubstantial preference

margins. -

Thus, while the effacts of‘trade diversion and creation are
difficult to trace and do aoct provide a-ready explanation to the
evolution of EBast-West flows, in a general sensa the creation of
ﬁhe Community and the growing polarisation of the CCP cn

preferences makes Eastern allegations of a de facto discrimination

‘against their exports more credible.

3. EEC protectionism

In recent years, there has been an intensification of the,

debate on protectionism. Acceptance of the notion that "real”
econcmies do not work according to the assumptions of neo-

classical economic theorv has led economists to claim that, in the

‘presence of distortions (such as market rigidities, economies of

scale, barriers to entry -and sc forth), protectionism may
represent a Pareto-superior solution with respect to free trade.
In other terms, under certain conditions, +the protection of

domestic sectors may nelp acheive macroeconomic goals as well, and

especially the reducticn of unemplovyment. The iliterature on the

[a}
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subject is vast, ‘and the full extent of the deka iz bevon

scope of this oaper.
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impact of protection is by-no means proved in -a general sense,
given that it depends on a nqmber of ad hoc assumptions such as
real wage rigidity, the independence of domeséic prices from
, 15

international ones and £fixed exchange rates . Moreover, it has
been claimed that whenever wages are indexed on prices, the final
effect of protectionism on growth and import demand is small,
depending, in general, on the degree of indexation of the economy
({Benassy, 12843 . In most | cases, 1t may be argued that
protectionism is likely ‘to give rise to retaliation and- to
"beégar-my—neighbou:” policies.

The theoreticél aspects of the debate arg largely missing from
the Community's practice. 1In general, the Commission resorts to
specificl(i.e. industry-aimed) measures of protedtion to ease the

costs faced by domestic sectors adjusting to increased competition

frop abroad, or else to allow the development ¢f industries which

L . Gt o= . . , L7
are important from a political or strategic point of view .

Protectionism, however, is rapidly growin coth in terms of -
product coverage and in terms-of the instruments it uses. One new
feature 'is the diffusion of non-tariff-harriers (NTBs) toc trade,

such as variable ‘levies, subsidies, guotas, "voluntary" export

16. See Levaclc Rebnarn, 1.21, and
17. A detailed account o ¢ policy debate on  protectionisn
within EEC member states is in Pearce and Sutton, 1985,

L FO



restraints, administrative controls and so on. These owe their
increasing peopularity to the £act that thev fall outside the
competence of the Gatt and are fixed unilaterally, bothh at the

Community and at the national level.

In general, EEC experience i1s far from proving the positiwve

'y

effects of protection. "Temporary" measures designed to help

import-competing industries adjusf to higher competition from
abroad have, over time, beccme practically perménént.,Together
with factors of a gyclicai naturé, EEC protectionism derives also
from structural elements, such as the losshaf its menopely in the
field Qf technology, the emergence of strgctural unemployment,
lé:ge fluctuationg in  the prices of raw materials and s¢ on
(Hager, 1982).-Due to the rigidities in-built in European labour
and capital markets, the aajustment of domestic sectors has turned
out, to be more difficult than expected. ,;Infant industry”
measures in favour of Ra&D-intensive programmes in computer and
electronics have, so far, failed‘tc produce ngtable results. The
risk that this type of protection may lead to a form of
development wihich is uncomplete, i.e. it cannct survive without
shelter, and distorted, in the sense that the protected sectors
may easily turn te inward-oriented strategies, 1is strong (see

Pearce and Sutton, 1985, ch.ll). Protecticn of more cbsoclete,

lakbcur-intensive sszctors like stesl, footwear,

3

st

T textiles  a

cleothing is a long-standing Community o
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initially introduced as a ‘temporary meas;re to regulate third
count;ies' - and especiall? LDCs' - access to EEC markets, while
atlowing dcmest;c firms to adjust to  competition: froﬁ ‘abread.
Instead, they have  evolved into more- or less permanent
arrangements. In ;he case of textiles, the Multi-Fibre Arrangement
(MFA), which develgped from less restrictive accords in existence
since the 1360s, was £irst concluded in 1973 and since then has
been re-negotiated three' timeés. So far, it has besn very
successful at limiting imperts £rom LDCs, and much less =ffective
for what concerns the importsrfrom other developed cc.\untries}'8

Although the process is not linked to é}dte;tion in any direct
way, by now some Western industries héQe,inaeed switched to mors
capital-intensive technologies. While tﬁese firms could do without
the . MFA, maintenance «of protection does not help the other,
inefficient ones step up innovation and crea£es strains in the

Community's relations with third countries.

It is in their trade with the CMEA- countries that the EEC
mempe: states have retained most restrictioas, The importance of
tariffs has been already menticned. Notwithstanding the fact that

most CMEA countries de facto receive MFN treatment, nevertheless

in 1976 the average tariff rate applied on manufactures' imports

18. See Noelks and Taylo:y iagL.
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from the CPEs was one third higher - than the corresponding cne for
LDCs, and higher as well than that for industrialised cocuntries -
6% against, respectively, ¢ and 4.5% - (Olechowski and Sampscn.
léSO). In view of the growing importance of NTBs, however, the
true extent of Community protectionism is largely understated by
the level of nominal tariffs. In 1976, some 630% of soclalist
countries' exports to the EEC faced NTBs, while still in 1380 s0me

300 {cut of 1020) full tariff positions in the Community's Common

‘Customs Tariff (CCT} were subject teo gquantitative restrictions oy

"at least one of the EEC member states. Barriers were most frequent

in the case of food, ' covering up to 78% of Eastern Eoodstufés
sales, 67% of vegetables and 64% of live animals, and of labour-
intensive manufactures 1like shcoces (58% o0f sales), textiles and
clothing {78%), machinery and appliances (73%) (Olechowski and
Yeats, 1982). Due to the different composition of their trade

patherns, the extent of BEC protection faced by each CMEA member

varies £rom country tc country. Restrictions were highest 1n the

case of Hungary, where, in 1976, more than 80% of the exports to
the Community was subject to barriers, mainly quotas c¢r

. , 19 - . - .
licensing” . Other affécted countries were the ILdod-exporting

~

12, See a i, 1234, who claims that in L%8
exports to the Community were hindered meore than thoss o
other CPE. ‘
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ones: Poland (70% of wexports to the EEC) and Bulgaria (60%),

followed, at a distance, by Rumania.

4, EEC-CMER relaticns: the case for an agreement

e
th

Community disc:imipation against CPEs, e?en largely
unp:oven- in a rigeorous manner, cannot be ruled out in a more
general sense. Why such a large proportion ¢f EEC-CHMEA tra@e is
subiect ”Eo ‘Western resfrictions is, strictly speaking, unclear.
Mutual non-racognition} and the consgquent lack of relations
between _the two organisations may possibly have had a major roie
in this respect, depriving both parties of a commcn legal and
institutional framework to negotiate trade issues. Given that EEC-
CMEA trade reprasents a larger share of Eastern commerce than the
other way ro;nd,'the lack of an agreement has had a bigger impact
on CMEA economies, and especially on the Six, than on the
Community. Eveh though an inter-bloc agrgément is now closer to be
reached than in any previous moment, néve:theless its actual
impact on Bast-West trade is likely to be, in the short run, very
limited. According to the Commissicn's request, Iin £fact, intra-

bioc talks will be largely restricted toc the issues raised by the

-

guesticn of reciprocal recognition, possibly allowing £or some
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degree of distinction to be made between the EEC, who has supra-

national powers, and the CMBEZA, who has none. The agrecment between
o/ . :

.the two organisations is likely to be limited to a common

declarétion of qgqoodwill, according to which gach varty
acknowledges the importance of trade and cooperaticn and eﬁdavours
to promote future relations. fhis. however, does not mean that an
inter-bloc agfeement would be irrelevant for East-West trade; on

the contrary, by paving the wav to negotiations between individual

'CMEA * countries and the <Commission, in the longer run it may in

theory represent a stimulus to trade. The extesnt to which this may

- happen depends largely on the ability of each Eastern delegaticn

in persuading Western negotiatiofs - that the Community's
discrimination in 1ts respect is undulv high, and, accocrdingly,
claim adeguate concessions. On account of its own economic
difficulties, as well as for considerations of a political nature,
the “Commission is quite unlikely to grant any of the concessions
that CPEs would probably demand. A controversial point concerns
tariffs, The.CCP vis a vis ﬁastern,countries senvisages strict non-
preferential treatment:; the Community's_qﬁfér is theresfore limited
to MFN tériffs. The proposal i1s unilikely to be changed now, more
for reasons of political opportunity than for fear that Eéstern
imports Eould pose a major threath to Community industries. MFN
treatment, hnowever, 1is opracticdally useless for CMEA ccuntries,

given that mosit of them already receive it, de jure or gde facto)

More impeortant still, MEN fa-iifs do nob reducs

)
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by CMEA products with respect to these of their mofe direct
competitors. To eliminate this bias, CPEs would have tc claim a
treatment which is at least as good‘as that faced by competitors
for homogeneous oproducts {(say, the countries of the Mgditerranean
area). In turn, they could grant equal tariff treatment to ZEEC
products  (which ;s nct done by Mediterranean countrles), or,
better still, given that in the éase of a CPE tarifi céncassioﬁs
are largely irre;evant, more direct measures to 2nsur2 import
20 . . . . . ;
growth . Another controversial point is likelvy to <concern cbe
inclusion w©f <food and “sensitive* manufacturas as 3 subject of
negotiations. The Commission has alwayé- rulad out' this
pessibility; dnstead, it islprepared to accord non-prefersential
access for indusﬁrial exports (other than steel or textiles), and
abolish or suspend restrictions on a number of manufactures to be
decided with each negotiating country. These may even be of some
impertance for Eastern countries _ the Rumanian agreement, for
instance, suspended guotas on chemicals, fertilisers, glass énd
ceramics, which together reprasent some 20% of CMEA manufactures'
'exports - ‘but{ in general, the practical impact of these

concessions on gverall flows is likely to be modest.

20. Such measures are, for instance, contained in <thas protocols
of accesszion to GATT of both Poland -and Rumania. :



While the Commission will probably oppose CPEs demands on
tariffs and product coverage, Eastern countries' ability to put
pressure on the Community is likely to be small, in view of their

low shares in EEC trade flows. Bach CPE, for instancs, accounts

~for no more than 3% of extra-EEC imports, with figures being. as

low as O0.1% for Bulgaria or 0.5% for Hungary. This is one field,
however, where intra-group informal cooperation could possibly

help raise CMEA leverage over the Community. Taken together, in

. fact, trade with the CMEA area is by no means irrelevant from the

Western point. of view. In 1984 inter-bloc trade accountad for 8%
of extra-Community trade, with the CMEA coming well before the 65

preference-recelving ACP countries or even Japan and Australia

. taken tegether., Geographical proximity and the large

complementarity of the products traded make the two parts of

Europe "natural" trading partners for each other (Hager and
Taylor, - 1982). -Taken as a whecle, the Community is the largest
trading partner of the USSR, accounting for as much as 16% of

f

Soviet imports and 21% of its exports in 1%81l. Although it is

somewhat less important for the Six, nevertheless the EEC still

ranks second place, coming at a distance after the CMEA regicn.
Moreover, to a large extent the Six share simiiar trade

structures, which suggests that, at least in thecry, some form of

- coordination in their nedactiating oesition should be pessible. S0

tar, heowever, Ea
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have never even tried to coordinate .their bargaining sositions vis
a vis the Commission: moreover, nothing has ever really been done
in the field of other types of cooperation, like the re—export of

Western technologies, the specialisation of productica, .the mutual

~

guarantee of creditwcfthiness and so on. To date, four © (out of
seven) CMEA countries have put forward a request for cpening taliks
with the Commission on trade anc cooperation. However, nothing so
far suggeéts that ghese countries will coordinate their efforts in
crder  to ‘enhance their (however limited)} negotiating power over

the Commission.

A last peint must be made, concerning the Commission's
likeliness to derogate from its initial bargaining position and

accord CMEA countries major concessions in the f£ield of tariffs

andsproduct coverage. At first sight, these chances appear to be

very dim: negotiations will take place between tﬁe Commission énd
each Eastern country "taken .individually, on a case—by—caée /
bilateral Dbasis, allowinglﬁhe West to exploit the Zull extené of
its market power. In scme sense, however, the EEC countriés may

want to obtain trade “"concessions" from the Bast as well. In the

past few years, in fact, the Communitv's positien as the CMEA's

21. These are: Czechoslcovakia, Hungary, Poland and Rumania.




principal trading .paxtne: in theAWest has been somewhat fading.
The economi; crisis of Eastern Zurope and the conseguent
adjustment has lead to a raderection of trade away from the
Community and towards the CMEA. This has been the case especially
for the Six smaller CMEA countries. While, in fac:, EEC trade wiﬁh
the Soviet Union has evolved in a fairly predictable maﬂnér, ‘with
the wvalue of Soviet exports being determined by the evelution of
0il prices, and imports growing accordingly, trade with the Six
has changed radically, falling from slightly less than a quarter
of total Eastern flo&s in the mid-1970s to less éhan 10% in 1383.
This ~was es;entially due to the curtailment of CMEA imports from

the ZEC, wnich fell by a yearly average of some 16% in 1980-83 and

-
A

were cut by as much as 22% in only one year (1982) 2. Given the
inconvertibility of CMEA .currencies, the main obstacle to the
development of trade came from Rastern countries' inability o
collect; . both through exports to the West - and throuan
international «credits, encugh hard currency to finance purchases.
Nevertheless, the Six gave a remarkable proof of their capacity pf
maintaining central control over their foreign trade sectors. In
less than ten years their imports from the EEC fell from almost
16% of total purchases in 1980 to legs than 2% in 1985. Commerce

was lLargelv re—derected insids the CMEA, especially tcwards the

» "
22. After 1983, CMEA imports from the West rscovered scmewhat,
gir value in real terms remains low.
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USSR, as the rise of intra-bloc trade matched the fall of trade

with the Community almost exactly. During 1980-5 the Six's

v

ir

purchases from the Soviet Union rose. from 34% to more than 40% of
total imports. The econcomic "dependence" of the Six from the

USSR has risen, particularly in the field of machines, plant and

vehicles, chemicals, and fuels. Within the CMEA, the so-called

‘"star-like" pattern of trade, featuring the opolarisation of

exchanges on the 5oviet Union, is being reinforced. A major drive
towards stepping up intra-CMEA cooperation is currently under way
and it envisages a number of joint programmes in the £field of
research and p;oduction. Megsured in terms of trade flows,
sconomic | integration between the lsmaller' CMEA countries and
Westarn Europe; has fallen d?amatica;ly; toc a large extent it has.
been substituted bv trade with the Soviet Unicon. The extent to
which this change is of a cyclical, i.e. temporary, nature rather
than of a structural one is, at this stage, still unclear.
However, the trend is not yet being yet entirely consolidated, and
EEC countries may feel théy have‘some interest in reverting it. - In
this sense, neqq#iations with the CMEA countries could be the

provide the cpportunity for setting the basis for doing so.

23. Loosly defined as the ratio between imports from the USSR and
total purchases in a particular commedity group. )
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To sum up, we may note that while the Community's‘commercial
poclicvy vis a vis the CMEA has .contributed . to reduce Western
Europe's role as a major trading partner tor the East, ;oosening
de facto the =economic integ:aﬁion oetween the twg areas, it has on
the other hand tightened inter~-CMEA links. raising the ecoﬁomic

dependence of each smaller country with respect teo the Soviet
[ .
Union. Given that neither of these results are allegedly wantad by

the Commission, we argue that a case is set for a radical revisicn

of the commercial policy in this field.

)
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The CMEA in the-Eighfies: Tensions and Reform

Efforts

In the wake of World War II a mew situation occured in several as-
pects of the world economy. The socialist countries - primarily under the im-
pact of the hostile external, capitalist envirorment - had been 'torn away"
from world economy, their international economic relations were forcibly-li-
mited within their own circle. This is how the set of relétionships, called
‘the system of socialist world economy' developed, and the Council of Mutual
Economic Aid was set up as-its 'kernel' in 1949.

Although the world economy is an organit”entity, which has nat been

---“doubled by the birth of the CMEA, yet the member-states of CMEA (and the

socialist countries in general) have participated‘relatively little in the in-

 ternational division of labour until the mid-60s, and the fundamentally autar-

chic aconomies have had international economic relations almost exclusively

within the socialist community. The CMEA was sé& up primarily out of
political considerations, with the objective of speeding up economic and
industrial development first and foremost in the group of neighbouringr
countries, héving an identical social setup and follohing identical politi—
cal goals, by a mutually advantageuous economic cooperation, Hohever, it was
obsious from the outset, that because of the modest (or often lacking)
traditions of economic relations among them arn efficient coohefation could
evoiﬁe within the CMEA only after a longer period of time.

