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PREFACE
This paper serves two functions. It is my attempt, nof:my-first

and probably not my last attempt, to put together some t

how to think about public policy in general'and Europeg;

D_d not reproduce or retransmit
without permission of RAND




SUMMARY

This paper has two purposes:

* To restate the case for adaptive short-run planf for Europe.

* To structure systematically a set of underlgﬁ

whether short or long-run. By examining such factors rafﬁét
than immediate events, it is hope tha

analysis will last more than a mo

The tension between short (What will™b

long-run (where do we want to get in the futu -iteria for policy

iemming from

planning can be illustrated by twg recent examples;

opposite European security.

The of the 1987 treaty on
oposals to allow the
6tiating with the Soviets over
"slippery slope" to full

Europe. AEVOcates of these moves pointed ocut

that in both cdé : : ets would undergo far greater short-run
: ':ﬁtended that the denuclearization
by ‘table.

From the the; »0f the spectrum or security views, the 1990

suggestlons, followir: m.n the East European revolutions of 1989 and

"architecture," 1nc1uding radical changes in the structure

1e-basis of the short-run emphasis is the broad range of
uncertainties about the 1990s in Europe future as seen from the

béginning of the decade. This is very different from that of the Cold
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War years, when the sureness of East/West hostility provided a firm
frame of reference for NATO planning. The sources of uncertainty are

widespread, although many of them are based on the economics of a

continent reconstructing itself. The sources include:

. Changing internaticnal interactions. The role
players in Europe have changed sharpiy from 

pattern.

realm as such.
. Soviet economics. The likelihood
. Other East European economics.
» German econcmics. Th

reconstruction of th
* The European Communit§

uncertain.

Budget constraints.

5. difficulties in playing European politics.
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As long as this list is, the overall problems of unpredictability
and long-run planning are compounded even further by the fact that each
of the uncertainties interacts with the others on a time scale on which

changes in one can change the range of possibilities for othez perhaps

radically. Economic problems can lead to election results tidf can lead
to changes in security structure, for example
The implications for military planners of these X les are

substantial. They suggest a continuing need for NATO and fox:l

troops and nuclear weapons in Europe, as a political/military hedge.

ilitary functions are

against the uncertain future, but such pelitig
difficult to use as bases for specific forci s :or postures. The old

rationale for the Alliance military post ::gét of a Warsaw Pact

conventional attack overwhelming Westernﬁkugpg § clearly dead. What

is needed now is a new rationale that can ser th'as a concrete bhasis

er/taxpayer support

for the necessary expenditur bstantial aithough much lower

than during the earlier years: o
One possible rationale would:hé based ‘on“a continued but much

attenuated threat of purposeful 5o (or Russian) attack to.the West.

tary planning and may still be

It is concrete enough. -1 structure i

plausible encugh 1 public sﬁipgrt for at least a few years. The
s reinforcability of NATO forces, mobility,
-Eﬁérrence. It could utilize integrated
'”;}ﬁative rationale would be based on the

with a purposeful Soviet/Russian attack far

rovides planners with little basis for estimating force

ure requirements. In addition, this rationale could

intefﬁféted differently by different nations. Because the uncertainty

rationale would be closer te the real reasons for continuation of the
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- vii -

Alliance and the U.S. troop presemce, however, it might be believed by
American and other publics for a longer period of time.

The more general conclusions are based on three precepts

which stems from the central need for prudence in the face o
uncertainty. Prudence is not identical to conservatism: & ictionary
definition centers is "the ability to govern and discig

the use of reason." The three are:

sfully functioning

organizations, NATO and EC, while gg;éful

purposeful aggressiom 3 these; and from "out-
of-area.”" The hedges I pxgvide another major reason

ATO. Much lesser dangers may

political péwe

C e

ct to avoid that which without action would be certain and

serous. The action called for is far from conservative.
al danger to Europe (and the world) is the collapse of
< oviet Union, or of a Russian succssor state, and the
sequent security risk of still-major conventional and
iiclear power not completely under control. The most serious

"threats are ethnic/nationalistic, about which the West can do

little, and economic collapse, with which perhaps we can help.

Such help does not necessarily imply personal support for

Do not reproduce or retransmit
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Gorbachev; it does suggest assistance for his government or a

successor regime in building a coherent economy and thus a-

stable polity.

the cost of taking our eyes off the horizon.
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OF TIME AND ECONOMICS:
THINKING ABOUT EUROPEAN SECURITY IN THE 1990s

Men having often abandoned what was visible for the sgke of
what was uncertain, have not got what they expected -arid. have
lost what they had.

--Demetrius Phalereus, quoted b

It is certain because it is impossible.
-Tertullian

united effort.

--Edward Gibbon, The Decline and Fg pflggg Roman Empire!

The third century Anno Domino bears som arity to the end of
the twentieth. .
In a recent RAND Note, David,

chmanek and I presented a "transition

strategy” for United States seg 61 cy,ln a rapidly changing

Europe.2 The central theme wa&_fga “uncertainties

consequent upon the breakup of mpire and the reunification

of Germany should lead to a focus ‘ting through the short-run

: rather than trying to design

[

transition to a long-run- steadier §h,

the long run now.

This paperﬁ.

x adaptive short-run planning for Europe,
in a waﬁx ‘ osely tied than was the earlier study to

and to the concept of a definable transition

E?ucture systematicaily a set of underlying factors that
ﬁ be considered in ali'planning for European security and

lity, whether short or long run. By examining such

dh ¥d Gibbon, The Decline and Fall of the Roman Empire, Modern
New York, Undated Vol. I, p.203.