In addition, not a collective self-reliance, the system of 'collec-

tive autarchy' was born in the CMEA, but the individual, national autarchy
(seven autarchies, independent of ane another) of the member-states was
born. The system of cooperation and of the division of labour established

under pressure within a very short périod of time has caused still effective
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structural deterloratlons and tensions of efflclenCy From the angie bf
the early functlonlng of the CMEA the 5pec1f101tles and dlstortlons of the
building af socialism in the late forties and early flftlES should also
be taken 1nto con31derat10n one may recall for instance voluntarism

of general effect, the dominance of natural planning,-the also genéral

introduction of the closely related system of direct management based on

senctirallyordered plans, and the vigorous depression of commedity and

monetary relations. From these specificities, asserted on the level of na-

tional economy, the central significance of bilateral medium-range barter

agreements {(adjusting to the period of the five-year plans) made on go-

~vernmental level {(and distributed for the companies as compulsory obli-

gations) and of the bilateral clearing accounts should be menticned about
~ cooperation within the CMEA. In the mean time the CMEA-cocperation has

been a bipolar one from the angle of the internationmal division of labour

in so far as the Soviet Union has been functioning (and is functioning even

now in many respects) as the raw material supplier of the other member-sta-

“tes, and as the market of finished products of the other countries. This

sysfem and mechanism of cooperation fitted well into the system of economic

management and (five-year) planning of the member-states; it guaranteed

and adequate supply of rew materials and energy agents for the (small)

member-states to their accelearted programme of industrialization, to the

extensive development of the economy, it gave an ex{rémely advantageous |

security of production 1o the companies and entire branches of industry in
the small CMEA member - states. | : |

The CMEA- -cooperation had been burdened by contradlctlons rlght from
the outset whlch was nct altered essentially after the pressing 31tuat1—
on of the flrst one, ane and a half decades and the contradictions have
become 1ncre351ngly pr8551ng by the passage of time: the result has been

a rlgld economlc and productlon structure Wthh has become unamblguously

outdated since the m1d—51xtles; the mechanism of CMEA cocperation




‘ding of the reform got halted here too by the early seventies. The processes
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“(flrst and foremost the flnanolal and prlce mechanlsm) has ultimately hin-

dered the exten51on and adequate funotlonl_g_of commodlty and monetary Te-

ulatlons in all the member -states; it has limited the interest of producers

(companieS)'in technical and production development; it has produced

fhree;,unhealthily separated markets in all the smaller member-states.

In the mean time it should be noted, that the division of labour within

the CMEA (in other words the basically raw-amberial exporting positien

of the Soviet Union) resulted in a massive transfer of capital to the

" smaller member-states by the Soviet Union until 1976, which became impossible

" to be maintained any further by the mid-seventies.

From the mid-sixties onwards it has become clear in every member-

state that the mechanism of cooperation should be transformed, and prog-

ress towards integration began with the development of joint institutions

‘and organizations, which led to a certain coordination of economic policies

(as contrasted. to the earlier coordination of plans)7 and subsequently to

the realization of joint investments and the setting up of joint companies,

to the elaboration of joint development programmes (of economic branches)

)

from the seventies onwards.

Each CMEA;country got confronted with the contradictions: of the

-system of directiy-ordered plans and of the model of extensive development,

fpf tne limitations of maintaining the old type of growth'already in the

Sikfies and the difficulties and problems pointed to the need of profound

”reforms affectlng the entire system of the economy everwhere, but the sys-

tem of economic management has reformed only in Hungary,'though the unfol~

"of the seventies mere'primarily"determined by the different impact Gf the

sudden price-Tise of raw materials in 1973 upon the various CMEA-countries:

the economic situation of raw material exporting Soviet Union. ‘Poland

‘and Rumania improved (by the growing export earnings), whereas the foreign

economic position and the passibilities of growth of the raw material im-
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._vper;ing Czechoslovakia 'GDR and Hungaty have deteriorated

Gne thlrd of world productlon is praduced in_the CMEA an almost

.one flfth ef the terrlotory of and wlth one-tenth of the total populatlon

of the world, however, the share, of the region in wmrld trade is much

more modest:it has been 9 per cent of world trade in the 80s. This partly

indicates that the association of CMEA—countfies with the international
division of labour is still not adequate, it is at a lower level than de-
- sirable, and partly - and this is the real ploalem - the share of the
CMEA-countries in worid trade has been continuously decreasing since the
dynamic period of the sixties: the share of the CMEA-countries in world
exports grew from 6.8 to 10.1 per cent between 1950 and 1960, and was
stabilized practically on that level till 1970, but it has dropped to B-9
- per eenf ever since. As far as world imports are concerred, the trend is
similar: the share of the CMEA-countries was growing from 1950 till 1965,
.then it had a slight decrease, and has been stabilized around 8-9 per
.cent in the B80s. Is should be added that the share of the Soviet Union
| in world Prade (in export as well as import) has been stable, and the decline
of the 70s and 80s is meinly due to the diminishing weight of the small
CMEA-states in world trade.
The conditions of cooperation have been fundamentally changed

within the CMEA in the 80s, the reasons-ef change can be summarized in the

following items :%

1. The Soviet E;oduefion of commodities and energy carriers cannot be ex-
-tended because of geological, technical and feasibility reasons.

2.An industrial structure extremely 'squandering material and energy has deve-

loped in all the CMEA-countries by the uncritical adoption of the Soviet

XSee: Csabai, Ldsz16: A KGST a valtozé vilagban (CMEA in the Changing
World) Kiilpolitika, 1985. No. 3.
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policy of 1ndustr1alizatlon ; by the 1nsuff1c1ent technical development
and by economic mechanisms not encouraglng rational energy consumption

3 The CMEA~countrles have lost ona, Or one and a half decades by not

being able to transform the structure and the system of management reducing
the requ1rements of materlal and energy. S

ar ‘ Because of the falling prices of fuel the pressure on the regroupment
of Sov1etwcommodities has been growing which cannot be counter—balenced

by limiting the purchasing power of the small CMEA-countries

5. The prinCiple of pricingLeffective since 1976 (that is slipping ave-

rage price made out of the arlthmetic average of world market prlces of
the preceding five years) - however logical and necessary 1t appeared

' 'when it was 1ntroduced - has accentuated the other, financial contradicti—
ons of the systemdof cooperation of the CMEA. "While the system aof coope-
ration within the CMEA has remained by and large unchanged, one element

of the mechanism has been modified. This has broken the earlier harmony

of the regional financial system, it has raised a number of yet unsolved'
_1ssues from the angle of monetary technlques, and 1t.had a direct 1mpact
on the real processes. The most obv1ous of all effects was that Eastern
European countrles have 1ncurred a debt cf several thousand mllllon trans—
ferable roubles towards the Soviet Union This is the result of the par—
tial modificatlons of 1976 while the means of the qua:titative regula—
tion of bllateral trade have remained unchanged an annual pr1c1ng was
lntroduced 1n trade with the Sov1et Union wlthout hav1ng effected the
'Vclosely related modlflcations 1n the financ1al system (.. ) Thls 1s “mani-
. fest 1n that ( ) the East European countries have balanced the estimated
| gain of about 30 thousand mlllion transferable roubles “of the Sov1et Union
out of the terms of trade to 80 perccent by real products, and a long-

term credit wculd be needed only for the debt of about 5 thousand million

transferable rorbles, which is one- third of their ‘losses form the terms of

trade..."X

T6id. p. 17.
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A factor fundamentally effectlng the entlre CMEA—ceuperatldn
is the v1gor0us transfonmatlon of SGV1et demand whlch hee been on the
agenda since the 1ate 705 ~which requ1res prlmarlly the grawing export of agri-
cultural products and food, and consumer goods of 1ndustrlal orlgln from the
CMEA-countries. Slmllarly there is the growing Soviet demand that the small
CMEA-countries should take part in the technical reconstruction of the
Soviet food and light industry, and in gereral in the productive Gnits ma-
nufacturing consumer goods, whereas the Soviet demands expect mining
machinery, means of trensporf and communications on the highest technical
standard ('world level'), and material and energy saving equipment from the
suppliers. In addition-there is fhe increaeingly-costly_direct participa-
tion in raw.material production, which has become a genefel practice in

-the BO0s..

The, bilateral medium-term (five-year plans) intergovernmen-

tal trade agreements constitute traditionally the basis of CMEA cooperation.

The basic characteristic of the price system has been the 'slipping price
base', the assertion of the principle df"fiVe-yerar mnbile average'
ever since January 1, 1976, which means that the prices are determined

on the basis of the arithmetic average of the world market prices of the

previocus five years. This isa mdre flexible pricing system than the earlier
one was (when all the prices were fixed for five years), but all the-same,

it does ndt sdfficiently encodrage additionel exnorts,'and since it is
basicelly realized by bilateral agreements, one cannot speak about uniform CMEA
prices in the case of a number of gdods. The ecenomic development of member -
etates has demanded'the-elaboratidn of more up;to—dete forms of coopera-
tfon than the bilatepal supply of goods{'and a decisive element of it has

been the specialization of preduction, fdgether with the system of inter-

state cooperation agfeemenfs.-Specialization of production is essentially

fitted into the system of medium- and long-term contracts of delivery,

it is of bilateral naiure and centred upon the final products (in so far as




g
“it is mich easier fo’ 'distribute' complete prbdQc{s{amﬁdg:théfébuﬁtries
than to create the conditions of the international division of labour with-

in the variocus branches), ité regulation takes-place:on two levels, the ag-.

reements are concluded on gbvernmental level, but ﬁltimately they are reali-
zed in the civil iegal coniracts of foreign trading companies. Nowadays 35
to 40 per cent of the mutual shipments .of CMEA member-states is realized
within the framework of international specialization of production, and

it has become a decisive factor of trade relations primarily in manufac-

turing - today a party not specializing camnot expect the safe

satisfaciton of all demands .. Today international ﬁanufacturing coopera-

tion is more advanced than specialization, in which the division of labour
" does not concern the final product, but the -international production of

the components of certain products, by which they represent an international

division of labour within a branch. This kind of cooperation presupposes the

coordination of scientific and technical cooperation, and first of all an

efficient inter-company cooperation. - And this is precisely the most
fundamental obstacle in thelway of international menufacturing coopera-
tion.

~ The earlier meané and methods of the cooperative mechanism of
CMEA havellost their efficiency by the 80s. The coopérétive mebhanish‘of
the CMEA has always been growth-oriented, and the integrative trade mecha-

nism has been basically a system of the distribution of growth. The present

practice is incapable to coonrdinate the interests of suppliers and pﬁrdhasers
while trade is stagnant. The exteﬁsion of trade is hindered by-thé diffe-
rentiation between 'soft' and "hard' gﬁods, whicﬁ haé be ome particulgrly
-shafp-in the field of food productsrat tﬁe turn of the %Us énd BDs:

it is 0bv1ous that not every article of short supply is a 'hard' ane,

anly those wthh head the llst of Ereferences of the planners under the

conditions of the economy of shortage. Though the Soviet economic policy

has been attributing & special significance to the increase of agricultural
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-1mp0rts w1th1n the CMEA since 1984 only the mass prdducts tﬁat"behvde
planned centrally (like wheat maize, beef) are regarded to be hard
whereas fruit, vegetables and’ processed fdddetuffs, equally m1551ng from
the market of rhe'majority of member-states, remain to be sdft'gddds.
Hardness only reflects a shortage screened by the subjective and fechdical

considerations of planners. The present mechanism of cooperation does not

encourage technical development, it does not prefer changes in production

and the renewal of products. The activity of the joint grgans of the
CMEA reduires modernization: ™
The wishes and ideas about the modernization of the mechanism of

edoperatien of CMEA are not newxx the extensive assertion of commodity
and monetary relations, the creation of the conditions of direct inter-
ogompany cooperation, the fundamental transformation of the economic condi-
.tidna of,eooperation have been on the agenda for two decades. If in the
late BOs all these demands occur more sharply than ever, it has several
reasons:

- the traditional base of CMEA-cooperation has been the sdpply dfreommo- '

d1t1e5 and energy from common resources, whereas the energy supply on the

level of the CMEA has become a problematlc one by ‘the elqhtles (as Soviet

production cannot be 1ncreased);

- by _the second part of the 703 the CMEA-ceuntriea haye become net

food importers, and'it has become yet'another factor hiedering cddpera—

tion;

X Csaba, Ldszld: A KGST és a nyolcvanas évek kihivdsa (The CMEA and the
Challenge of the Bos.) I. Kilpolitika. 1985. No. 5. - "

X The vast majority of the ideas descrlbed in the em*nent book of Ausch
Séndor: A KGST-egyiittmikiodés helyzete, mechanizmusa, tdvlatai (The § Sltu— ,
ation, Mechanism and Perspectives of CMEA Eooperatlon\- published in the
late 605 can .be regarded as still valid, primarily the recommendations
concerning currency and finance, and those suggesting the strengthenlng
of inter- -company cooperation. ' : :
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g number of CMEA states (Poland Rumanla and Hungary) have got into

a heavy debt towards the capltallst countrles but the gurcha51ng power

:;of the SDV1et Un10n in hard currency has also decreased (because of the

fall of 011 1ncomes) whlch further restricts the opportunltles of the

‘economic act1v1ty of member states The Jdlnts debt of the seven CMEAf_

- countries in convertlble currency was 89.5 7 billion USD_in 1?56,
whereas it has been 100 " pillion USD in 1987, r.the ne‘t.debt of the
Soviet Union has grown to 26 billion USD in 1987, the (nét)
debt of Hungary exceeds 11, af Poland 30 billion USD Whereas the cre-

dit- worthiness of all the CMEA countrles (wlth the except1on of Hungary)
- has 1mproved since 1984 A con31derable part of the growth of debt is.
due to the falling exchange rate of the dollar, but the problems of the

current balance of payment cannot be neglected either.

The CMEA held its 43rd (extraordinary) session on Dctober 13-14
1987 in Moscow where the Heads of Government leadlng the delegations
of member states have agreed upon the nece551ty of organlzlng economlc,

501ent1f1c and technlcal cooperatlon on the three, closely.refated-levels

of national econonﬁesof the branches and of the companies -Direct. inter-

company relatlons should be extended and relevant changes should be intro-
duced in the organ12at1onal system and in the 1nst1tut10ns of the CMEA
Inter-company relations, productlon and scientific- technlcal cooperatlon
should ‘be developed on contract ba51s new Jolnt ventures and 1nternatlonal

assoc1atlons 501ent1f1c and techn1ca1 organlzatlons should be establlshed

I‘\.-

But to the d1rect cooperatlon of companles such an economlc mechanlsm
- pPlCE system advanced currency, monetary and credlt relatlons 7 are

B Pl

needed whlch encourage the utlllzatlon of p0551b111t1es offered by 1nteg—

ration. There is complete agreement: the present currency and monetary

:‘h‘-‘lm dnee nnt SNCoUrags the Grow ©hogi e tubvover of QUOUS, {ranieraiie
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)rouble the‘coilective rdrrency —_in facf an aocouorancy unit - has not
allowed the development of a multllateral accountlng svstem of economlc
interestedness. in ach1ev1ng export surpluses In the mean tlme the natlonal

ideas regardlng the realization of ar1effeot1ve currency and monetary sys-

tem are quite divergent.

The 43rd session has definitely reflected the realization by the
majority of couhrries that the further development'of the oooperative
mechanism of CMEA is in their own interest. It is a cause for optimism

that the "Soviet Union reassesses her own role in UMEA, and the need for

the increase of efficiency, and for lessening the narrow cross-secions
of Soviet economy comes to .the foreground in the place of delivering commo- -
dities and accepting final products as features promoting the industri-
alization ofrother countries."®

Dispite of all these facts nobody can_ekpect a greater efficiency
of CMEA-cooperation in the short run. Fundamental changes cannot be reali-
zed within the international relations; if they do not fit into the
national systems of (internal) management: the reform of CMEA-cooperation
-canrbb realized only as a function of the modernization of the netional
'systems of management. The Hungarian standpoint - just as in reeoect of
the reform of the pricing of contracts - raieee_thE‘demand for quick end de-
finite modernizafion in thie respect too, in the mean time calling for
an increased consideration of the general conditions and regularities of
world economy. "Thus it is not accidental that the Hungarian Premier regret-
ted that the ohapferlof the draft resolufion of the session. dealing with

. . . : L XX
currency and monetary issues, contained few concrete elements.”

Csaba Laszlo :0p.cit.

X A negyvenharmadlk (The Fortythlrd) Hetl Vllaggazdasag Qctober 24, 1987
p 50. : .