2Robert A, Levine and David A. Ochmanek, Toward a Stable Transition
Iin Europe: A Conservativef/Activist Strategy for the United States, RAND
Corporation Note N-3106-AF, May 1990.
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factors rather than immediate events, it is hoped that its

utility as policy analysis will last more than a month or two.
The failure of the world to hold still for analysis has been a
chronic problem since at least 1987; in the fall of 1989 it

turned acute.
The "long run" and the "short run" are of cours et time

other; rather, the long run is made up of a serles of short run

ih criteria for settlng

can one shift back and forth from long to sh

and eﬁaluating policy. Rather, policy always’depends on a mix of

ed - <(Wher do we want to get

considerations, both long-run "goal-ofig
at some future point?) and short-run (Wha the immediate effect

of a proposed measure?) The operational ques What should be the

relative weight of the two sort factors in an

16en set of

decisions at any given time?

"steady state.’ ' ‘helming constant in the earlier steady state
was the know ; &¥ Union was the

adversary/oppa S6¥iet hostility was sometimes aggressive,

sometimes defensi imes opportunistiec, but 1t was always

dangerous. Now the cofistant has become a very uncertaln variable. We

‘.-‘-.

and even believe that the steady state of the future will be

file than that of the 1950s, 60s, and 70s, but getting from
ay present many new dangers. .

the short-run uncertainties suggests, however, that the

riented criteria can be dropped completely from the calculus, or
h"considerations have no bearing on immediate effects. It is
for .example, that a "vision" of the future can play an important

role in providing the political impetus for movement in the present.

Do not reproduce or retransmit
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to direct or interfere with important shot.

This turns a long-run consideration into a short-run impetus; but such a

vision, while not trivial, is only one factor among many, and cannot

outweigh more concrete and immediate policy imperatives. Indeed, while

Y& conseglenices.
The short-run/long-run distinction is an abstract one. Giv

policy will alﬁays be based on a mix of the tw

cases illustrate the peint:

measures would be first steps doWt slippery slope" to full

denuclearization of West Europe.

ion of future security "architectures" for Europe frequently turn
to the Conference on Security and Cooperation in Europe (CSCE), a forum

including all West and East European nations except Albania, and also

Do not reproduce or retransmit
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the United States and Canada. That CSCE should be transformed from a
forum to an institution with a current function of helping resolve intra-
European issues and a hope for some day becoming the European security
structure--an effective continental version of the UN--is a patﬁer of

. - :
general consensus. But to anticipate this new architecture:by.breaking

down the current NATO-based security architecture of We urcpe on
the basis of such an anticipation, or to chaﬁge NATO '

defined "political" institution by doing away with 1% quite

military structure, as has been suggested by some, would lead t
premature demise of the bird in hand that has iR laying golden eggs
for forty years.

Finally, the August 1990 Iraqi agg ist Kuwait has led to
a4 new set of short-run/long-run issues. é . tans--indeed, few
people anywhere in the weorld, as judged by the: ik :1:-%5 against

jthout it, the

immediate future seemed likel; 1de. further aggr2551on in the

Persian Gulf and control by fn ht world's oil supply.
But, locking beyend such immedia Issinger wrote, ~two and a
half weeks into the crisis: .

Rt

has raised not only the prospects of
but? itakes of defeat. The United States has
passed aJe I ﬁrn. It is thus crucial to assess

considerations, usually on the doom side. An different emphasis-~on

ild suggest that defining "success and failure" at the
he crisis might commit us far too soon to goals we might

fer to redefine as events developed. That could force us to

*Henry A. Kissinger, "U.S. Has Crossed Its Mideast Rubicon--and
Cannot Afford to Lose," Los Angeles Times, August 19, 1990, p.Ml.
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devote our power and prestige to achievement of symbols that would have
been meaningless had it not been for our premature commitment.

What each of the examples comes to is that the temptation to look
to the fearful or happy future can interfere with what is n "-'é.;‘._f'ary in

the concrete present. At a time of rapid and radical chafx this can

be quite dangerous.

The next section of this paper takes up the sou? o5 oL

uncertainties that make long-run prediction a particuiérly difficn

Budget constraints.

: raphy, particularly the demography of immigration and

: population movement. '

ialectic of rapid change, which is much more difficult to
ict than the slowly moving changes of the Cold War.

e difficult dynamics of transitions from one relatively

‘steady state to another.
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¢ The reassertion of nationalism.

* The growing impact and unpredictability of "out of area"
events.,

¢ The effects on security of open elections, East as g‘l}‘as

West.

» U.S. difficulties in playing European politics.

As long as this list is, the overall problems o¥iufipreds

and long-run planning are compounded even further by the fact fha:

of the uncertainties interacts with the othersios a time scale on which

The last two sections of the paper then ex

implications of current chan ipounded uncertainty. The next to

are adduced. Th
'conservatism; gﬁ me forms of conservatism, but the dictionary
: 150-4include active policy where that is

et

UNCERTAINTIES

Changing ternational Interactions

_provides a simple representation, prepared for a
ok®, of the way issues and decisions flowed through the
3¢ Alliance until 198%. Few major changes were initiated

ATO; rather, as befits an alliance intended for the primary

Robert A. Levine, "Introduction" in Robert A. Levine (ed.),
Transition and Turmoil in the Atlantic Alliance, {rane and Russak, New
York, 1991.
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mportance as well as geography, particularly

.:"?’,—
as German.economic and military strength grew through the 1960s, '70s,

sins and defeats. The new West German assertiveness was manifest

particularly in the fierce NATO debate over the siting of Short-Range
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Nuclear Forces (SNF), particularly the Follow-on to Lance (FOTL)
missile, in the FRG. The U.S. and Britain wanted FOTL; the West Germans
did not, and did want SNF negotiations with the Soviets; President Bush

crafted a compromise putting the issue off until the end of the

negotiations on Conventional Forces in Europe (CFE).
disappeared in the wake of the revolutions and the moves t German
unification in late-1989 and '90; in fact, the issue ha ‘
long before that, and the new missile system never woill

deployed.