; Lt.is“unambiQUUusly‘Elear5from the:poihtfﬁf;¥ﬁéﬁgéhef;i éébﬁdéizﬁ-.
¢5;gquitioﬁﬂ9f'thewsocialisthcountries‘and:their’ﬁositibh i the Howst Fela-
tions af world economy that "the weight of socialism still Femains’ to be
far more moderate in world economy, than- in world poIitich-This'éé}ﬁmetf
-.Ly is the patural outcome of. the fact tha{ socialism has been bictorious and »
spread on the periphery;‘therefore its existence can be historicaliy éxplained,
but its extent is already partly the consequence of the mistakes committed
in_the.eéonomic policy of * socialist countries and in the ‘development |
of fche»socivalistvinternational.integration'."x

.-The enhancement -of the effectivehess of CMEA—COOperétioﬁ b§ iEaps
is. of vital importance in the world economy of the late 80s fot'evefy ﬁember—
states, when technical development is faster than ever, a profound struc-
. tural transfiormation. and the radical rearrangement of power relations are
the characteristic features of the period amidst grave imbalances of
trade and finances, and the intensification of commeﬁcial tensions.

.. The CMEA as an integrative organization, and the CMEA member-
1states partly. through integration have to react urgently upon these challange
-of the world economy. . The CMEA is faclng a rather grave alternatlve The CMEA
. has come to a c;ossreadé;?the-answer to be given to the Challehge of ‘world
economy by the national economies belonging - to the integration'is'EEafly

-an alternative, the CMEA either:

...1.. changes. the pace and character - of its development, “in other words
. it shifts to a quicker and:totaily intensive track whilefretaiﬁihg“ifS'éoci—
alist features by guaranteeing the existential,%sucial;and‘culturéI-éébhfitz

of people; or:

Kozma Ferenc: A szocializmus tovabbfejlodesének v1laggazdasagl alter-
natlval (Alternatives .of the Further Development of 50818115m 1n WOrld
Economy) Polltlkatudomény, 1982. No. 2. i
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2. by some reason or other it fails to chénge its pace,)ihtenéification

and accélerétion suffé;s delay invitsjndUstrial;zeq,segtiﬁh,.and its pre-
indﬁstrial sepfionr éégﬁot.eﬁolye-thé fmodgi' 0f the harmonious development
of the Third World. In this cése it may driftrtowards twa ‘aQVerse éolutions
it would be forced to adopt:

- it would gradually get under _the infldence of the advanced capitalist
power centres, inrother words it would have 'to accept unilinear relations
of dependency;

- it may try to get out of the undesirable influences of these power
centres, but this objettive cannot be achieved otherwise than by reducing
(or even eliminating in an extreme case) the economic .relations. By a for-

- ced isolation direct dependence can be evoided, however , drépping_out of
the technical and commercial streams of the world will definitely bring

- about a lagging behind even if secialism makeé extraordinary and effective
efforts to speed up technical and economic development, to massively
strengthen the interests existing in this field. Isola{ion ultimatiey leads
exactly to the same result like the evolution of unilateral dependency
realitons:-to backwardness and .a peripheral posifon. Economic independence
'pfeserved at the cost-bf great scrifipes ultimately would turn into ifs

own prosite: to total exposition due to backwardness.”

X Ibid.
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In the 19B0s we have witnessed increasing criées of the East European socialist
ecoromies, more broadly, the Soviet (Stalinist) type of economic system. Having
exhausted. the natural and human resources of the societies, the countries of the
region have drezmatically lsgged behind in intermational cooperation, the majority
having have accumulated huge externazl debts, while the level and pattern of con-
sumption have also. fell behind and become obsolate. The quality of. life and sccis!
morals have pzinfully. diminished. Those phenomena, asgsinst the expectztions of
many economists, concern not only the countries which bave not yet introduced-
major reforms but also the ones, like Houngary, Yugeslavia, and Peland, which in’
different times accomplished substantial changes in the working of the nztional
economy. In this essay I will focus on those countries: why have they failed to orig-
inate economic systems substantially more efficient than the ores’ run by more
orthodox socizlist countries?

The Hunczrian reformers in 1968 were hoping quick and relstively peinless solu-
tions to the iliresses of the then existing economic system. At the same time they
wented to maintain the fundamental principles of the past economic order: the
hegemony and privileged trestment of state ownership of capital, achieving the ef-

“ficiency of the market-type eccnomies.For tactical reasons they conyinced them-
selves egalitarian velues .of socialism (slthough never seriously realized) and ef-
fectiveness of market competition were reconcilable without major contredictions
=nd without consequences for property rights. They also neglected, for the same
sezsons, the significance of the different rules of game on the CIMEA-market. The
esplanation for these failures of the reform movement lies in the festure of the
political svstem and the roots of the movement. 7

The reform debates first occurred in the press of some socialist countries {nota-
bly in that of the Soviet Union, the GDR, Hungary, and Poland) when the internal
gnd external circumstances were appropriate for them: domestic economic diffi-
culties, socisl lensions accompanied by temporary Sowiet political divisions in the
tourse of de-Stalinization. Becsuse the events, however, were elways within the
contral of the political elites, the limitstions of economic debstes were also de-
fined by them. It means, that neither the public discussions nor the more confi-
dental ones in ad hoc reform commissions were democratic: only a narrow part of
siternstive views could gsin publicity. This type of selection was twofold: pre-
vailed in the choice of Lhe parlicipants and also in their self-imposed limitations
concerning the radicalism of presented views. Eecause of those circumstances, the
early reform debates never offered 'independent' alternatives but only brosdened
the scope of what was acceptlsble, i.e. only a limited dlfference {from the ex:stmg
solutions.

Hence the 'dynamism’ of the reformist views: in the consecutive crises the 're-

Ve 479 0~
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form party’ could inch by inch expand the borders of the stlll “socialist! proposals.

This ideal-typical way of spreading of reform ideas fits most in the case of Hun- -

gary, but is more or less valid concerning the Soviet Union, and Paland as well,
The additional element in all of these cases have been different types of 'social
energy'. In the case of Hungary and Poland it has been the social pressure exerted
on the ruling elites intimes of major unrest with durable effects on the behaviour
of the governing strata. In the case of the Soviet Union this role has been filled
by the necessity of keeping the pace in the international competition. Finally, the
autonomy of domestic political struggles surrounding the reforms have gradually in-
creased through the last 35 years.

These political processes have been accompanled with another crucial one: in
the stage of political decisions on the final reform-draft the decision-makers had
to consider not only the reformist ideas but also the desires of the ruling appara-
tuses: that of the party apparatus, the government bodies, ministries, politically
strongly situsted large firms and territorial administrative organs. In one way or
the other, all of them were able to blackmail the top leaderships in every country
of the reqgion. As a very natural consequence, the politicians have not rezlized a
logical set of measures but have taken only the politically feasible components of
the concepts. So the reformers could claim that this way their proposals had been
prevented their necessary ccherence. In fact, however, for the above mentioned
reasons, those 'scientific’ projects were also major intellectual compromises and
not fully feasible in practical terms.

Many scholars have already analysed and sufficiently proved that neither the
Yugoslav reform nor the Hungarian system modifications in the sixties introduced
market mechanisms as a dominant integration pattern of the economy. The Yugo-
slav reform ideologoues even denied that although in fact the economy of
this country was more liberalized in general than the economic life in Hungary at
least from the mid-1960s: The -most fundamental problem ‘was that of the owner-
ship relations. The Hungarian reformers did not touch upon this question while the
Yugoslavs found a 'socislist' alternative, even more destructive in the long run than
the Hungarian 'pragmatism'. No scientific discussion preceded the introduction and
completion of the self- -Mmanagement system and could not be questioned later.

" The'lack of changes in this field prevented the Hungarian reformers of the six-
ties from elaborating concepts regarding the treatment of loss-making units, or
concerning the necessity of re-establishing the capital-market. Almast no
attentionwas paid to the problems of the monteray sphere: for the reform-ideol-
ogues of the sixties the financial regulation based on separate balancing of the

different parts of aggregate demand was an obvious and satisfactory solution. They

finally did not pay much attention to the problems of economic connections with
. the outside world: their model worked in a closed economy. Hence, they could not
establish the conditions for import-competition so crucial for small countries with
highly monopolized organizational structures, neither could they solve intellectual-
ly the effects of the traditional CMEA-trade on the reformed domestic economy.

The half-hearted systemic changes were responsible primarily for the fact that
the two reform-economies were not exceptions from the general tendency of the
East European economies in the 1970s. By that time the sources of statist expan-
sionism were exhausted and the reserves laid only in either-international indebted-
ness (like the example of Poland and Romania) or in macroeconomic depression
(like Czechoslovakia). Though the microeconomic adaptation of the reform-econ-
omies was undoubtedly better than that of the unreformed countries {(due to more
flexible prices, greater profit-motivation and a considerably liberal treatment of
the shadow economy) their macroeconomic positions in the international storms of
the 1970s considerably deteriorated. This deterioration was maore moderate than in

~-.
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the socialist countries without indebtedness, but together with the fast growing ex-
ternal debts it' became a major reason that Hungary and Yugoslavna could not
avoid the general systermc crisis of the 1980s either.

With the Polish crisis it became obvious, among other thmgs, that even the pe-
riod of sustained growth based on involvement of external resources had finished.
The only way to maintain the political continuity was that of system-reforms. This
realization caused the Polish party-leadership to continue, in the final account, its
Hungsrian-type economic reform, while the Hungarian political establishment
shcwed more eagerness to accept some demands of the influential reform econom-
ists, Why did not the Polish specialists recognize the limits ' - of the Hunga-'
rian reform by the time of their own major system-debates in 1980-19817

The views of the Polish reformists were also primarily determined by their tradi-
tions: they strongly accentuated the necessity of self-management-type solutions.
On the other hand, in this period the Hungarian gkample could still seem a success-
story, especially with such weak kncwledge of? its deteils as it was Lthe case in
Poland. Here, too, the politico-ideological dynamism of expansion of tolerance was
present: even in this period it seemed to be less dangcrous to Jook for sclutions
which fit into the general dogmas of the existing-socialism. The supporters of 'so-
cialist solution' i.e. of workers' self-management were also more organized (main-
ly because of the long traditions) and politically stronger than the free-market
radicals in the time of the major reform debates in 1960-1981. As a result of the
political compromise between the reform projects and the political logi€s . of
the martial law the unintended solution was the Hungarian formula; in which the
employees' councils had a minor role.

Im Hungary the reform-ideologues went further in this time after the experiences
of the 1970s. However, because of the repestedly mentioned political process of
reformism, they exerted their pressure not necessarily on the most effective solu-
tions in the first half of the 1980s: the most Lypical example of this was Lhe en-
“forcement of self-management type solutions lin a period of absence of workers'
concern in them. This situation yielded two poor results: the establishment of em-
ployees' councils did not, as they promised, strengthened the economy of the firms,
while lacking spontaneous movements the councils could easily be ‘manipulated by
other, more organized actors in the firms.

On the other hand, the economists did-not really elaborate sufficiently detailed
proposals on the real shortcomings of the Hungarian system listed above. It was al-
so a hard task to organize social pressure behind changes which would have resulled
economic improvement but also greater individual risks, stronger competition and
market-selection.

Under the pressure of the situation the Hungarian political leadership initiated
somewhat spontaneously the extension of private economy and legalization of parts
of the grey and black economy. On the other hand, reform efforts have in the
whole period been overshadowed by another spontaneous behaviour of the
roling centre: 1o tighten the’control over the increasingly scarce resources. It was
very obvious in 1982-1%83 for example in the distribution of hard-currency imports
and this growing regulation (control) has also been reflected in the fast growing
share of the budget in the GDP. The budgetary interventions have usually exceed-
ed the rules established by the same centre. This decreased ‘to an extremely low
level the confidence of the enterprise managers in the slability of regulation as
well as in the seriousness of the reform efforts. The first major humiliation of
this kind was the introduction of the new price system in 1980. It was only too
clear for the managers that the intention of the price reform was not the estab-
lishment of close connections between the domestic snd international economies
butl to put the price increases under buresucratic control. On the other hand, the
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execution of price reform was dilettant, the controlling apparatus proved unable
to elaborate a solid practical solution. This pattern has become typical in the par-’
tial systemic changes in Hungary in the 1980s. ; .

The answer of the enterprises on the repeated. efforts of the centre to sell
changes aiming at the limitation of purchasing power of the firms or the population
was the radical extention of their blackmailing efforts: in the still highly mono-
polized domestic market they always could argue ‘with their responsibility for sup-
ply in the given field. These kind of fights between the financial centre and enter-
prises had mcreasmg!y disorganized the norrnanty of reguiatlon. ]

This type of crisis has been accompanied by growing inflation: the intensifying
social tensions activized the lobbying of workers for keeping up the wage-rises
with prices; .extension of enterprise-lobkying had the same final effect. The debt-
management also meant selling more abroad than in the domestic ‘market, i.e. nar-
rowing aggregate supply vs. demand. These factorg activized inflation in every re-
form-country, i.e. in Poland, and Yugoslavia as well. While the former bas also
been unable to introduce monetary palicy for the same reason as MHungary {i.e. par-
tial regulation of different parts of Lhe aggregate demand), Yugoslavia had to sac-
rifice its ctherwise more sophisticated rnonetary rules for on the altar of short-

term political goals during a threatened situation.

' Under the pressure of the economic crisis the pluralism in these countries has
.-rapidly increased.. But without real consensus and confidence between ruling elites
and societies it could so far ifcrease the Yargaining features of the economic pro-
. cess. Al the same time, other East European countries, especially the Soviet Union
and Bulgaria, for the same logic, have entered the Hungarian road recently. Be-
cause of their uelay, one cannot expect the posmve effects of it what Hungary

: . . enjoyed in the
f:rst period of its reform. - :

Obvicusly, more than forty years of mxsmenagement of the ecoromy (and society)
cannot_be sannulled by a proper economic policy sdopted by the centre in the short
run. Still, it seems to he likely that from the second half of the 1980s the recog-
- nition is oply occurring that only a total revisicn of the dogma about superiority
of state property can initiate healthier economic {and social) processes in Eastern

- Europe. The question is will Lhe societies of the region have the‘time to digest and
accomplish their major transformation?
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In questo ultimo decennio il consolidarsi di una struttura delle relazioni
internazionali caratterizzata ad un tempo da rapporti oligeopolistici e
fortemente interdipendenti tra paesi, ha reso ancor pili necessario il
coordinamento delle politiche economiche nazionali e ha aumentato allc stesso
tempo i vantaggi potenziali della cooperazione, sopratiutto nel campo delle
relazioni macroeconomiche. Ma i progressi di fatto conseguiti su questo fronte,
comeé provano anche le ultime vicende, sono stati assai scarsi. E' glora
necessario cercare di spiegarne le ragioni. :

Un primo punto da chiarire & quale definizicne dare della cooperazione
internazionale, dal mamento che essa pud assumere e ha assunto, cane dimestrano
esperienze del passato, forme e contenuti diversi, anche se non necessariamentes
alternativi. '

In primo lucge la cooperazione pud prevedere un continuo scambic di
informazioni sulle politiche nazionali, senza particolari vincoli zlle scelte
dei singoli paesi. Lt'informazione svolge ceriamente un ruolo di primariz
importanza nell'influenzare il comportamento dei paesi, ma va considerata pil
che abiro un presupposto necessario di politiche cooperative.

Ancora la cooperazione pud essere intesa nel senso di uno strettc
coordinamento delle politiche nazionali, attraversc un processo centinuo di
decisioni conuni sulla definizione, anche quantitativa degli obiettivi e/o
degli strumenti di politica eccnomica. Cid che si richiede in questo caso & il
raggiungimento ogni volta di un accordo tra le autoritk nazionali sulle singole
scelte da effettuare. Questa forma di cooperazione, per quanto siz quella pil
di frequente invocata dai policy makers, & anche la pill difficile da
realizzare, per i forti vincoli che essa impone alle autcnomie nazionali,

Un terzo mode di intendere la cgoperazione & nel senso della definizione
di un insieme di norme e di regole che i1 paesi si impegnano a rispettare nelle
lorc strategie di politica economica, pur conservando una sostanziale autonariz
nelle singole scelte. Il quadre di riferimento che viene cosi traccizto induce
1 paesi, nel formulare le loro politiche, a tener conto del legami di interdi -
pendenza esistenti e di conseguenza ad orientare e modificare i comportamenti
in direzione di una maggiore stabilita a livello di sistema. La lunga fase di
cooperazione che si & sviluppats nel dopoguerra a partire da Bretton Woods,

rappresenta l'esempio pili rilevante di questo tipo di accordo coorerativo tra
paesi.
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L'analisi economica della cooperazione internazionale ha compiuto notevoli
progressi sul piano teorico ed empirico in questi ultimi anni. Uno dei maggiori
risultati raggiunti & la dimostrazione del fatto che in generale soluzioni .
cooperative, che contemplano accordi tra paesi nel raggiungimento dei diversi
obiettivi nazionali, sono superiori in termini Paretiani di benessere ed
efficienza a soluzioni non cooperative, in cui i1 paesi agiscono in base a
scelte effettuate in modo autonomo ed indipendente. Va messo in rilievo
tuttavia che 1'opportunitad di adottare politiche cooperative pud essere
valutata differentemente a seconda del modello teorico a cui si fa riferimento.
Le posizioni neoclassiche pil estreme sostengono ad esempio che i governi
nazionali non dovrebbero interferire nei meccanismi di mercatos in quanto la
loro azione spontanea sarebbe in grado di assicurare risultati cttimali sul
piano degli andamenti macroeconomici. Ma anche in uno schema neoclassico si pud
dimostrare 1'opportunitd di un esplicito intervento delle istituzioni per
favorire la cooperazione, se si assume realisticamente che non esistono per
tutti i beni mercati perfettamente concorrenziali e che 1'incertezza sul futuro
rappresenta una caratteristica rilevante del sistema.