In any case, revolutions and reunification ‘aﬁged the map of

Europeén decisionmaking. Rather than the d%r nal arrows of Figure
1, by 1989, European decisions could be betf {1 ﬁ*by Figure 2: as
a Soviet/German/American triangle plus one enting everything
else, with arrows in various directions. The cty; 989 decisions, in
the 2 + 4 talks between the two Germanys and the fbh;:ﬂgrld War II

victors, in the CFE negotiation t. important, in the constant

round of one-on-one meetings am  :West German,. and Soviet

Foreign Ministers, had to do with etween the security

- E: '!'—

L
.' Germany
Everything
' Else

Fig. 2--Flow of Issues through NATO, late 1989 - ?
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concerns of a newly-unified Germany and those of the Soviet Union, with
the United States playing a major role in the balancing process. The

other European nations, even France and Britain, the other members of 2

+ &,
The complexity of these issues, and their changing
illustrated by contrasting three general points of vi

dominate the debate in the spring of 1990, but which:,y summgy-had been

made obsolete by events. Such constant change is a new phenoméndiin

NATO, stemming from the loss of the Alliance'sffixed anchor, Soviet

hostility. The three viewpoints were

1. A German-centered view, paradoﬁ nger among Americans
than Germans, that German needs for'’sd and for treatment
as a full non-singularized independent ¥éignty, implied

departure of Soviet ;g@ )2k 1 eastern Germany, without any

German rights to decide™ ,i} alliance memberships and force

sizes. The proponents of: 3 view contended that invidious

' w?b Kohl/Gorbachev agreement caused
absolﬁfe} ch bitterness in Germany or anywhere else,
2. A Soviet-cémtered view, held officially by the Soviets and

unofficiallylﬁy some Germans and Americans, that European

ility depended upon satisfaction of the Soviets' felt needs
ecurity, and that these needs included some continuing
‘ations on Germany, particularly with regard to alliance
fmbership. But once Gorbachev had gotten through the July
1950 Communist Party Congress, he had little difficulty
"agreeing with Chancellor Kohl on the Western solution, full

German membership in the Atlantic Alliance.
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3. A "compromise" between 1 and 2, acceptable to some Germans,
which it was feared in the West might be agreed to by many more

were the Soviets to step up the pressure: "Neutralization" of

Germany by getting the Germans out of NATO and the *A{icans
out of Germany. But by July 1990, the Soviets demangéa no such

price.

These viewpoints are not set forth here in orde¥

“fo eval heir

prognoses or prescriptions, but rather to illustzate the unsteadlrﬂ‘:

and volatility of both. The debate was hot, ghé&’iWorries deep, and the

warningslof long-run disaster emanating f:P.:£¢ sides were dire. And
the simple common sense of the Kohl/Gorb : gﬁt--removal from
Germany of Soviet troops that would inevital = been withdrawn
anyhow for political and economic reasons, wiIH%u' duction of German
forces to levels that would have been arrived af" ryhow for budgetary

reasons, and freedom for the ain in the North Atlantic

move along to the next set of sho¥ issues and the next-set of dire
long-run warnings.

Even these

The central three-nation triangle

"everyone else' box is neither empty

“of the triangle. Perhaps they will--reality lies in the

but not necessarily so.
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In any case, the detail of national viewpoints, in or ocut of the
triangle, is not important for this analysis, nor is the fact that they

are "ideal types" with many views in between. These are all mid-1990

snapshots illustrating the changing relationships among th .

sovereignties determining the fufure of Europe. Predict
substantial further change will take place in the next
The central point here is that these shiftiné intern
relationships, none of which are controllable by a siﬁéle suﬁer-

sovereignty d1ctat1ng solutions. as would a nat&bnal CONnsensus or

human life and activity. Eco dominate politics because

people and nations tend to fol.gw the condmic interests as they see
them. Their perceptions about wh griomic measures are in their

interest may be wrong (many economiSt ordlnarlly think they know

better, which may -not be trued’ ' but their economic perceptions

almost always g\' fpolltlcal and policy views. And perhaps even
more importan o e T ses stringent constraints on what can be
It provides many examples

of the Roman's F ; ning‘quoted at the start of this paper: "It is

gslovakia and the demonstrations in the cities--were motivated
by the“desire for freedom as well as for western standards of living,
and nobody can say what the balance was between the two. And equally

certainly, the West German reaction had a large element of ethnic
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fraternalism and fulfillment of forty years of dreams. Even so, the
initial migration from the East, and much more the mass movement after
the Wall had opened, were very heavily econcmically motivated, and the

confused pace of the FRG reaction even more so. Chancellor th}'s

initial three-stage plan for reunification was based on the'ﬁéﬁé for
political unification to keep slow pace with economic r

and the Federal Republic's conversion to rapid reuni

-

and its real costs. The Christian Democrati

1990 GDR elections was based at least in pa

considerations, will then determzne o

A e

et

urity politics not_only in

v

Economics is likely to domi

Germany but in the other major nati playing in the European game.

ubstantial redirection. In Britain, a Labour
‘eXhaustion of Mrs. Thatcher's economic

policies woul 2ly tovinitiate rather different security policies,

although far les: gdifal than those that helped Labour lose the 1987

election. In the Sow Union, continued economic deterioration could

lgad

in;almost any direction, as discussed in the next section.

onomic prospects provide the single most crucial

< for Europe's security future. The likely course of the

security are unpredictable and frightening.
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Put in terms that are harsh but not exaggerated: in Gorbachev's
first five years, the Soviet economy has gotten steadily worse; it shows
no signs whatever of taking any turn for the better; the plans set forth

by the Soviet government show no promise of improving the sfﬁﬁéiion; the

resistance to such plans, or any radical plans, makes the

difficult; were they adopted, the apparst is likely te

a
master pelitician, however--t
some experts argue the opposit
no master economist, nor is it c :f any master economist could
work his way through ?Pe above obs This has a number of direct-

implications for E safsecurity. ‘

First, the.s & ief, held b& Soviets and others, that the

Soviet Union mﬁ§£ fedu l"ii;xary_establishment in order to free up
resocurces for . ec¢opiomy is misleading at best. The Soviets are

clearly not ready bsorb ;hd utilize the manpower that would be
released by major fcao gductions; that this must slow down Soviet
withdrawal from East Géfmany has been recognized by the Germans who are

e to finance infrastructure within the Soviet Union for

yps. Such financing, however, will not improve the
for;sabsorption of the troops into a productive civil economy,
ere could lead to a class of underemployed and dissatisfied

fficers as in the Weimar Republic. Prospects for turning

sSée, for example, Jeremy R. Azrael, Restructuring and the
Polarization of Soviet Politics, RAND Corporation Note N-3143-A, June
1990.
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military industry to civilian production may be brighter, but the
failures of such a turnaround even in presumably more flexible U.S.
defense industry do not augur well for the Soviets.

Second, in whatever direction the uncertain Soviet futurt

. lies,

back to Brezhnev {(or Stalin) is the least likely of possib"ii ies.

Internally, even if the Soviets were to return to totalif mism, as is

economy. This does not mean that we need no long
a nuclear superpower and it
may retain large conventional

-

without the rest of the Warsaw Back
|
|
|

past with a rg@d
final poinpzégdﬁt So
for a deteriot; 6 support a stable polity for a time period
lasting at ieast e indefinite point at which the Soviet economy

turns around.

war as”in Russia from 1917-21, or a set of feudal warlords as in China

before Chiang Kai-Chek finally conguered the others in the 1930s7?°¢
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Whichever it is, however, it will possess a lot of at least latent
military power, including world-destroying quantities of nuclear

megatonnage.

The bottom line on Soviet economics is that failure ¢ : close to

being certain because reconstruction is close to impossi

Other East European Economics

Much that has been said about the Sovi

chaos:in.a power with the size and armament of the Soviet Union. The

»E-¥ugoslavia or a war between Hungary and Romania would be

isuggests substantial near-term peossibilities for a civil
T£61¥ on the grounds of current political failures. The economic
ere is that whether or not such a war breaks out in the near
termj:a“continuously deteriorating economy will continue to throw up
such possibilities into the indefinite future. Indeed, since civil war
does not provide the answer to many economic problems, Azrael's civil
war if it takes place could be just the first.
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or why it would spread to Western Europe or, under current conditions,
to the Soviet Union. The obvious exception here is East Germany, which

is taken up next.

In any case however, instability in the non-German non-Soyiet East,

ltimately extending at
least to the borders of the Soviet Union. The Isions presume the
success of democratic capitalism in the Eas and as

indicated, it is a long way from here tQ;;

German Economics

nstruct the economy of an

d:will do so. But at what cost to

problem may be me oughly in terms of elapsed time. The Marshall
Plan for western Eufbpg. ucceeded over a few years in undoing five years

f war and Nazi occupation, during which most of the old

‘en; Soviet reconstruction must overcome seventy years;

well as other East European, forty-five.

this,ua”fraternal partnership apparently willing to do what is

necessary, ''at whatever cost." But the costs will be real and high, and
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they are easy to underestimate. The difficulties consequent upon the
July 1990 monetary union, bringing the deutschemark to East Germany at

1:1 and 1:2 exchange rates for the ostmark--both of which were grossly

out of line with the real relative values--provide only an .
probably mild indicator of the problems.

On the real economic level, what must be done for he East

German economy is, quite simply, to replace it: repldg thelgublic

wants; reconstruct the agricultural system

standards; redo the entire ownership and |

additional sweetening for the Soviets, for politiyj

can be done and almost surely but how' long it will take,

how much it will cost, and wh
The costs, although not c'u “ﬁig_ y likely and likely high.