In un contesto teorico keynesiano l'esigenza della cooperazione & ancora
pit evidente. 3Si pud dimostrare ad esempio che se i paesi perseguonc politiche
macroeconomiche mercantilistiche (surplus comerciali) e di conseguenza non
cooperanc nella generazione della domanda effettiva internazionale, il livello
della produzione mondiale subirad una severa penalizzazione., Ci® pud produrre
effetti negativi sulle relazioni monetarie, finanziarie e commerciali oltrech#
macroeconaniche a livello internazionale. 4

L'analisi economica non ha tuttavia fornito, almeno fino ad oras
soddisfacenti risposte sul problema chiave del perch® sia cosl difficile
raggiungere forme di cooperazione nelle relazioni tra paesi, nonostante i
vantaggi da essa derivanti, Contributi rilevanti in questa direzione sono stati
forniti, viceversa, dall’analisi teorica ed empirica degli studiosi di
relazioni internazionali, ed in particolare da un campo di indagine
relativamente giovane, 1'"Internaticnal Political Economy" (IPE), che studia i
fencmeni internazionali utilizzando congiuntamente schemi concettuali e
tecniche di analisi dell'’economia e della scienza politica. L'approccio
dell'IPE ai problemi della ccoperazione internazionale pud essere
sinteticamente riassunto nei seguenti quattro punti. 1) Lfammontare di
cooperakzione internazionale, ovvero la produzione di meccanismi di regolazione
internazionali ("regimes"), & influenzato dalla distribuzione del potere tra i
paesi. Differenti distribuzioni del potere internazionale condurranno a reglml
di regolazione diversi per qualitad (tipo di regole fissate) e quantitd
(estensione di applicazione di tali regole). 2) Le politiche nazionali
riflettono le preferenze delle coalizioni dominanti, che,» a loro volta, sono il
risultato dell'interazione tra gruppi di interesse e policy makers. 3) In un
mondo caratterizzato da 'incertezza' il ruolo delle istituzioni & fondamentale
nella produzione e distribuzione delle informazioni sulle condizioni del
sistema, e in particolare sul comportamento dei diversi attori. %) Il processo
di cooperazione pud essere analizzato in termini di 'econamia delle scelte
pubbliche' sotto due aspetti; a) il sistema economico produce "esternalita" che
vanno ripartite; b) il comportamento del sistema & il risultato di un'azione
cellettiva, tra e all'interno dei differenti gruppi e paesi. In questo contesto
si possono allora definire le condizioni di produzione del '"bene pubblico!
cooperazione nell'ambito di rapporti oligopolistici tra paesi. individuando i
fattori determinanti la propensione alla cooperazione dei singoli paesi.

Va softolineato come 1'approccio dell!International Political Economy ai
problemi della cooperazione internazionale non sia affatto in contrasto con
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1'approccio dell'analisi economica. Vi & al contrario una potenziale fruttuosa
integrazione tra i due, che & tuttavia ancora da realizzare.

La conferenza organizzata dallo IAI, dall'Universita dL_Harvard e dal NBER -
che ha riunito economisti e politologi americani ed europei per analizzare i
problemi della cooperazione macroeconomica internazionale, ha voluto essere un
primo passo in questa direzione.

Qui di seguito vengono riassunti 31ntet1camente i contenuti dei papers
presentati alla conferenza.

I1 coordinamento delle politiche macroeconomiche nell'area europea.

L. Katseli analizza i fattori economici, politici ed istituzionali che
hgnno determinato le polltlche macroeconomiche dei paesi europei negli anni
r80.

Per spiegare tali politiche & necessario innanzi tutto guardare, secondo
ltautrice, all'evoluzione delle relazioni monetarie e finanziarie
internazionali in questi anni. La crescente interdipendenza finanziaria
internazionale e il ruolo dominante di alcune valute forti nelle transazioni
internazionali hanno finito per influenzare, in modo pil © meno diretto, il
potere relativo dei diversi paesi nella determinazione delle politiche
macroeconomiche.

A livello internazionale ha preso forma e si & sempre pill consolidato un
sistema decisionale che & organizzato in forma oligopclistica e gerarchica.
Stati Uniti,» Germania occidentale e Giappone sono gli attori chiave di tale
sistema, che si & sviluppato al di fuori del tradizionale quadro istituzionale
delle Nazioni Unite o della Comunitd Europea e che, di fatto, ha finito per
assumere un ruolo di supervisione sul funzionamento del sistema, monetario
internazionale. In tale confesto la negoziazione tra i paesi sulle politiche
macroeconomiche si & concentrata soprattutto sulla gestione dei tassi di
cambio. Cosi, mentre il potere di decisione veniva concentrato nelle mani di
pochi attori, & cresciuta anche 1'influenza delle banche centrali sulla
conduzione delle polltlche econamiche.

La Katseli sostiene che 'a paritad di altre condizioni' queste due tendenze di
fondo, interagendo, hanno determinato un 'bias' deflazionistico delle politiche
macroeconaniche.

La formazione di questo 'club monetario sovranazionale', in risposta al
ruolo crescente degli investitori finanziari internazionali, offre da un lato
sufficienti prove dell'affermarsi di un 'paradigma pclitico transnazionale' che
trascende una visione delle relazioni internazionali basata esclusivamente
sullo stato-nazione. Dall'altro, queste asimmetrie nell'interdipendenza
finanziaria dei paesi e l'organizzazione oligopolistica delle relazioni
finanziarie internazionali rendono necessaria 1'introduzione nell'analisi dei
fattori politici. Dal fatto che pochi attori esercitano un elevato grado di
controllo sugli andamenti dell'economia internazionale derivano, infatti, un
insieme di problemi legati a fenomeni di strategia, negoziazione, influenza e
leadership.

Il 'bias' deflazionistico, secondo 1'autrice, & reso ancora pid marcato
dai costi cresenti legati alla formazione di coalizioni per contrastare le
politiche domirnanti. La complessitd dei temi al centro del 'management!
macroeconomico e le asimmetrie strutturali tra paesi nelle loro rispeste agll
shocks e/0 alle politiche esterne, ostacolano fortemente la costruzione dl
alleanze politiche tra i gruppi soc1all piti dlrettamente colpiti.
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L'internazionalizzazione della politica macroeconomica ha finito cosi per
ridurre ancor pill i1 peso politico dei gruppi pili deboli nel processo di
formazione delle .decisioni all'interno dei singoli paesi. - —-— -

La tesi daminante dell'autrice & che il quadro internazionale
sopradelineato ha esercitato una influenza determinante sulle politiche
macroeconamiche dei paesi europei negli anni '80. La scelta sia degli obiettivi
che degli strumenti 2 stata dettata in Europa, in questa prima parte del
decennio in corso, dai benefici netti degli attori.chiave del sistema. Nei
primi anni '80 una espansione fiscale coordinata a livello europeo, per quanto
realizzabile, fu avversata dalla Germania e dai suoci 'interessi costituiti' che
in larga misura coincidevano con gli interessi delle banche centrali europee.
Per converso, vennero perseguite politiche fiscali deflazionistiche, politiche
monetarie restrittive e forti contenimenti salariali. Oggi & tiepidamente
appoggiata da parte della Germania una politica fiscale espansiva unilaterale.

Da fattori politici e istituzionali dipendono in larga misura anche le
modalita di attuazione delle strategie di espansione o di deflazione. I governi
conservatori preferiranno dei tagli fiscali per espandere 1l'economia e delle
riduzioni di programmi e servizi pubblici per raffreddare la congiuntura.
Preferenze opposte caratterizzeranno i governi progressisti.

Se le politiche conservatrici si rafforzerannc e si istituzional izzeranno
a livello internazionale, grazie all'azione del 'club monetario
sovrahazionale', il bias deflazionistico in Europa, sostiene la Katseli,
tendera a perpetuarsi, indipendentemente dai cambiamenti di governo dei singoli
paesi.

: La coniclusione dell'autrice & che la disoccupazione in Europa rappresenta

oggl un problema che ha natura tanto politica ed 1st1tu21onale quanto
economica. -

Preferenze nazicnali e coordlnamento internazionale delle peolitiche
macroeconomiche.

I1 contributo di Thamas Willet "National Macroeconomic Policy Preferences
and International Coordination Issues" passa in rassegna la letteratura della
political economy e della sua influenza sul dibattito sul problema del
coordindmento delle politiche macroeconomiche., In particolare vengono
analizzate le fonti di determinazione delle preferenze nazionalli in tema di
politiche macroeconomiche. Viene preso in considerazione il dibattito relativo
ai trade-offs tra inflazione e crescita, ma non solo tra questi, esistenti nei
diversi paesi.

Nel passare in rassegna la letteratura 1l'autore cerca di individuare le
determinanti politico econcmiche che portanc a differenti bias inflazionistici
nei vari paesi. Il dibattito teorico viene analizzato sullo sfondo delle
vicende dell'economia internazionale dopo lo shock petrolifero. E' infatti a
partire dai primi anni settanta che il problema della risposta ottimale delle
politiche econamiche a shocks provenienti dall'esterno delle economie dei paesi
industrializzati si pone esplicitamente. Sulla base delle esperienze di quegli
anni, si sviluppa il dibattito sulla desiderabilitd3 del coordinamento
macroeconomico (basti pensare al cosidetto approccio delle locomotive che anche
recentemente & tornato al centro del dibattito).

Uno dei temi affrontati riguarda il dibattito tra cambi fissi e
flessibili. L'autore fa notare che se negli ultimi tempi si & accresciuto il
consenso verso un ritorno a qualche forma di fissitld dei tassi di cambio,
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ancora molto si deve indagare sulle condizioni macroeconomiche che devono

essere soddisfatte per rendere una struttura di tassi di cambio fissi
mutualmente compatibili. Accordi sui tassi di cambio infatti~non comportano —
autamaticamente il coordinamento nelle politiche monetarie.

E' centrale in questo quadro il problema del grado di discrezionalit2
delle politiche nazionali e le implicazioni politiche, o di political economy,
del dibattito regole fisse-discrezionalitd che si ® sviluppato a partire dalla
seconda metd degli anni 70. A questo proposito 1'autore suggerisce di
approfondire lo studio dei sistemi istituzionali e politici che limitino la
discrezionalita delle autorita di politica economica piuttostc che la ricerca
di regole ottimali.

Secondo 1'autore questo approccio, diverso da quello tradizionalmente
seguito dagli economisti, dovrebbe permettere maggiore spazio per rendere
compatibili politiche nazionali basate su preferenze dei policy-maker tra loro
molto distanti. Rimane aperto il problema se un tale sistema instituzionale
potrebbe conciliare le opposte esigenze di rendere compatibili diverse
preferenze nazionali e di generare un quadro di riferimento sufficientemente
rigido cosi da evitare quelle che l'autore ritiene essere le instabilita
generate dai policy makers.

Teoria dei giochi e coordinamento

I1 paper di J. Alt e B. Eichengreen, "Overlapping and Simultaneous Games:

- Theory and Applications™, contiene sia aspetti teorici che applicazioni di
questi a problemi di relazioni internazionali. I1 campo di applicazione non 2
propriamente quello delle relazioni macroeconomiche, riguarda infatti il
commercio di gas naturale in Europa. Si tratta in ogni caso di un paper assai
stimolante che presenta implicazioni di carattere pili generale.

Gli autori sviluppano il tema. ben noto nell'ambito della international
political economy, del issue-linkage (in base al quale nelle relazioni
internazicnali gli attori tendono a stabilire legami tra diversi campi di
contenzioso o contrattazione tra due diverse parti zllo scopo di migliorare le
possibilitd di accordi). Essi inoltre sviluppano il concetto di giochi
simultanei e sovrapposti arricchendo cosi il filcone, in rapida espansione,
della applicazione della teoria dei giochi &alla problematica della
international political economy.

Gli autori ricordano che sia i giochi simultanei che quelli sovrapposti
sonc semplificazioni del gioco pilt complesso che si svolge nelle relazioni che
intercorronc sul mercato del gas naturale. I1 gioco "vero" infatti risulta
essere troppo canplesso per essere frattato analiticamente. Nei giochi
simultanei i giocatori giocano simultaneamente tra di loro su piu terreni. Nei
giochi sovrapposti un gioccatore gioca due giochi distinti (nel caso di tre
giocatori) con due diversi soggetti.

Nel caso del mercato del gas europeo il gioco coinvolge cinque giocatori,
Usa, Urss, Europa Continentale, Norvegia, Medio Oriente ed & giocato su due
terreni diversi, la difesa e 1l'energia, uno dei quali, quello sull'energia, 2 a
sua volta giocato su due beni, il gas e il petrolio. Una struttura formeale che
incorporasse questo grado di dettaglio sarebbe perd eccessivamente complessa ed
& quindi stata semplificata. Vengono adottate le seguenti ipotesi. Si assume
assenza di interazione sul piano della difesa tra il Medio Oriente da una parte
e la Norvegia e 1'Europa Continentale dall'altra e si utilizza il concetto di
giochi sovrapposti. Analogamente nel gioco energetico relativo al gas naturale
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non c'2 relazione diretta tra gli Usa e gli altri giocatori {anche se una tale
relazione dovrebbe essere presente nel caso del petrolic), e possibilmente non
vi & relazione neanche tra il Medio Oriente e la Norvegia. - — - -

Grazie a queste semplificazioni le relazioni possono essere modellate came
giochi ristretti con tre o quattro giocatori. I concetti di giochi simultanei e
sovrapposti rendono possibili tali semplificazioni. -

In questo contesto i legami {(linkages) possono essere considerati come
punti di osservazione. Le mosse di un giocatore in una. area possono essere
osservate da giocatori al di fuori. L'apprendimento delle strategie reciproche
avviene gradualmente in presenza di asimmetrie di informazioni e di
osservabilita.

Gli autori mostrano come giochi di questo tipo possano essere applicati
anche ad altre aree delle relazioni internazionali come quelle macroeconomiche
in cui sono centrali problemi di "reputazione" dei policy makers o di
leadership (basti pensare alle implicazioni derivanti dalla teoria della
stabilits egemconica che sostiene che la condizione necessaria per la
cooperazione internazionale & la presenza di un paese leader nel sistema
internazionale).

Secondo gli autori i modelli basati sui concetti di giochi simultanei e
sovrapposti possono gettare nuova luce sulle implicazioni d&i vantaggi
strutturali nei confrenti delle alleanze politiche nella produzione e
distribuzione del gas naturale.

-Condizionamenti internazionali delle politiche macroeconomiche.

Nel lorc paper "International Influences on Macroeconcmic Policies: Japan
and the United States'" S. Weatherford and H. Fukui combinano aspetti teorici ed
applicati in chiave comparata. I1 punto di partenza dell'analisi & la risposta
delle due economie considerate al secondo shock petrolifero, e in particolare
ci si chiede came mai 1'impatto del secondo shock sia stato melto meno violento
del primo.

Secondo gli autori una ragione principale va individuata nel fatto che nel
secondo caso, le econamie considerate si trovavano in punti del ciele diversi
rispetto al primo shock. Nel 1973 i trends di (praticamente) tutte le economie
industrlalizzate erano altamente sincronizzati e, allo stesso tempo si
trovavano al punto di svolta superiore del ciclo. AL contrario nel 1979 1a
presenza di capacita inutilizzata in Giappone e nelle economie europee rese
possibile attivare politiche di reflazione senza rischiare di imprimere
accelerazioni all'inflazione ma rese anche possibile che la crescita della
domanda sostenesse 1'occupazione negli Usa dove la ripresa era gia a livello
massimo.

La performance commerciale degli Usa durante la seconda crisi del petrolio
fu uno dei punti di forza della amministrazione Carter. Le esportazioni
crebbero fortemente in conseguenza della crescita delle altre economie nel 1978
e 1979 e le importazioni diminuirono con il rallentamento della crescita
all'interno riportando il conto capitale in equilibrio nel 1979.

Mtre differenze tra i due episodi (1973 e 1979) si possono notare per
quel che riguarda 1'interazione tra i governi e i prinecipali gruppi di
interesse nel determinare gli obiettivi della politica economica. La differenza
& particolarmente rilevante nei rapporti tra il governo e le organizzazioni
sindacali nella fissazione dei salari la cui moderazione permise di limitare
gli effetti inflazionistici dell'aumento dei prezzi dell’energia.
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Negli Usa e in Giappone il governo e i consulenti economici presero decisa
posizicne a favore di una politica di contenimento degli shocks inflazionistici
e cercarono di cornvincere sia i sindacati che il mondo imprenditoriale della ——
inutilita di cercare di ottenere aumenti nominali di prezzi e salari per
recuperare la perdita dovuta alla tassa petrolifera. Nel paesi con meccanismi
di tipo corporatista, ciog a contrattazione centralizzata questo dialoge fu pid
facile mentre negli Usa dove il mercato del lavoro & invece fortemente
decentralizzato cid fu assai pil difficile.

Dopo una analisi dettagliata delle vicende succe551ve alla seconda crisi
petrolifera gli autori interpretanc i fatti confrontando due medelli
alternativi.

Un primo modello ispirato dagli studiosi di scienze politiche, mette
1'accento sulla complessitd delle interazioni tra fattori economici e politici
e vinceli istituzionali nel determinare la condotta di politica macroeconomica
nel contesto di una distribuzione frammentata della autorit2 politica (ccme nel
caso degli Usa). I1 principale messaggio che questo modello & in grado di
trasmettere & la chiarezza e la unanimita con cui la politica economica emerge
come risultato di un processc politico in cui gli incentivi istituzionali
tradizionali (struttura delle istituzioni) e i rapporti tra parti (e partiti)
politiche forniscono i principali canali esplicativi. I1 modello politico
inoltre non fornisce evidenza che il comportamento delle nazioni
industrializzate sia da attribuirsi alla volontd di coordinare le rispettive
politiche macroeconomiche. In altri termini gli eventuali benefici impliciti in
un processc di coordinamento non sembravano sufficienti, dal punto di vista dei
politolbgi, a controbilanciare i costi di contrattazione che sarebbero stati
necessari.

I1 modello -adottato dagli economisti per spiegare queste situazioni, cio2
i1 modello basato sulla interazione strategica (nel sensc della teoria dei
giochi) presuppone invece che gli stati siano considerati come attori unitari e
che la politica macroeconomica sia decisa essenzialmente in relazione
all'ambiente internazionale. La struttura analitica normalmente adottata 2
quella del dilemma del prigioniero.

In realtd i governi normalmente sono restii ad adottare politiche
esplicitamente coordinate perche& i benefici di tali politiche sono incerti o
comunque comportano elevati costi politici.

Secondo gli autori l'approccio degli economisti sottostima tali costi
politici e» nel concentrarsi sugli aspetti strettamente economici. porta a
commettere due errori: appunto, ignora i costi che il policy maker deve
sostenere nelle contrattazioni a livello interno e non considera che i medesimi
risultati, in termini di aggiustamento, possono essere ottenuti con strategie
politicamente meno costose.

Politiche fiscali e cooperazione internazionale

- I1 paper di G. Tabellini analizza la convenienza di un coordinamento
internazionale delle politiche fiscali in presenza di 'distorsioni' di natura
politica all'interno dei singoli paesi. Le 'distorsioni' all'interno discendono
dalla incapacitd dei governi in carica di vincolare anche le scelte dei governi
che 1i seguiranno sulla composizione della spesa pubblica. E' questo genere di
distorsioni a generare un 'bias' in favore di disavanzi del bilancio pubblico.

Ora il coordinamento internazionale delle politiche fiscali, sostiene
1'Autore, pud accentuare questa propensione dei governi verso 1 deficits
pubblici, e ridurre cosl il livello di benessere sia all'internc che
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alltestero. Cid & imputabile al fatto che il coordinamento internazionale
consente ai governi nazionali di formare tra loro delle coalizioni che tendono
ad escludere le future compagini governative. Tali coalizioni-internazionali ——
finiscono per ridurre i costi associati ai deficits pubblici e accentuare cosil
gli effetti negativi delle distorsioni politiche interne.

I risultati del paper di Tabellini, cosl sinteticamente riassunti, sono
facilmente comparabili con quelli raggiunti da un insieme di lavori.,
relativamente recenti, che hanno sviluppato il tema della incoerenza temporale
di politiche monetarie e fiscéali ottimali e della non convenienza, in guesti
casi, della cooperazione internazionale.

Un punto interessante sollevato nel paper concerne il tipo di regime o
istituzione internazionale che potrebbe meglio affrontare e risolvere la
distorsione politica su cui si concentra l'analisi dell'autore. Al riguardo.
sarebbe necessaric un meccanismo istituzionale in grado di interessare anche le
scelte dei futuri governi e sostenere allo stesso tempo il coordinamento
internazionale delle politiche. Solo in questo caso si potrebbe evitare
l'esclusione di alcuni giocatori e la cooperazione, di conseguenza, potrebbe
determinare incrementi del benessere collettivo. Secondo 1'Autore regimi o
istituzioni internazionali quali il Gatt o il sistema monetario di Bretton
Woods si avvicinano al tipo di accordi internazionali qui auspicato dal mamento
che le politiche incorporate in tali accordi tendono ad impegnare anche i
futuri governi.

In conclusione, sostiene 1'Autore, il coordinamento pud avere effetti sia
positivi che negativi. I primi tendono a prevalere nei casi in cui la
cooperazione assume la forma di 'regole di condotta' che vincolano sia i
governi in carica che quelli futuri. Questa forma di cooperazione in effetti &
in grado di risolvere sia il prcblema della incoerenza temporale delle scelte
politiche, che quello delle distorsioni politiche derivanti dal camportamento
dei governi in tema di bilancio pubblico.

I1 Sistema Monetario Europeo

Nel paper di L. Tsoukalis, dedicato ad un'analisi dell'evoluzicne e delle
prospettive del Sistema Monetario Europeo, vengono sottolineati innanzi tutto i
risultati positivi che sono stati conseguiti dai paesi europei con la
realizzazione dello Sme. In un mondo di flessibiliti general izzata,
caratterizzata da un'elevata instabilitd dei tassi di cambio, lo Sme ha
contribuito ad evitare lunghi periodi di sovra-sottovalutazioni delle monete
dei paesi partecipanti. Lo Sme ha altresi rappresentatoc uno strumento
importante nella lotta all'inflazione, dal mcmento che ha costituito un
elemento di disciplina esterna che ha indubbizmente sostenuto la determinazione
delle autoritad nazionali nel perseguire politiche antinflazionistiche. Lo Sme
pud essere altresl considerato come un passo avanti importante verso la
creazione di un'area valutaria regionale e di un sistema istituzionale di
decisioni collettive in Europa. Progressi significativi sono stati compiuti
anche in direzione di un coordinamento pil stretto delle politiche monetarie e
di un utilizzo pil vasto dell'Ecu, soprattutto nelle transazioni tra privati.

Il consolidamento dello Sme ha coineiso. tuttavia. con un periodo
prolungato di bassa crescita e di elevata disoccupazione dell'area europea. La
domanda da porsi & se vi sia o meno una qualche correlazione tra i due
fenomeni. .

E' certamente vero, sostiene 1'autore, che in presenza di un ampic spazio
in Europa per una espansione non inflazicnistica della damanda aggregata, il
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persistente rifiuto della Germania di mettere in atto tali politiche ha
rappresentato un vincolo rilevante alla crescita degli altri paesi. europei.

Non & facile tuttavia stabilire se 1l'accettazione di un~tale vincolo - —
esterno da parte degli altri paesi europei sia effetto della loro
partecipazione allo Sme o sia semplicemente il risultato della posizione
dominante della econcamia tedesca nell'area europea. -

. Tsoukalis sostiene che il ruolo della Germania di paese guida delloc Sme
differisce per molti aspetti da precedenti esempi storici di leadership di un
paese. In primo luogo il paese guida dello Sme non costituisce il centro
finanziario della regione europea nel suc complesso. In secondo luogos, e ancora
pil importante, a differenza della Gran Bretagna e degli Stati Uniti nel
passato, la Repubblica Federale non ha adottato una politica di 'benevolo
disinteresse' nei confronti della sua bilancia dei pagamenti, perseguendo per
converso una politica per molti aspetti necmercantilistica, con effetti
deflazionistici sugli altri paesi europei. In ultimo la posizione dominante
della Germania nella sfera economica e monetaria non corrisponde affatto ad
un'analogo potere nell'area europea a livello politico.

Il carattere del tutto peculiare della posizione di forza dell'economia
tedesca nell'area europea oltre ad aver marcato l'evoluzione dello Sme nei suoi
primi otto anni di vita, condiziona da vicino anche le prospettive future
dell'accordo monetario europeo, I1 passaggio alla fase due dello Sme, che
doveva avvenire due anni dopo la sua costituzione, & ancora tutto da
realizzare. Vi & una abbondanza di proposte di riforma dello Sme. ma un accordo
politico per attuarle sembra assai difficile da raggiungere.

Le difficoltd e i contrasti investono sia il problema della distribuzione
dei costi degli interventi che quello della ripartizione degli oneri di
aggiustamento tra paesi/monete forti e paesi/monete deboli.

Le proposte di- alcuni paesi, ad esempio la Francia, sono in favore
dell'introduzione di regole che garantiscano una maggiore simmetria nella
distribuzione di tali costi ed oneri. Molto diverse al riguardo scno le
posizioni di altri paesi, in primo luogo della Germania, che condiziona
eventuali lievi riforme alla realizzazione di una maggiore convergenza delle
politiche europee, nel senso di una accettazione anche da parte degli altri
paesi degli standars della politica economica tedesca, ed all'abolizione di
condizioni speciali (pill ampi margini di fluttuazione della lira) nella
partecipazione allo Sme. I cambizmenti introdotti nel funzionamento dello Sme
nel settembre 1987 vanno letti come un primo timido compromesso tra queste due
‘visioni, avendo introdotto nel sistema una maggiore simmetria nei meccanismi di
intervento.

Lo Sme, secondo l'Autore, necessita tuttavia di riforme ben pili
consistenti. Una spinta in tale direzione potrebbe venire, come & gid avvenuto
in passato, dall'esterno del sistema, con 1'accrescersi dell!'instabiliti
mcnetaria e finanziaria internazionale, in conseguenza della fase di caduta del
dollaro. Il ruolo e l'aziocne della Germania, per il suo peso economico
all'interno dell'area europea, resta comunque decisivo ai fini di uno sviluppo
futuro dello Sme.

Fattori politici, istituzionali e differenziali inflazionistici

A, Hanson analizza alcuni possibili legami che a livello teorico ed
empirico si possono stabilire tra fattori politici ed istituzionali, da un
lato, e le performances inflazionistiche dei diversi paesi, dall'altro. Nella
prima parte del paper 1'Autore sviluppa uno schema teorico per descrivere come
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le istituzioni e la politica influenzino il processo di aggregazione delle
preferenze individuali e la formazione di preferenze collettive. Queste ultime

a loro volta esercitano un'influenza sulle politiche che vér¥anno adottate, - —
nell'ipotesi che la loro scelta rlsponda a criteri di ottimizzazione. L'autore
si sofferma altresi nell'analisi di un insieme di varlablll istituzionali che
pesano sulle decisioni di politica economica.

Ma formidabili ostacoli, secondo l'autore, presenta la verifica empirica
di un tale modello teorico. E' necessario di conseguenza ridimensionare
fortemente numero e portata dei fenomeni da verificare. Sul piano dei dati.
infatti, 1'analisi empirica richiede la traduzione di fattori istituzionali
assai articolati e complessi in singole variabile quantitative. Allo stesso
tempo le modeste dimensioni dei campioni statistici disponibili indeboliscone
la forza delle ipotesi da sottoporre a verifica.

Per quanto questi vincoli rendano certamente pil incerte le conclusioni
dell'analisi, non impediscono affatto di poter realizzare studi empirici anche
di rilevante interesse.

I risultati pih importanti che emergono dallo studio di Hanson si possono
cosl sintetizzare: , _

- a livello di semplici correlazioni tra tassi medi di inflazione e valori medi
delle variabili politico-istituzionali emerge ccme una minore inflazione sia
associata con un pill elevate grado di indipendenza della banca centrale, con un
pili alteo tasso di 'corporatismo' del mercato del lavoro, con una bassa
conflittualitd delle relazioni industriali (elevato 'consenso sociale'). I pil
alti coefficienti di correlazione sono quelli delle variabili
politico-istituzionali rappresentate dall!'indipendenza della banca centrale e
dal grado di conflittualit2 delle relazioni industriali. _

- a livello di regressioni multiple oltre ad una conferma dell'influenza
sopraricordata sul tasso di inflazione delle variabili politico-istituzionali,
viene messo in luce come nessuna di tali variabili, se presa singolarmente, &
in grado di spiegare i differenziali di inflazione dei paesi. Un dato
interessante & il legame assai debole che emerge tra inflazione di medio
periocdo e dipendenza di un paese dalle importazioni di energia, soprattutto
relativamente all'influenza dei fattori istituzionali.

I1 paper di Hanson contiene altresl una serie d1 spunti interessanti per
futuri lavori di ricerca in questo campo.

In primo luogo su molti dei legami descritti nel paper esistono solo
spiegazioni di natura euristica. Analisi pil formalizzate sarebbero di estrema
utilitad, soprattutto per suggerire relazioni funzionali da impiegare nei lavori
empirici.

In secondo luogo & importante in generale sviluppare proxies
quantitativamente migliori e pili facilmente interpretabili per tutto un insieme
di fenomeni politico-istituzionali che hanno prevalentemente natura
quantitativa,

Le basi nazionali della politica econcmica estera: il caso della Francia

P. Petit ha analizzato la politica economica estera della Francia seguendo
un approccio originale che si basa sulla considerazione di due punti di vista.
Il primo & che il problema del vincolo esterno alle politiche macroeconomiche
viene collocato nella prospettiva pid ampia della politica estera dello state
francese in una prospettiva di lungo periodo. Il secondo & ltidea che lo stato
sia un soggetto a pill dimensioni e che & fortemente condizionato dalle eredita
della storia. Il ruolo dello stato & considerato relativamente alle relazioni

IAIS74HY - p. 10




monetarie, alle relazioni commerciali, ai rapporti di potenza (militari e
strategichel.

Questa prospettiva deve essere collocata in uno scenario di bassa '

crescita. Il periodo Mglorioso"™ di crescita successivo alla seconda guerra
mondiale rappresenta una fortunata combinazione di politiche nazionali nelle
aree sopra menzionate che ha prodotto un risultato unico dal punto di vista
della crescita e della prosperita.

Gli ultimi quindici anni, invece, hanno dato vita a una situazione in cui
1'integraziocne interstatale & divenuta un ostacolo a politiche pili espansive.

Se ¢i si colloca in una prospettiva di lungo (o lunghissimo) periodo
emergono due elementi che attualmente condizionano la politica economica estera
della Francia. Un elemento & rappresentato dalla serie di "sfortunati" episodi
che 1'economia francese ha dovuto sopportare nel 18°, e 19° secolo in campo
menetario e commerciale. Cid ha condotto a sentimenti di "ostilitd" nei
confronti del libero commercio e dei mercati esteri che emerge occasionalmente
nella politica economica estera francese (come nel periodo tra le due guerre).
I1 secondo elemento, legato al primo, & che ne sono derivati (anche di recente)
rigurgiti nazionalistici nelle relazioni economiche come in quelle strategiche.

Questi elementi possono essere di aiuto nel comprendere i diversi modi in
cui la economia francese si & adattata al mutamento dell'ambiente
internazionale. Nel periodo espansivo della stabiliti egemonica {(Bretton Woods)
la politica estera francese & stata caratterizzata da a) relazioni politiche e
militari che tendevano a smantellare 1'impero coloniale e a ritirarsi da
coinvolgimenti strategici nella politica di difesa; b) nelle relazioni
monetarie da una politica di svalutazioni competitive; ¢) nelle relazioni
commerciali dal sostegho delle politiche liberiste e all'entrata in nuovi
mercati. Questo periodo & contrassegnato da una forte interazione di relazioni
politiche ed economiche.

Negli anni '70 il processo di integrazione della Francia nell'economia
internazionale & completamente cambiato cane conseguenza della fluttuazione dei
cambi e del rallentamentc della crescitz. In un simile ambiente i margini per
una politica di potenza sono diminuiti. La strategia di "grandeur" 2 svanita
come conseguenza dei problemi commerciali che minacciano una struttura del
commercio pill favorevole che si era consolidata nel periodo precedente.

Las fragilitd della struttura commerciale emerge da fatti sintomatici come
lo sviluppo del commercio triangolare e la scomparsa di "punti forti" negli
scambi. La crescente integrazione commerciale nella Comunit2 europea impedisce
o comunque limita fortemente il ricorso a politiche protezionistiche non solo a
causa delle possibili ritorsioni ma soprattutto a causa della reciproca
integrazione delle industrie dei vari paesi, Cid riduce i margini per una
politica industriale autonoma soprattutto nei settori meno concentrati.