It is sometimes contended that, creating problems, the

opportunities. And: {t:does in omnei.Sense: here is a substantial

potential market: n, Europeaﬁ, American, and Japanese industry;

he costs will be concentrated at the front end.’ And the
He short run--is where the trouble lies. The Marshall Plan
uggest ultimate economic success, but the analogy also
‘the central problem: the dilemma of workers' incomes versus

invéstqrs costs. The success of the Marshall Plan and the FRG

"Ruhrgas, "Kosten der deutschen Einheit und ihre Finanzierung,"
Wirtschaft unde Politik, September 1990.
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wirtschaftwunder depended on the willingness of German and other
Europeah workers to accept low wages and standards of living in the
short run until productivity rose to near world (at that time, American)
levels; a combination of low productivity and high American wiges would
have priced European industry out of all but small interna‘fﬁaététs and

the investment and development would not have taken plag

of even such a temporary regimen. For six
Germans proved themselves capable of dep:

opportunities in the west. The promise of;

Germany and indeed throughout a
outflow. And that in turn could 4%

economic prerequisites::for developm pf East Germany.

It is, in £

Tact the investment. One source of such
! 1t German investors themselves, out of fraternal
feelings or a willingfless to take a view long enough to outweigh the

sy, possibilities of higher return in other areas, like Southern

keaves West German taxpayers. They are the most likely

‘and it is likely to happen that way--but not smoothly,
politically or economically. East Germany will be reconstructed,
someone will have to pay; it will be the public that can pay, and that
will be the West German public.
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It will happen, but it will happen with costs, difficuities, and
time that add more uncertainties for the planning of European security

futures. What will be the effect on other German expenditures

particularly for defense? What will be the effect on alte Ye German
investments, in Southern Europe, Eastern Europe, the Sov: tnion, and
elsewhere?

What will be the effect on German politihs whi€

political "inturning," and what would that me: n. terms of willingness

to promote either deepening or broadening 7" Could the costs and
difficulties revive extreme tendencies, ofiithe leftior the right? Even

in the short run, might economic difficu months between the

economic union of July 1, 1990 and the all-G&xn ctions later in the

year reverse the easy prognosis that the Christiap gniocrats and their

.

allies will sweep the elections?

r”ﬁhd-easy, and those who see

Perhaps it will all be st
angers will be right. But

extent will the major political institutions,

¥ly the directly elected parliament, accrue powers not
dependént on member governments? How far will Britain move in joining
continental economic and political integration? Will the nations of

Eastern Eurcpe, not to mention Austria, Norway, and Turkey, come into
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the Community as full members, and with what preconditions and over what
period? Of particular and crucial importance to the United States, will
a successful EC be an autarchic Fortress Europe standing against

Fortress North America and Fortress East Asia, part of a brodargnd open

factors: .

economics. The internationalization:
of the developed world, and the d
world to join in the prosperit
internationalization of their pub
internationalization of economic syste ushing the

integration of pelitic once the EMU

establishes a single.id& ‘tank.controlling monetary policy
for the entire Commuﬁ
into line. Monetary po: . Eannot work except in some sort of
close relationship with 1 (tax and spending) policy nor

can fiscal policy work without:monetary policy; fiscal policies

likely to' move toward Community rather than

d perhaps likely that economic and

n will form the institutional basis for a

new Eu£opg urity system, although not in the short run.
Without now*&gpcifying either the precise route to such a

ystem or the'form it will take, if the Community creates

‘pg political institutions, and if the security threat from
%de the Community appears substantially weaker than the
épv ot threat appeared to the West until recently, then it
woiild seem natural for the political institutions to create the
;.-fi-ecessary residual security apparatus, rather than retaining

the Alliance which has focused on security as its primary

objective. The role for the United States in such a structure
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is not clear, but that would develop over the period of time in

which the Community institutions developed.

Which leads to the key implication,

This will play out over an unknown but probabd

long-range security planning.

B udgéts
This example of economic dominance’ : ps.;:the most obvious one.
Budgets and Finance Ministries--and economi Hilities--not only

impose severe constraints on security options, buf

increasingly direct them. For thé'United States, the most constraining

stated that that is a flocor not &

seriously. The Congress is not li

-be: How far back can troop contingents in Germany be cut

Yuestion wi
-B%Ennoﬁaﬁ. believes even the symbolism of an allied presence?

- Soviet Union, the economic pressures push both ways, as has
been digcussed. On the one hand, rescurces now invested in military
forces -are needed to help build the civil economy; on the other hand, as
suggested above, the civil economy is not in a state that can utilize

much of those resources.
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Demography
Some aspects of demography are so predictable that they cannot be
listed under uncertainties. The number of people in a certain future

age cohort, for example, can be closely estimated by adding the proper

ofmic
forces. It is predictable that similar economitiforces are going to

attract increasing numbers of migrants into

iowever, is the size and

This, and other perhaps.even less predirtable aspects of demography add

ust be factored into Europe's security

future.

In policy an .as in other realms, there is a tendency to

predict that existing gﬁds will continue. The "slippery slope"

©f levels or directions.
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Nonethless, political philosophy has provided a better rule--better
in the sense that it reproduces the way in which politics and policy

work in real life, although it unfortunately makes prediction even more

difficult. The dialectic concept that theses generate anti
movements generate countermovements, is particularly salien
rapid change. The counter to the "slippery slope" conténts

example, is that the initial drawing down of hucleap

difficult.

Which cases in the future will carry wit em their own dialectic

corréctives, which ones are likely to congi is near-
impossible to predict in advance. What “afd7fh ural” limits to
either deterioration or reform in the Sovie for example? Linear
is easier to predict, but less faithful to the 422D ;ﬁgs actually work.

Transitions
‘Where we are going is fre
going to get there. The ultimat

discussed here can be perceived n

success. With perhaps Iess

anotheg? In security as in economics, we all live in the short run, and
in the early 1990s, European security policy must cope with transitions.

Militarily, it must cope with a situation in which forces on both sides
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are being drawn down and Soviet forces are being drawn out of Eastern

Europe--but are likely to still be there in some number for some years.
Economically, it must cope with a West European economy that is moving
toward integration but will not be there for many years, a Germany that

is heading toward immense prosperity but won't be there fa while, and

a set of Eastern ecconomies including that of the Soviet: + which are

in various states of improvement and collapsé. ust cope
with the effects of all these other variations on th péliti ew

and old democracies.

Nationalism
One ultimate state that can be hope perhaps foreseen, is

that within Europe, EC will manage such giand:Comfiunity matters as

local matters will be run at appropriate local T& g}ﬁg the current

ppropriaté levels is

onalism that seem,to be

Many of these are cultural,

RV R

wers by slowing down the progress of European integration.
iih, Mrs. Thatcher's views are not as unique to her as some
elite Europeanists imply; they are shared by many of her countrymen and

could interfere with British participation in European integration, even
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under Thatcher's successors, whether Tory or Labour. In Germany there
seems little reason to fear a renewal of pathological nationalism, but
as suggested, the economics of East German reconstruction could bring

about a focus on purely German affairs that could slow down;nﬁ”ﬁpean

economic insults is by no means precluded.

Out of Area

On the first day of August 1990, the:
American/European/NATO roles in "out-ofj
be in-area for some Alliance members, particiy]
region) ‘became very concrete. Iraq's occupati
two more sources of uncertaintys

other structures of Europe.

much .y;ﬁiculty, perhaps leading to a strengthening of the Alliance by

moving toward consensus on its out-of-area role.
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The other issue raised by the Iraqi attack, however, leads to more
fundamental uncertainties about future directions for Europe. Europe,
North America, and Japan all depend on an assured flow, certainly of

0il, perhaps of other resources. Should any of these flows be

sour route of the 1970s when rapid increases in oil’p

stagflation throughout the developed world and i

Security policy is made by government
Soviet Union now, as well as in the Western nations.:” Voters, as has
been noted, tend to vote on the’hi f.issues other than security

pelicy.

al positions in some NATO nations

rand's government in France in

the Christian Democrats; the famous French

'sharp security policy changes represented by

ited States and Michael Foot in Britain

e Soviet Union was an oxymoron. This too has changed, and

y planners have assessed the possible effects of an SPD

East--they have not really examined the cumulative likelihood of

political change affecting security policy.
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Table 1

ELECTORAL CHANGE AND SECURITY POLICY THROUGH.1995

A B C
Probability Probability Probability
of change of change of unchanged
in gov't in pelicy policy
if gov't 1 - (Ax
changes
U.S. .50 .30 :85 Democrats could”

cut defense ¥
sharply

Germaﬁy .20 .75

France .60 .20 Right-center could
: return to

aullism

UK .60 Labour no longer
unilateralist,
but .

USSR .80

(Overall probabi}l:
product of nui

the:European game. What the table shows is

;. which assume no more than a one in five

Britaifivand France (the .05 is deducted not because there was any
visible sign of change in these countries, but simply because they are

democratic), a slightly lower .90 for the United States in case Vietnam
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lapped over intc Europe which it never showed any sign of doing, and no
chance for any change for the Soviet Union, a strikingly different
answer emerges: less than a one out of four chance of change in the

political basis for European security over that 20 years.

This kind of calculation, which might be done for othef

political uncertainties of the near future are far g

the stable Cold War.

U.S. Difficulties in Playing European Politic

U.8. security authorities and advisaf
potential impact on European security of'p
important nations. This has been particularlyj“ observers of the

Soviet Union and Germany since early 1989, For theé:Soviets, this has

brought about the Bush administ atisn ‘support for Gsrbachev, support

that has become increasingly egﬁig it Jeéss material than that

extended by Kohl's German goverd -;A1d “ameng American analysts it

has also raised questions about licy vis-a-vis Germdhy: Should we

take steps that tacitly.reinforce Kbhl>s electoral chances; should we

ith the SPDi.pposition against the chance that

establish more con

hould we somehow try to do both?

The best analysts are not necessarily those in government, and

the best ideas are going to be filtered through the minds of
government policymakers who may be less acute and certainly are

subject to many competing pressures.
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* U.S. government implementation of delicate policies involving
foreign politics has traditionally been ham-handed at best.

» The losses from being caught out, or betting on the wrong

horse, can be substantial.

counter to its function.
This is one set of uncertainties that

L

they will not be. The temptation is too;

INTEGRATING OVER TIME

unscheduled, that may occur

1990s. The most certain events

is too frequently tw:

int tions.

negotiations will proceed apace, with CFE signed in 1990,

_6llowed by nuclear negotiations that are likely to succeed in

an agreement sometime in 1991. Further conventional reduc::ons
will be taken, whether on a negotiated or mutual unilateral

basis.
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¢ EC will achieve its monetary union and single European market
by the end of 1992, Further economic integration, and

political integration, will move forward, not without

obstacles, but with some degree at least of confeds
achieved during the 1990s.
. Elections will take place on schedule, certa;
probably also in the Soviet Union. :Althoug
1, the chance for some change in secur?ty policy stemm g

one of the major elections is substantidl, no individual =

“decade, probably sooner.