Ciononostante una politica industriale autonama, basata su un programma di
nazionalizzazioni fu tentata nel periodo 1981-83. Quella esperienza ha perd
mostrato che qualsiasi strategia, imperniata su grandi imprese pubbliche
avrebbe creato difficoltad relativamente all'equilibrio esternco e alle relazioni
industriali e non pud rappresentare una soluzione al problema della
disoccupazione, quantomeno nel breve periodo.

Le basi nazionali della politica economica estera: il caso tedesco

E. Thiel ha analizzato, nella sua relazione, le basi nazionali della
politica economica estera e 1'attitudine nei confronti della cooperazione
internazionale nel caso della Germania Federale. '

TAI8744 p. 11



Poich® la Germania ha attraversato due periodi di forte inflazione dopo la
prima e la seconda guerra mondiale, la stabilit2 dei prezzi ha sempre
rappresentato 1'obiettivo prioritario della politica economiea. La stabilitd —
dei prezzi & anche considerata indispensabile per assicurare il consenso
sociale sulla distribuzione del reddito, per proteggere il risparmio privato e
non danneggiare i creditori. Questo obiettivo ha sempre goduto del sostegno di
tutti i gruppi di interesse compresi i sindacati.

La Bundesbank deve, per obbligo statutario difendere la stabilita dei
prezzi e la sua autonomia le fornisce la indipendenza politica necessariza per
raggiungere tale obiettivo. Tutti i governi tedeschi sono stati molto cauti
nell'evitare di entrare in conflittoc con la banca centrale sulle questioni
relative alla politica monetaria. Incltre i governi sono sempre ben consapeveoli
che un'inflazione crescente avrebbe erosc la fiducia nella coalizione al potere
e avrebbe percid messo in pericolo la rielezione.

Secondo 1'autrice 1l'esistenza di un trade-off tra inflazione e
disoccupazione & considerata inesistente dall'opinione pubblica tedesca. Si
ritiene invece che 1'inflazione non accresca l'occupazione ma costituisca un
ostacole alla crescita nel medio periodo. Nell'esperienza della Repubblica
Federale se la politica monetaria non contribuisce ad alimentare le aspettative
inflazjionistiche le contrattazioni salariali si possono mantenere in linea con
1l'obiettivo della stabilitd dei prezzi;

Fit che in altri paesi in Germania si & posto il problema di ottenere
simyltaneamente la stabilitd dei prezzi e del tasso di cambic., Interventi sui
mercati dei cambi allo scopo di mantenere il marco agganciato al dollaro hanno
provocato espansioni dell'offerta di moneta che sono sfuggite al controllo
della Bundesbank. Una alternativa sarebbe stata la rivalutazione? ma la
decisione di aggiustare la parit2 sono state prese sempre troppo tardi per
prevenire pressioni inflazionistiche.

A causa della elevata specializzazione nei settori avanzati dell'industria
e di un mercato relativamente limitato le imprese tedesche devono poter contare
sui mercati esteri per poter sfruttare le economie di scala. Un posto di lavoro
su cinque dipende dalle esportazioni e le industrie produttriei di beni di
investimento vendono all'estero il 40 per cento della propria produzione. Una
rivalutazione del marco costituisce percid una minaccia alla produzione e alla
occupa21one nazionale. Una larga parte delle importzioni & rappresentata dal
comercio intra-indsutriale, Le imprese tedesche devono percid essere
competitive sia sui mercati esteri che su quelli nazionali.

La produzione tedesca, d'altra parte,» soffrirebbe grandemente se non
potesse contare su adeguate forniture energetiche e di semi-lavorati. Una
caduta del valore esterno del marco avrebbe percid immediate conseguenze
sull'inflazione interna. Cid pud chiarire la convinzione dei policy maker della
Repubblica Federale secondo 1 quali la crescita internazionale & minacciata
soprattutto dalla instabilitad valutaria e non dalla mancata espansione n& dal
mancato coordinamento delle politiche macroeconomiche.

In regime di fluttuazione dei cambi la Bundesbank ha dovuto fronteggiare
il dilemma tra la difesa della stabilitd dei prezzi e la simultanea
minimizzazione della fluttuazione del cambio. Si & seguita una via tesa a
mantenere in equilibrio ambedue le grandezze ma la maggiore preoccupazione &
stata quella di prevenire l'inflazione.

A livello internazionale si & assistito al dibattito sull'approccic delle
locamotive in base al quale si richiedeva alla Repubblica Federale e al
Giappone di perseguire politiche espansive per prevenire una recessione
mondiale. Il concetto di locomotiva rimane fortemente osteggiato dalla
maggioranza degli istituti di ricerca come dalle autorit2 di politica
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econoamica.. Le obiezioni riguardano principalmente 1vaspetto di sostegno della
domanda della strategia € le assunzioni sottostant:l. r-elatlve alla trasmlssa.one
internazionale degli effetti espansivi. [ — -

I1 governo tedesco e la Bundesbank sostengono il Sistema Monetarlo Europeo
cane fattore complementare allo sviluppo del mercato interno. Le transazioni
intracomunitarie che rappresentano circa il. 50 per cento del commercio tedesco
trarranno beneficio dalla stabilitd monetaria anche se c¢i sono dubbi sulla
possibilita che la Germania possa continuare a svolgere la funzione di leader
degli accordi.
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AN INEHERENTLY SAFE NUCLEAR REACTOR FOR EUROPE

The economic and technological'gap'between Eastern 1
and Western Europe is widening and may seriously affect the
chances for stability in Europe. One way to arrest and reverse
this trend 1is to foster cooperation between East and West
European countries in the development - and use of advanced
technologies as part of a comprehensive strategy to further
integrate the main European economic and technological
infrastructures. While constrained for years by the political
hostility -and military competition between the superpowers,
‘such _ - East-West European cooperation seems today a more -
realistic proposition than in the past mainly due to signs of

- . improving East-West relations, above all the ongoing arms
. control negotiations. This presentation is intended to examine -
. the . main aspects. of this. proposition through.an analysis of

potential cooperation in one area of particular significance:
nuclear power.

The  central thesis of this paper is that cooperation
in nuclear power could help to establish a network of contacts
between- Eastern and Western Europe in advanced technologies,
with both short- and long-term implications. In fact, nuclear
power in all of Europe has been adversely affected by the
Chernobyl accident of 1986 and can only -benefit fr9m
pan-European cooperation that addresses the specific needs of"-
Europe. Due to its highly symbolic meaning, collaboration in
the nuclear sector could foster mutual political confidenée
and initiate other economic and technological relationships.

In the following, the main aspects and reasons related
to this -possible cooperation are briefly presented, starting

l, - Eastern Europe: the Soviet Union’s six allies

-1 -



from the development status of nuclear power'in~both Eastern
and Western Europe.

. After Chernobyl, the safety of nuclear power plants
has gained new significance worldwide. Parallel to the efforts
to improve the safety of the présent nuclear reactor
generation, several countries are exploring the development of
"inherently safe” nuclear reactors. These reactors should be
in use in the next century. The development of a new reactor
could well be of particular interest to Europe, East and West.
The specific attributes of the Eurcpean nuclear scene, which
have been wunderscored by ‘the Chernobyl accident, call for
cooperation between East and West ‘on this key element of’
future nuclear powermdevelopment.'Theée'characteristics can be
summarized in five points. ) '

a) Nuclear power in Europe has developed on a national
-basis -in Western Europe. 1In Eastern Europe, -it has
developed in the framework of COMECON, under the
leadership of the Soviet Union. East and West European
nuclear powef development has, therefore, been
parallel but separate. This way of development is no

v longer possible after Chernobyl. Long term goals are
needed "to facilitate a transition toward the broader
integration of all Europeah nuclear programs.

b) The degree of nuclear power development in Europe
today 1is very diverse from country to country, and
from East to West. In Western Europe there are
countries which are highly dependent on nuclear power,
such as France, which gets more than 70 percent of its
electricity €£from nuclear power; and countries which
have not yet embarked on nuclear programs, such as
Greece, Portugal and Ireland; some have renounced them
altogether, 1like  Austria; others, 1like 1Italy, has

~recently abandoned . the present-day nuclear
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technologies for electricity production. In Eastern
Europe, as well, nuclear power has developed
differently from country to country. Bulgaria gets 30
percent of its electricity from nuclear power, while
Poland 1is now building its first nuclear power plant.
Furthermore, Eastern Europe as a whole lags behind
Western Europe in the development of nuclear power.
Nuclear power provides 10 percent of the total
electricity power in Eastern Europe, in contrast to
~ 30 percent in Western Europe.

In the post-Chernobyl period, such diversities are
more likely to put severe constraints on the
management of - existing, - and the development of
future, -nuclear power in ‘Europe. In fact, the

--Cherncbyl .accident has shown the intrinsic continental

nature of -‘nuclear power and has stimulated different
reactions . of . European states in relation to their
nuclear interests. For the first time, some
governments -- but only of states which have no
nuclear power -- have begun to take clear anti-nuclear
stands in international meetings. This new attitude in
the international sphere is 1likely to affect the

‘future of nuclear power development even in those

countries already advanced in nuclear energy. However,
it 1is possible for countries without nuclear power to
renounce its development forever, when nuclear energy
is already a significaﬁt reality in Europe and when
everything suggests its further growth both in'Europe
and in the rest of the world? Although several less.
advanced countries have renounced nuclear power in
the short term, it would appear very difficult for
them to avoid its development in the long-term.
Indeed, their proximity ¢to other nuclear states
compels them to develop some degree of capability and
involvement in nuclear power, if they wish to continue
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e)

to - have a voice in international fora and to keep the

option of nuclear energy open.

In both Eastern and Western Europe the same concept of
nuclear technology predominates: Nuclear Pressurized
Water Reactor techneology. Approximately 150 nuclear
reactors of this type are projected to be in operation
in Europe by the year 2000. The European reliance
primarily on one 1line of technology could be a
significant shortcoming for the future'development and
credibility of nuclear power as an energy resources
for Europe. Europe cannot rely only on the development
and improvement of the technologies used so far,\while
in other non-European countries, like Japan and the

United States, - the development of new reactor
: concepts, -such: as the "ineherently -safe” nuclear

reactor, are under consideration.

At the European level, we ‘are witnessing a trend made
possible by nuclear technology: the centralization of
nuclear power in the most advanced countries and the
export of electricity produced. It makes no economic
sense to transport fossil fuel in one country in order
to produce electricity, when it is intended for export
afterwards. It does, however, make sense to do this
with nuclear fuels. Even if the centralization of
nucler power is possible in technological terms at the
European level, it cannot be viable, after a certéin
level of development, in political terms. ,

Theréfore, an all-European cooperation designed to
facilitate the active participation of all countries
in the deveiopment of nuclear power S5hould be of

_interest both to advanced and less advanced countries,

thus enabling a greater sharing of the responsability
of European nuclear power.



In sum, - given the nature of nucleér dévelopment in-
Europe, . and the politiéal -and economic context of the
continent, one must keep in mind certain key questions for the
future. Can we continue to think of nuclear power in Europe
'only in national terms? Can nuclear.'powerrcbntinue to be
highly developed in some countries, while other countries are
less developed or excluded from nuclear development? Can we
foresee a European continent in which nuclear power in East
and West continues to be developed along separate paths?

Nuclear power is a complex technology with great
impact over the long-term. In Europe, this impact .is likely to
be larger than anywhere else in the world, because:

—-- .nuclear power 'is already extensively déveldped

" - more than other regioﬁ-bf the world, necessitating

‘safe -management and the gquarantee of the huge
'5investments made so far; B R

—— there is a lack of sizeable enery resources,
making - nuclear power a more critical energy
resource for Eﬁrope;

-—  the high density o¢f population meané both high
energy demand, and limitations on siting,
construction, and operafion of nuclear pover
plants; and '

-~ the differences and the fragmentation of the
economic, social, and political systems mean that
most European nations cannot deveiop continental
scale technologies except in the framewofk of
international cooperation. i

It is argued, therefore, that all Eutopean countries
should face the .challenges posed to them by nuclear energy
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through cooperation in the development of a new "inherently
safe" nuclea; reactor, suitable for the European environment.
Such a reactor could be designed on the basis of new economic
and safety criteria; these could include, for example,
providing the decommissioning design with the construction
design.

In Europe, several <concepts of inherently safe
reactors are under study and development. But the European
scientific and technological community as a whole has never
been called upon‘for a broader effort in that development, and
therefore has not taken advantage of the collective experience
of the individual European nations. Futher, the European
community could. benefit from the latest technological advances

~ through its cooperative efforts. A program for the development

of a new type of reactor could be launched by Western European
.countries and opened to the participation of Eastern European

- ‘countries. ‘A -first move. toward East-West cooperation SEems-,. .

more feasible within a European context than within a broader
one including the two superpowers, with their global strategic
preoccupations.

» Cooperation between Eastern ‘and Western Europe in

nuclear power today appears more realistic than in the past,

mainly due to four factors:

—— the emphasis put on international cooperation in .

nuclear power after Chernobfl;

-—- the suggestion of an - improvement in East-West
relations, above all the ongoing arms control
negotiations; -

" == the economic reforms fostered by the new

leadership in Moscow, which could 1lead to the

opening of Eastern economic systems to the world

_5'_




economy; and ' -

—-— the decreasing military importance of nuclear
péwer technologies in East-West relations;
East-West cooperation would not éhange the present
day capabilities of both sides to provide
fissionable materials.

The successful model of Western European cooperation
in the space field, where national programs are flanked by the
European Space Agency initiatives, could be adjusted and
adopted in launching an European nuclear power cooperation.

Through this cooperation all European countries could
further enhance the. safety and the economic performance of
nucleér'“power in both: the short and long-term. Indeed, a
- project of this kind could reopen nuclear prospects in Western
" Europe -even  -for those less advanced countries, which now,
under the pressure of public opinion and/or the lack of energy
needs, are not interested in nuclear power. A revitalized
interest on the part of less advanced countries in nuclear
power over the long-term is likely to reconcile differences
betweeh European countries even in the short-terms, and

- strengthen their ‘joint commitment to the safety of existing
nuclear power.

This initiative could be an important step in
East-West technological cooperation. It could be a
technological bridge between East and West, with the potential
of future superpower involvement. Considering the complex and
demainding technology represented by nuclear power, linking
Eastern Europe’s nuclear power capabilities to Western Europe
in addition to the 'Soviet Union may well contribute to an
easier ' management of nuclear power in Europe, particularly
during periods of crisis. '
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DIMENSIONS AND LEVELS OF SECURITY
IN THE INTERNATIONAL SYSTEM
OF THE EIGHTIES AND BEYOND

MIHALY SIMAI

Concepts and Dimensions

The debates among social scientists about the concept of security are far from being
of an abstract nature or of theoretical importance only. They are reflecting the
--needs and problems of the countries and the norms of international relations in the
given era. Since the concept of security is widely used by different ideologies in
different societies by people, governments, international organizations and different
scientific disciplines, the approaches are naturally diverse. Historlans would say that
the efforts of achieving greater security are as old as humankind. Humankind as a part
_.of the nature during its long struggle for survival has always been in an insecure posi-
tion Development of societics, while reduced certain threats to security, added
“man-made” sources of insecurity to the existing ones.

In the more recent history of humankind the issue of security has been tied closely
to external dangers and especially to the issues of war and peace. Increasingly sophi- -
sticated weapons were developed, walls and towers, fortresses, defence hines were
built under the justification of achieving greater security by the given community,
a clan, 4 tribe, a city or a country. The norms of international law were also tied to
national security issues. While the concept of achieving security was a defensive one,
under the pretext of security interests, with the slogan “the dead enemy is the best
enemy”, large-scale aggressive wars have been launched which especially during the
last two centuries were extended to other continents. The present arms race is also
fueled by those who initiated it with the ideas that the best instrument of military
security is military superiority.

The Webster’s dictionary defines security as “freedom from risk or danger” or
“freedom from doubt, anxiety, fear”. Trager and Simoniex, two American authors,
define the purpose of the national security policy as “creation of national and interna-
tional political conditions favorable to the protection or extension of vital naticnal
values against existing and potential adversaties”. 1 This definition is in fact JUStlfleO‘
any action against other nations in the interest of national security.

Two other American political scientists L. B. Krause and-J. S. Nys emphasize
that security ubuaﬂyw;nmb.me;e_ﬂwnm_what people realiy
want s the security for the continued enjoyment of a number of different basic values,
They define sucerity as “the absence of acute threats to the minimal acceptable level
of basic values that a people consider essential to its survival” and they identify three
basic clusters of values: welfare, independencs and prestige.?

In the political literature of the socialist countries the concept of security has been
usually defined in relation to external military threat, which was considered as a per-
manent danger since the establishment of the first socialist state. Among the national
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priorities, the defence of national security was a very 1mportant one in all the soc1a11st
countries as a consequence of external pressure.