Even leaving aside the two loWest.lines, for the Soviet Union and

‘,interplaf;gybng the first four multiplies the
f them. Suppose, for example, that the German
: urn the SPD to power. This could bring
i¢lear weapons from Germany but at the cost of

‘of the Germans, affect the pace of European

, and the French legislative elections of 1993, both of

“could have further affects on EC, and so en. Or a chain

ecting British and French election outcomes. Or too much

L
"succeys"

in European integration could be seen as an economic threat to
the United States and induce changes in the U.§. security position in

Europe.
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All of these are games played by shuffling the regular deck. The
Soviet Union and the "What Else?"” lines add new wild cards. For the
Soviets it can be said: first, that there is a substantial chance of a
change of regime and some significant chance of a change in'Sthrnal
policy by the old regime or a new one; and second, that a dﬁ%ﬁgg.in

external policy certainly, and a change in regime quite-: ly, would

change most of the other outcomes on the other lines
And events on the What Else sequence have beenwaggmatlca Iy

illustrated by the Iraqi attack on Kuwait, which is likely to affect

every other time-line on the chart, either di through its

political and security effects or indirectl 4 the price of oil. Yet
the Kuwait invasion is just one actualiz “of a broad set of
potential happenings: an Arab-Israeli war i a nuclear-

or elsewhere;

weapons capability by some rogue state in th

Libyan use of long-range missile ith chemical ¥ some

unexpected new direction fromj

fthe future is uncertain

erent from the recent past, when

received their training. Looking

: é; nuclear negotiations in Geneva had been
] i per made much difference, however; both sides
knew that.;hg_.égotiations_were charades. The one important
“break in 35 yéars of such game-playing came with the SALT
eements of the 1970s, but in spite of the fears of some
‘cans, the superpower strategic standoff and the

rentional standoff in Europe were little different in 1985
rom early 1950s,

o elections in the Western nations presented a significant
likelihood of changing security policy. The challenges by the
post-Schmidt SPD in the FRG and Labour in Britain fell far
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short in large measure because they challenged security policy.
The idea of meaningful elections in the Eastern nations was

silly.

. Germany was divided into two states, each of which . wag
recognized by the other. Reunification was give
but little real interest by the West Germans;

were really interested but not in a positio@

Stalin, Malenkov, Khrushghev, Kosygin,"

enemy to opponent to adversary.

te to very prudent opportunism.

11d be counted upon to hold the

v was the rule for three and a half decades. It was not

8 Gert Krell, Ostpolitik Dimensions of West German Security Policy,
Peace Research Institute, Frankfurt, December 1986 (mimeo) p.33.
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of Defense James Schlesinger: "I can recall, from the early days of

NATO, an air force colcnel who kept on his desk a rubber stamp that said

"In this perilous moment in the history of the alliance. He used

that stamp with great frequency."®

In the last five years, the world has changed and the -
rapid change is not in sight. Some analysts believe tha
the previous 35 years has turned in a new direction

which they can predict stable progress for another 3.

every setback, holdup, or even detour as the beginning of an ominoys new

trend. That is not new; perhaps Schlesinger' nel's stamp should
have had another line: "To agree to duld.be the first step

down the slippery slope to

trend-line in Europe.

IMPLICATIONS FOR MILITARY
All these uncertainties sugge

military presence in NATQ--as a sta

longer be based upon the military reasoning
re from the early 1950s to the late 1980s. Yet
a military posture r guires a military rationale, which presents a major

those designing that force posture and asking taxpayers to

oyiiet forges-and their withdrawal from Eastern Europe, reinforced by
Ef -ies that the crumbling Soviet economy will have in

ig any effective military machine, together lead to the now-

*James Schlesinger, "An American Perspective,” speech reprinted in
the Congressional Record, June 20, 1984, p.S857749.
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thoroughly-accepted conclusion that the massive and rapid military
threat against which NATO was designed has disappeared. Indeed, it is
arguable that with one possible exception any purposeful conventional

Soviet military threat to Western Europe (including all of Gé

mount a conventional attack on the West except:;with a mobilization

The-pasf forty

would bring them to risk a war that they th i:.excellent chance of
winning conventionally. Now the potential cause 3
reversed, with the Soviets being '
economic support; and the con
reversed. CFE provides not eqﬁh
since the total weapons ceilings™

members of the Warsaw Pact who ca nger be counted upon by the

Purpose Soviet attack, even if Gorbachev

"conservatives,' cannot be taken seriously

fbrﬁﬂhich planning is now going on. The

n Germany but have not yet left. Although it would be

‘ble for the Soviets to use their shrinking forces as a

cal reasons. The Soviet military position would be very
difficq'{ {(but so was the Western positibn in Berlin during the crisis
of 1959-1961, yet the West held the position and won the issue); but

military action during the transition (i.e., hunkering down in place)
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would at least be more likely than Soviet return after complete
withdrawal to within their own borders.
More likely than any continued or renewed threat of direct Soviet

aggression, however, and more dangerous to European stabilityy

adventurism, chaos; or some other form of irrationality in”ﬁi_
Union. Although a successor regime to Gorbachev might sk
the considerations that make the game of revefsing Sp:
policies not worth the risk,
political reasons for a show
led to aggressive external policies beyond che
Raspﬁtinism might.  Or a successor regime m\;
or local control of its military forces
all, but a set of competing factions in a“c
waged in China in the 1920s and 1930s.® Or it
Irp

Hitler/Stalin psychosis within the leadership. fionality leading to

any kind of renewed military & likely, but we cannot

discount the possibility of sug itvidown to zero. And once

we admit the possibility, we mu

likely to have a Europe-destroyi haps civilization-destroying--

megatonnage of nuclear weapons at isposal. Competing factions may

In any case, however, here is where
“Union lies.