The notion of security could be widely used and interpreted. Secunty is a multi-.
dimensional category. The dimensions and the levels on which the concept and the
respective policies are based, can be specified as political and military; external and
internal; and economic and socxal

The three dimensions can be identified in four interrelated circles: the security of
the social systems; the security of the countries (or of their regional communities),
the security of individuals; the security of humankind (global security).

Each of these circles represent a different level with different implications, and they
indicate that the security must be dealt with in @ dynamic framework, taking also into
account the interrelations between the different levels and dimensions.

Is the Concept of Security Relevant for the Social Systems?

~ In the present world, political sciences are dealing with the systemic aspects of

international relations as fundamental factors determining the interests and-values.
The systems cannot be easily defined. Therefore, the security of the existing socio-
economic systems must be considered as the interaction of several extremely complex
factors (including the problems of national security) and there is a wide disagreement
about its meaning. When the USSR was the only socialist country, the security
of the socialist system was identical with that of the Soviet Union. The two systems
characterizing the present world order, the socialist and capitalist systems, are first of
all composed of states with different power potentials. While both systems are hetero-
geneous, the countries belonging to them have common characteristics and interests.
Their concrete problems, the tasks of socio-economic developraent, their geo-strategic
position, their specific interests, etc. are not necessarily the same. There can be im-
portant controversies and conflicts between them which may weaken their common
interests in defending their system of common values. Hence the “security of the
economic and social system” cannot be defined and interpreted without the concrete
environment. Factors endangering the security of the given systems can be internal
and external. In the present world, the two aspects are more strongly interrelated.
It is evident, however, that changes in the systems are taking place basically as
changes within countries. Those requirements which are often emphasized by the
socialist countries, that no armed export of revolutions or counterrevolutions should
be carried out and the people of the different countries should decide about the system
in which they want to live, correspond to this reallty, and it does not exclude the
peaceful competltlon between the two systems. It is therefore not a static approach
to inter-systemic relations. ,
The countries of the two different systems have not only contrastlng but also
common interests, especially in maintaining global peace and in avoiding global
political and economic chaos. There are also common interests in economic, scientific
and cultural cooperation. It is often questioned by the protagonists of the two systems

_to what extent cooperation is in harmony with the security interests of the respective

systems. Those who deny it are not taking into account the political and military

- realities of the present world and disregard the global problems, and the security

interests of humankind.
The ideas of peaceful coexistence between the countries of the two systems which
were put forward by the Soviet Union from the very beginning of her existence are




representing today important principle to guide the relations among more than 160
states of different peoples, languages, cultures, customs, ideologies, political institu-
tions and socio-economic systems. The concept is not a passive one but presupposes
competition as well as active cooperation, understanding and confidence among all
states on the basis of equality and mutual benefits.

Security of States

The political and military dimension of security are vital factors on national and
regional level with important implications for the individuals and for global security
185ues.

The nation state is, and will ren{am in the foreseeable future, the principal political
actor in world affairs. There are more than 160 states in the present world. They are
divided by many important factors, which are sources of confrontation and conflicts,
which may endanger their present and future development. There are of course
countries which have similar or identical interests which comprise the foundations for
alliances.

There are of course great dlﬂ‘erences among countries concerning the possxbllztxes
of implementing pohcxes aiming at maintaining their national security. It is correct
to state that the security of the Soviet Union cannot be interpreted without taking
into account the problems, interests and policies of the United States and vice versa.
The changing security position of one global power is automatically influencing the
security of the other. The security interests and problems of the two global powers
are of course broader than their murual adversary partnership relations.

In the present world system, the security interest of the developing countries are
determined by special factors. In the literature the basic source of insecurity of these
countrigs is often limited to the consequences of underdevelopment and dependence.
In practice, however, a number of other factors are also playing a substantial role,
like territorial disputes stemming from the arbitrarily drawn colonial borders, in-
ternal conflicts resulting from competing ethnic, religious and tribal forces, de-
stabilizing policies of external powers by propaganda, covert or open military oper-
atwons,

The security of smaller states is often tied to alliance systems and to such guar-
antees as the UN Charter or other factors which determine the nature and norms of
interstate relations. Militarily they cannot defend themselves if they are exposed to
military interventions especially when they are located in a strategic area claimed by
an aggressive great power. The international community has a special responsibility
n helping to maintain their integrity and secure their existence. :

Military power is playing and will continue to play for some time an important
role in the national efforts to achieve and maintain national security. Debates about
interrelations between military equilibrium and national security or the possibilities
of developing military balance of defensive nature are reflecting however that in the
present world there are important problems with the traditional concepts. Under the
present condition of nuclear and other mass destructive weapons, the role of military
power as an effective instrument of national security policies is questioned by many
experts. There are views which state that the use of military power in the present
world has historically unprecedented limitations. This does not mean that it has
become useless but as a result of the existence of mass destructive weapons, rela-
tionships between politics and military power have changed fundamentally. The size
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and possible consequences of military operations have undermined their usefulness
In pursuing national security goals. The perspectives of the nuclear winter md]cate
the possible outcome of even a “limited” nuclear war.

There are other views which indicate that especially as a result of some recent
changes in international life, military interventionism has made a remarkable re-
covery and states might bcgm to behave in ways that are very much more brutal
than what we experienced in the recent decades.3

In fact, the use of force did not disappear from the international relations as a
policy instrument. During the years which followed the second world war there
were more than 100 “small wars”. The direct use of force as an instrument to main-
tain or achieve goals of national security in the present world system is much more
dangerous and counter-productive than during the previous parts of the 20th cen-
tury.

The fact that in a divided world of two contrastmg social systems the different
regional or local conflicts may indirectly and sometimes directly involve the two
global powers, which have the capacity to destroy each other and eliminate all human
or even biological hife from this globe, the local and regional security problems with
the security of the globe, with the issue of survival of humankind. This is a funda-
mental factor in Hmiting the use of force and the extension of conflicts.

In the absence of firm international agreements on disarmament in an era when
I certain countries there are strong political and economic interests tied to the arms
race, 1t is the balance of power which brings a certain level of stability into the sys-
tem. The military equilibrium for example, which was achieved between the Soviet
Union and the United States in the second half of the 1960s played an important
role in the détente process and in achieving agreements on arms limitation.

National security goals conld have been and can be achieved in a framewdrk of
mutual arms reduction as well. This would still permit the countries to maintain
military power, but on a much lower level than it was suggested for example by the
first and second special session of the UN General Assembly on disarmament.

The Socio-Economic Factors

National political and military security concepts included always a very important
economic component: the economic potential of a given country to maintain its
defence capabilities. The significance of the economic component of military security
was different in peaceful periods, when national resources could be supplemented by
external sources, from that of the period of war, when countries had to rely com-
pletely or predominantly on their national resources. The greater economic potential
of the allied forces in World War II was an important factor-in their victory. Eco-
nomic potential inchudes human resources, technological levels, organizational capa-
bilities, the size and structure of industry and agriculture, the performance of the
1nfrastructu:e and the natural resource endowment. Economic vulncrablhty is an -
important military liability of a country.

The importance of economic security as an independent dimension of overall se-
curity has substantially increased in the present world system.

National economic stability in a modern socio-economic structure depends greatly
on the economic performance and security of the individuals. The struggle of the
individuals to increase their security within the countries tied the problems of in-
dividual security to national policies of welfare, education, health, etc. National
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social and economic institutions became basic instruments to achieve those goals and
thus the security of the individuals became a highly politicized issue within the coun-
tries, influencing directly such important aspects of the economic life as income
distribution and redistribution, efficiency, and state intervention.

In the framework of the UN a set of legally binding instruments of safeguarding
the security of the individuals were also adopted: the Declaration of Human Rights
and the two Coverants on Human Rights and the convention on the prevention of
genocide. Through these measures the problems of the security of individuals became
more politicized and the large-scale violation of the above prowsxons may jeopardize
international security and cooperation.

The importance of international economic relations for the existence and survival
for the great majority of the countries of today, made the issues of economic secu-
- rity a vital component of national security. The economic security of the individuals

and of the countries in which they live ar strongly linked. The less developed the
countries are, the greater is their insecurity through their international economic
relations. Weak bargaining power, dependence from one or two raw materials in
their exports and on a whole range of goods in their imports, exposition to the
fluctuations of the world market and to the policies of more developed countries
are some of the important sources of their insecurity. Interdependence, which is the
result of increasing internationalization of production, consumption, finance and
technology is also an important element of economic security. Even in the case of
‘the developed Western countries, in the bilateral relations with their partners, some
important issues related to national economic security are emerging. Canada resisted
to strong dependence on the U.S. on the basis of fear for loosing natiopal identity.
The *American Challengc” in Europe during the sixties represented another source

of fear. ‘

Protectionism and other restrictive measures are often justified by the defence of
nauonal economic security. Sometimes they are the first reaction (or only reaction)
of countries to adverse external changes. They want to avoid the costs of necessary
adjustments this way. The recent experiences of certain countries proved that efforts
to maximize national economic security through protectionism and other restrictive
measures is counter-productive in an interdependent international structure.

Several authors find the roots of the increasing importance of the progress of in-
ternational interdependence. Interdependence, as a more developed stage of inter-
nationalization of the economic, technological and institutional life of the countries,
from the point of view of an individual country, is certainly a source of insecurities,

- at the same time, under certain conditions, it can increase the security of all nations,
Interstate economic relations could be based on a community of interests and could
develop simultaneously with the system of political interests. The relations between
states as a result of interdependence may become more stable. In the present inter-
national system however, the process of interdependence is expanding in a frame-
work full of inequalities and conflicts of different nature. Transnational corporations
which often disregard national economic interests and policies are one of the sources
of the problems for many countries. Interdependence 1s a highly asymmetrical process
in the international system even in those cases, where the mutuality of dependence
1s apparent. Different intensity and forms of unilateral dependencies are keeping the
majority of the countries in a subordinated position, while a handful industrially
developed countries can influence their international economic environment.

In a world of 170 countries, on varying level of development, endowed differently
with natural resources, of different size and power, when the system of international -




cooperation is not strong enough and it cannot defend the countries from external
shocks to the degree required today, the tasks of reducing vulnerability in the sphere
of economic life and to increase economic security became very important national
goals, It is also a new phenomenon that in the present world system, national eco-

“nomic security cannot be achieved or maintained by individual actions. Regional
and global framework of cooperation is required increasingly. The growth of inter-
dependence therefore links national economic security interests and efforts with re-
gional and global security issues.

The scientific and technological transformation which is taking place in the late
20th century is also a vital issue for national economic security. It is creating new
challenges for all countries and, at the same time, contributes to growing inequalities.
Technological power is concentrated to a handful industrial countries and to their
transnational corporations. The rapid relative obsolescence of the existing capital
stock, the differences in the capabilities to introduce the latest achievements of
technology, the requirements for faster adjustment to the changes became especially
difficult problems for the smaller countries and for the developing world. The position
of many countries deteriorated as a result of the above problems. The double nature

of certain new technologies (civilian and military use) connects techno—economic‘

security issues with those of military security.

- The politicization of international economic issues in the divided world of ours
and the more frequent use of economic leverages to achieve political goals represent
another economic dimension of national security. The use of economic warfare
against adversaries 1s not a new phenomenon. There is a long history of boycotts
and embargoes against hostile states. In the present world system, however, there
are important new aspects of economic warfare. First of all, international economic
relations became more significant for the progress of all the countries of world
and the majority of the countries could not survive without them. Secondly, economic
warfare is uged today also in peaceful periods. Economic blockade, embargo (general
or selective), discrimination, export or import restrictions of different nature, denial
of credits or sudden suspension of new loans to indebted countries, denial of know-
how, expertise and-technology, creating deliberate economic difficulties by sabotage
or other destabilizing measures (including propaganda) creating dependence on
foreign assistance and suddenly suspending its, provision etc. represent some examples
of such policies applied in the 20th century. During the past several decades the
“food weapon”, the “oil weapon” and “technology weapon™ were used especially
heavily for non-economic purposes.

Countries which are more vulnerable and those which were more exposed to the
use of economic warfare had to pay greater attention to these aspects of economic
security in their national economic policies and international cooperation regimes,
It was understood that the use of economic warfare can be effective only in certamn
conditions: when the dependence is too great from one source of supply or from one

market, when there are no alternative sources or partners which could replace

existing ones or when the attacked country is poor, disorganized and there is
already a high popular domestic discontent. The CMEA countries, for example, had
to face since 1948-1949 the consequences of discriminative measures, embargo policies
and other actions and had to conceive ways and means to defend themselves from
economic warfare measures by starting or increasing their output, by developing
their regional cooperation or by looking for alternative sources of supplies. -

A whole range of measures were introduced in the energy economy of the Western
industrial countries after the oil shock in the early 1970s. There are other recent
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examples indicating that on the longer term the use of economic weapons proved to
be counter-productive for those who initiated them.

The use of economic warfare to undermine national security of any country in an
interdependent world has at the same time important global implications. It is
weakening the whole system of international economic relations. International
economic cooperation on a global scale requires a certain level of stability. Countries
which use the instruments of economic warfare are not considered as stable partners.
The rational global allocation of resources is also distorted. Global economic in-
stitutions for international cooperation will not be developed or they will not be able
to work efficiently.

The Security Interests of Humankind: The Global Dimension /
The issues of security in this paper were raised so far in the level of the systems and
states (and within them, of the individuals).

There was however not one single area of national security which could have been
dealt with in an isolated framework, as the security of the individuals, the security
of humankind represent three mterrelated circles. In the present and even more in

-the future world system the linkages are getting stronger The ideas that security is
-pnmarily as issue of national military power or economic strength are challenged by
the environment and conditions in which the individual states have to exist. The
countries are and will have to live in a world in which:
— in their efforts to increase their national security they are facing problems beyond
their direct control, such as the threat caused by the nuclear arms race, by the
'deterioration of the natural environment, the increase of the populatlon of the
globe, etc.;

— the unrestramed pursmt of policies by certain states justified by their perceived
naliopal security interests are mcreasmgly undermining the security interests
of humankind as a whole;

— due to the increased interactions of different states in the present and future
world system, which is full of existing and potential tensions and is divided by
ideologies, economic interests and military alliances are tied together through
many channels, actions of even small countries can have great regional or even
global consequences thus jeopardizing global peace.

The security interests of humankind may be divided into two components. One
of them is the biological survival. Factors which are endangering the biological
survival of humankind represent a common danger.

The other component is connected with the future progress: the increase of the
population of the world is taking place amidst an unprecedented mixture of new
dangers and opportunities connected with the new scientific and technological re-
volution and the abilities of the countries to organize their future life consciously.
The dangers are rooted in the use of the new technology for military purposes. They
are also connected with the potentially adverse consequences of the technological
and economic development on the environment, including the possible dangers of
genetical engineering. Technological transformation, however, offers new instruments
for humankind to overcome most of the problems which caused so much misery
and suffering during the long process of human existence. This double potential of
technology is one of the greatest challenges to global security in the late 20th century
and beyond.
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The common interests in human survival were increasingly recognized in recent
years by many distinguished personalities, scholars, political figures, and these ideas
were also reflected in the documents of international intergovernmental organiza-
tions. Some documents of the Club of Rome, like The Limits to Growth or Mankind
at the Turning Point® reflected a partial recognition of the common dangers by drawing
attention to some of the global problems, such as the implications of the increases
in world population and technological development on environmental degradation,
the exhaustion of resources, food supplies, etc.

Other documents like the reports of the Brandt Commission drew the attention to
the global economic and political implications and adverse consequences of the great
international inequalities and of the forms and norms of economic relations based
on them.?

They emphasized, ﬁnter alia, the upequal 1mpact of the world crisis which was
hitting all countries, but with particular severity those which were already facing
long-term problems of underdevelopment. The global difficulties by retarding devel-
opment have contributed to the increase of poverty and instability. The problems of
developing countries in turn, throngh balance-of-payments and trade difficulties, had
an adverse effect on the more developed part of the world.

‘The ideas of common security interest in stopping the arms race and in human
survival were put forward by the report of the Independent Commission on Dis-
armament and Security Issues (Palme Commission).® :

The Report of the Palme Commission began with the premise that dangers to
security, the conventional and nuclear arms race, resource shortages, environmental
degradation, underdevelopment are threats that all pations have increasingly in
common and that solutions should therefore be sought jointly. Security lies in the
willingness of nations to organize their security policies in cooperation with others.
Common security as a concept, in the Report was based on two assumptions: inter-
national means of achieving security must be preferred above national means and
instruments which are peaceful must be used instead of force or the threat to use
force. Common security therefore could be the beginning of a positive process
which would eventually lead to peace and disarmament, to a safe international

~order without nuclear weapons and to peace and security which would be maintained
at lower level of conventional arms. National and international resources could be
used for a berter life.

The Report correctly states:

In view of the current global distribution of economic resources and technological potential, to say
nothing of military capabilities, implementation of a worldwide policy of common security must
begin with relations between the United States and the Soviet Union and between the two major
alliances, NATO and the Warsaw Pact, But the developing world is neither immune to the conse-
quences of East-West conflict nor is it without fault as a contributor to the risk of war. Increasingly,
political tenszons between East and West affect the developing world, aggravatlng conflicts between

local nations in particular regions.? '

The growing interrelations between national and global security issues require
new approach to national security policies and to international cooperation.

It is necessary, first of all, to deal with the concept of security in a comprehbeasive
way, to understand all the implications of interrelations between the different aspects
of security. This includes the better understanding and appreciation of the security
problems and interests of other countries, the acceptance of the important nations,
which derive from the words and the spirit of the UN Charter, that all nations have



a legitimate right to security, that military force is not a legitimate instrument for
resolving international disputes, that restraint is necessary in pursuing national
polities in an interdependent world, that neither military superiority, nor military
means in general, offer the right answer to security concerns.

As the second element of the new approach, while understanding the comprehen-
sive, multidimensional nature of security issues, special priorities must be given to
the resolution of problems which are endangering the very survival of humankind.
The qualitative and quantitative development of the nuclear arms race especially
between the two leading nuclear powers represent the most serious danger to world
peace and human survival at this stage. Policies which are léading to the further
intensification of this process must be stopped and reversed. It is the reduction or
elimination of the most serious dangers to human security, which could pave the
road towards the resolution of all the other serious military, political and economic
issues of global security through the relaxation of tensions, increasing confidence,
promoting international cooperation in other areas and releasing resources for the
“satisfaction of other human needs.

As a third important element in a comprehensive approach on global level, one
must understand the great diversity of security interests of the individual countries
and groups of countries. Witliout understanding these diversities, no global com-
promises will be possible. The legitimate security interests of the two global powers
represent -an extremely important set of issues within the overall context. The under-
standing and reconciliation of the political, military and economic security interests
of the individual countries and their global interrelations in a comprebensive frame-
work will also be an important condition of creating a. global security system. In
this context, it is very important to understand that any effort by countries or by
their groups to maximize their security in general or in any of the components of
national security at the expense of others or at the expense of another component of
national security is condemned to failure on the long run. On short term basis such
efforts may also create serious problems to all countries.

Fourthly, while global economic security issues in a comprehensive framework
are connected with all the other aspects mentioned so far, they have their own logic
and requirements. In the present structure of global economic relations, the main
actors of the world market are interested to pursue policies which are based on the
special and often dominating position of the stronger countries and on monopolistic
or oligopolistic intérests. In this context, not the global stability and progress but
the security of the main actors, their interests in expansion, profits, in control of
international flows and technology which are in the centre of their efforts. There is
very often a disastrous impact of these efforts on the developing countries. Economic
stagnation or decline is taking place. External economic forces trigger tensions,
create dissatisfaction, protest, often violence against governments not capable to
provide economic relief in a dependent position subordinated to the world market.
The progress towards a new international economic order, which would take the
interests of the weaker countries also into account would also be an important step
towards a greater global economic security.

The necessity of maintaining and strengthening global institutional arrangements
for the increase of global security represent the fifth important group of require-
ments.

The United Nations Organization was established in 1945 as a collective global
security system. According to the Charter, its main purpose is “to maintain inter-
national peace and security” and to that end “to take eflective collective measures
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for the prevention and removal of threats to peace” (UN Charter Chapter I, Ar-
ticle 1).

Security was understood by the founders of the UN in a comprehensive way which
included also the security of individuals. The concept of security was also developed
in a multidimensional framework, since it has included the importance of political
and military as well as of economic security. The souvereign equality of states within
the system implied also that all states, regardless of size, geographic location, social
system or level of development have a legitimate right to security.

While the world organization during 40 years of its existence could not play the
role of a collective security system to the extent which has been envisaged in its
Charter, to effectively deter or counter aggressions, it has still made snbstantial con-
tributions to the maintenance of peace and international security. There was no
world war since 1945 and thus the fundamental promise of the founders has been
fulfilled so far. It is correct to state of course that the danger of a new world war
did not disappear from international life. None of the more than 130 international
armed conflicts which broke out between 1945 and 1985 widened into global or
broader regional wars. This was a substant1a1 achievement n a tense and divided
world.

The UN organization can report achievements in many areas. Important agree-
ments on international military, political, legal issues were concluded within its
framework. Economic and social cooperation was promoted. In the process of de-
colonization the UN proved to be an important actor. It has played a part in the
struggle against the massive violation of human rights, the promotion of the anti-
apartheid struggle, etc. Unfortunately, many common actions aimed at the settle-
ment of urgent global security problems were blocked by the increasing international
tension. It has been proven that any genuine advance in those fields depends on the -
cooperation of the major powers.

‘The institutionalization of the special security interests of great powers within the
UN has been a source of debates in the past decades. Historical experiences proved
‘however that it was a wise step because it took into account the realities of the
world. The consensus proved to be particularly important in major crisis situations
which were mainly influenced by the Soviet-American relations. These relations will
continue to determine the efficiency of the world organization in the handling of
major global political issues also in the future. It is not by chance that the political
groups opposing of Soviet-American défente have always been arch enemies to the
United Nations.

Although the United Nations, particularly in the field of major global mlhtary
security issues, could only take measures which were not vetoed by any of the leading
powers, that is it could not take any step contrary to the interest of any of the five
powers, the organization had a fairly wide range of possibilities in those fields which
were more neutral in the context of confronting global interests or even some com-
mon ground or interest could be developed in their solution. -

As a consequencé of strengthening interdependence which requires a higher level
of economic cooperation in a world of 160 states and of growing inequalities, the
future importance of the United Nations in the struggle for global economic security
is beyond doubt. It remains to be seen whether the world organization will be able
to cope with the difficult conditions, and with the consequences of the asymmetrical -
international interdependence, that is with the enormous differences in the extent
and consequences of dependence for the different states. The mechanisms of this

asymmetrical interdependence are caused by vast inequalities and exacerbate the




- 11 -

-

tensions of international cooperation.. These problems are reflected by difficulties in
the struggle for a new international economic order, both within and outside the
United Nations. The relevant problems have made it obvious that the present system of
international economic conditions cannot be changed by mere declarations and votes,
and the conflicting interests and actions of countries may paralyse genuxne progress
and reduce potentlals of the UN in this important field.

The sixth set of problems is represented by the interrelations between global and
regional security issues. Since the global collective security structure is not strong
and efficient enough, and there are dangerous regional sources of armed conflicts,
the importance of regional approaches to strengthen security will most probable
increase in the future. Regional arrangements or agencies dealing with regional
security, arms limitation and disarmament can make a positive contribution to global
security. The Final Act of Helsinki, for example, represents an important p’tep
towards this direction.

For about 40 years, the main theatre of the Cold War was Europe with the largest
concentration of conventional and nuclear arsenals anywhere on earth. Over one-
third of the men and women in uniform throughout the world are accounted for by
the two European military alliances, NATO and the Warsaw Treaty Organization.
The primary strategic interests of the two major nuclear powers are implicated di-
- rectly in Europe. Moreover, the potential consequences of war in Europe would be
greater than those of conflicts in any other region of the world. Under the circum-
stances, it is not surprising that since the beginning of the Cold War the state of
relations in Europe has been central to the health of the entire international com-
munity.

After a series of crises which began in the immediate post-war years and culminated
in the Berlin Crisis of 1961-1962, Europe has experienced a perlod of détente and
relative stability. Nevertheless as relatlons between the two major powers have again
deteriorated, and as the build-up of nuclear and conventional arms has contmued
cnses and a relatively greater risk of war could once again become facts of life in
Europe. It is therefore urgent to find ways of alleviating the sources of military and
political tension in Europe.

The Conference on Security and Co-operation in Europe in Helsinki, Finland, in
1973 and 1975, and follow-up sessions in Belgrade (1977-1978), Madrid (1980-1983)
and in Stockholm and Helsinki (1984-1985), have demonstrated a versatile and prac-
tical approach to formulating policies designed to enhance regional security. Mea-
sures to reduce military tensions, to increase political dialogue and contacts of peo- .
ples and to facilitate the freer and wider dissemination of information, cooperation
- in economic and scientific fields and promotion of cultural exchange are particularly
conducive to the relaxation of international situation and the promotion of dérente
in the region. The CSCE model may be applicable to other regions. The Final Act
of the Conference on Security and Cooperation in Europe is not a treaty but re-
presents a politically binding commitment among the 35 participating nations to
foster security through wider cooperation and sustained dialogue on European issues.
Countries in various regions and sub-regions of the world may consider convening
periodic or ad hoc conferences, special forums patterned after the European ex-
perience. _

Regional conferences could well support and revitalize existing regional security
structures like to OAU or the OAS. Since participation in regional conference would
have different implications than membership in a formal regional organization, the
conference mechanism might offer the possibility of drawing on wider regional sup-
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port, as the European security conferences have brought together the nations of
Eastern and Western Europe alike.

Regional meetings would not be limited to matters relating exclusively to military
security but could define other non-military aspects of security, including economic
and cultural problems.

As a conclusion, it is necessary to underline that the issues of security are going
to play an increasingly important role.

This paper wanted to indicate that the comprehensive and multidimensional ap-
proach to security is dictated by facts which prove that the different security issues
and structures are increasingly intertwined in a global system. Countries and societies
are bound together by a network of interlinkages, the consequences of which may be
of different nature. They could result in. unprecedented progress but also global
tragedy. In the search for security in an isolated way, countries, human beings may
fall into a trap from which there is no way out in a world of the arms race, of the
increasing degradation of the biospbere under the impact of anarchic technological
development, when there are no viable common programs and plans to deal with
the global socio-economic problems, where the national and international institutions
are weak and unadaptive, in a world of more than 160 countries and almost five
billion people it is the international approach to securlty by joint concerted action
which can secure the future of humankind.

National security policies, especially of those formulated and implemented by the
great ‘powers, must take into account all the interrelated components and implica-
tions at this stage of world development. If the decision-makers of states will still
be thinking in terms of the old and narrow national security categories it will not be
possible to avoid major global crises and conflicts which may push humankind into
a grave catastrophy.

»
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I. IAl — IWE Meeting, Budapest, 30 May - 4 June 1988

The mﬁésﬁon of the Istituto Affari Internazionali (IAL) to
‘Hungary has taken place in the context of the long~established program
of séientifﬁc cooperatipn between IAI and the Institute for the World
Economy (IWE) of the Hungarian Academy of Sciences. During the
Budapest mesting-—see tHe enclosed program and Tist of participants——
several topics have been discussed n the areas cfliﬁternationa1
relations of common interest to thé two Tnstitutes.

The scientific program was divided dnto. four parts: three
discussion sessions and a workshop, the latter devoted to a discussion
on the course of future common Pesearcﬁ. During the three discussﬁbn
sessions the parﬁicipants from both sides bave presented the working
documents which had been prepared in advance, and which are enclosed
wifh this Pebort.

In the first QessiOH, a special emphasis was devoted to b%?ateraW
rilations betwean- Italy and Hungary, even if frequently references
ware made to the role of the two countrieé in  the broader context of
East—West relations. The economic  and security aspects of such
relations received the most attention.

The second session was devoted to an exchange of opinions on the
current political and economic changes in Eastern Eurdpe and in tha
Soviet Union, particularly after the accession to power éf Genera
Secretary Gorbachev -in Moscow. We were fortunate to be in Hungary Jjust
days after the election of Karoly Grosz as the new General Secretary
of the Hungarian United Workers' Party. It Waé a common opinion among

was useful both for the Soviet ecomnomy and for the continuation of the
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economic expariment in Hungary itself, whiéh fhe new leadership seems
firmly determined to pursue. In addition, it is an important pre-
requisite for the improvement of East-West economic relaticons.

The third session was -devoted to problems of arms control and
global security. As for rthe formar, most 'partﬁcﬁpamts from both
parties agreed that the current détente _between the suparpowsrs

present Eurcpeans with a good opportunity  to dmprove their security

relationship. Within that context, Italian scientists tended to

emphasize the need for discussion and agreement - batween the two
military alliances, while some Hungarian countarpaﬁts placed a greater
relative weight on .the findividual efforts of the various countries
concerned .

One topic which received particular attention was expectedly that
of security 1in the Southern region of Europe, to which both countries
balong. The issue of the NATO redeployment of the wing of US F-16
aircraft from Spain to Italy was of.particu1ar interast and,concerﬁ to
some Hungarian participants, while -+t was pointed out that the
redeployment has a mainly political, and not military, significance.

As for the latter, it was agreed that the problems of global
security do not concern solely the realm of mﬁ?itéry affairs, and that
other non—military problems necessitate a common approach from East

and West. Among the wvaricus problems diséussedwwdebt, hunger,

worsening terms of trade for the East, etc.-——both sides found that the

one in which the two countries, and indeed the two po]#tica1 blocs +in

Europe, might most uéefu??y cooperate is that of environmental

problems .

Another aspect which the Hungarian scientists were keen on
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emphasizing was that of Western financial and technological assistance

to the East. Several Hungarians pointed out that this would also

benefit the West, which could profit from relatively inexpenxive and

skilled human resources currently underutilized in the ELast. Some
Italians however remarked that the economic conditicns that'wouid make
such capital and technd?ogy transfer to fhe East attractive still
Targely do 'notr exist, and it remains largely up to the Eastern
partners to create them. For example, in the fieﬁd of Joint-ventures
domiciled in the East--which are seen by mnany as the‘opﬁﬁmaW way for
economic cooperation forr the future--fastern legislation ds still
rathar crude, though some progress has been made toward the
formulation of legal framework which might accomodate the interests of
botrh partners.

Both sides agreed that fhe recent ﬁmprévement of CEE-CMEA
relations is significant, though much work. remains to be dore to
Pranform the political agreement intoc more concrete cooperation
pragrams. In particular, Better trade relations will be. possible in
large measure if the recent trend toward worsening terms of trade for
the East s reversed. Again, this will depend in large meé$ura on how
successful Eastern reforms are goiﬁg to be.

The meeting bas been unanimously considered as a success by all
participants. It has had ‘some echo' N the Hungarian-press, both in
Huhéarian——including in the  official Vparty newspaper—and in the

English 1angpage press (see eclosed articles).

II. Other meetings in Budapest

As gpecified in the dindividual applications by the participants
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to the mission, the IAI deWeQatioh, in addition to the meeting with
the IWE, held scientific meetings with  other institutions.  In
particu1af, dicussions on arms control issues ?ook place between
relevant members éf the 1Al delegation -and members of the Hungarian
Institute for Internaticnal Relations, aﬁd in particular with tHe
Director, Peter Hardi. |

. Finally, several informaT discussions on political matters,
particuiarly on Ita]iaanungarién affairs, were held at the High
School for Politigal Studies of the Hungarian United WDrkeﬁs Party,
and particularly w#th Dr. Josef Pankowits, their spec%aTﬁst on Italian
af%airs.- Under agreement with the Academy of Sciences, the IAI

delegation was hosted at the school throughout the stay in Hungary.

III. Future IAI - IWE Research project

IAI and IWE have agreed to continue both the Joint research
ﬁhojecf and the bilateral exchange of scholars. More specifically, IAI
aad IWE have agreed on the following points. First, a common research
project on the broad subject of "Economic Security and East-West
Relations" will be undertaken on a two-year basis. There will be a
bilateral meeting of participating scholars in Rome around the middle
of 1983, at which nterim reports will be presented and discussed.
Pjna1 reports will be Fpesentéd at a further bilateral meeting-in '
Budapest around the middie of 1940. | |

It is expected that the research project will result in a joint .

- publication in the English Tlanguage. “Pendﬁng adequate funding and

interest, publication in Italjan and Hungarian might also be

considered. It was also agreed that the two institutes will seek to.
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fund the project through the bilateral agreemsnt between the gungaéian
Academy of Sciences and the Italian National Research Council. Formal
submissions are expected during the Fall of this year.‘

Project diﬁéctors will be His Excellency Janos Szita {(former
Hungarian ambassador to Italy) on the IWE s%de and Dr. Marco Carnovale
onlthe IAI side.

Within the contéxt of economic security, the foiTowing specific
fopﬁcs havé been Hdentified: first, East-West technoiogy transfer;

second, ‘conventional arms control; third, fimancial coperation;

- fourth, EEC-CMEA relations; fifth, cooperation in  environmental

' protection. The ~formu1ation'of the ﬁndﬁviduaT papers will be defined

in.the following weeks, +dn consultation with the single authors
concérned.

Both dnstitutes :wﬁ11 research all of thesé five topics, though
each side, and each individual researcher, will be free tor focus dq a
éﬁbstantive aspect of his choice. The final chofée for atl paper

topics will be coordinated by the two project  directors, so as to

ensure a coherent overall effort.