ow to connect the new more diffuse danger

with NATO force p or with the U.5. contribution to that force

=

posture. No degree & 2

.?bhe European diplomat has suggested, not entirely facetiously,
the possibility of a conflict among Red Army factions in which the
forces in Germany, being the strongest part of the Army, would march
back east through Poland to join the fray in the Soviet Union.
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Nonetheless, a coherent NATO force, and an American contribution to
that force, remain essential for reasons that are real, but primarily
political rather than military. These forces are needed to cope with

the uncertainties--to help maintain a continuing security s;féiffe at

least until EC, or perhaps CSCE, can take over the burden ftil then,

to plan its own military posture in the face of thecﬁgnginuxqg' oubts

about the Soviet Union and in some cases about each other: Frane

Ak

was

Armee de 1a Republique and perhaps an unde ﬁth Peoland. And so

forth. The military alliance, and the éémg " the United States

“to the United States because it

stake in Europe, a stake that

pf forces are needed where.

6litical reasoning for the military posture is detailed

subtle; it is difficult to sell a taxpaying electorate on

he need to spend billions of dollars abroad, or billions of

_Abounds sterling, or deutschemarks or francs, for military power '
applied for other than for military purposes--for the
abstractions of "stability" or an American place at the

European table.
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For both of these needs, a military rationale is needed, a "social
myth." According to Reinhold Niebuhr, "Social myths are comstructed by
imaginative elaborations of actual history. They are hardly ever made

out of whole cloth. They arise because reason is more ambig

than some rationalists assume.”'! For almost forty years;“th¢ threat

of a Soviet attack on Western Europe--a conventional att#ck®so long as

the Soviets maintained their conventional superiority

provided a workable social myth, not "made out of wh

"elaboration"

of the actual threat. The real threat of such an’4

the fear by both sides that any direct U.5%

open the Pandora's Box of nuclear war. Nonetl £ he Soviet

t.the public-for 25 more years.

ther it achieves its

military and political purposesy & the 1990s, the m%litary

purposes are easily achieved again fading enemy, the political

purposes reguire a structure and a ence but not a specific posture.

That makes the tes rationale“for any Alliance posture more

difficult, howey d threat no longer serves as a social myth;

31d Niebuhr, "The Social Myths of the Cold War," Journal of
oral Affairs, Vol.XXI, No.1l, 1967, p.40. Niebuhr was comparing
anizing myths in that era of the Free World and the Communists,
but the concept applies as readily to any organizing idea. -It can be
traced back to the French sociologist, Emile Durkheim.
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Two alternative directions seem possible:

* Adaptation of the old rationale, based on the residugl

possibility of a Soviet (or Russian) attack to th z,
¢  Adoption of a new rationale, starting from the un grtéinties of

the short-run future.

Residual Soviet Danger

what might be termed a "virtual threat,"”
without actually being real.!? Such a tH
of Soviet forces from east of the Urals, outside”th& zone of CFE

limitations. The threat is "virtual"” because alfithe¢-reasons adduced"

pportable by a weakening
economy suggest that it probabfy ges :no 3st. Its advantages as a
frame of reference for military p ig lie in the fact that it does

not certainly not exist, and it is’

: the" European members of NATO and a
substantially r ‘ S. presence designed mainly to maintain a
structural capabili ‘rapid reinforcement from the continental

Unit tes. Fighting forces in being would stress mobility,

ecause the non-German elements will be precluded from
astern Germany and would therefore have to move into
2 it] : fé with the beginning of hostilities. If the defense were

“of=--Poland or Czechoslovakia, all NATO forces would need

'The term, suggested by David Ochmanek, is derived from "virtual

| focus," defined by Webster's Ninth New Collegiate Dictionary as "a point
from which divergent rays (as of light) seem to emanate by do not

actually do so."
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this mobility. Because the assumed threat would be from the Soviet
Union or Russia against the West as a whole, this posture would be
consistent with the politically useful concept of multinational forces
integrated by division/wing or even lower formation. Becaus‘e'}_;_he threat
is definable, it leads to the kinds of analysis that can sp§¢1§§-sizes

for the forces in being and the reinforcement echelons. - 50 long as

the French and British deterrent forces.
" The other question, however, is whether % ‘revised threat will
serve as a social myth for the public. The wer .may still be "Yes,"

at least for the near-term time period.

“case, the stress is on the uncertainties rather than any
éﬁe ‘Set of events. It would be a wrench for NATO's military
planné¥s to finally pull away from the canonical threat that has

sustained them for forty years, but uncertainty may nonetheless provide
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a viable frame of reference for a military posture. Such a posture
could resemble in many regards that based on the residual Soviet threat.
It too would stress reinforcement and mobility, both of which provide
flexibility against uncertainty. It too could provide a rati: :ﬁie for a
nuclear presence, not only against Soviet nuclear forces:hif against

. possible hostile proliferation. On the other hand, th

basis would make it difficult to arrive at pfoper fo

posture and that based on the residual threat ‘:r'i'i e that
d'Well be judged differently by

;dinty in outlook calls for prudence in policy--an instant

e It may become less trite, however, if prudence can be defined
operationally. The dictionary definition carries with it no necessary
implication of fearful conservatism--"The ability to govern and

discipline oneself by the use of reason"!?--and the operational

13yebster, op. cit.
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definition suggested here for prudence in U.S. policy for European

security does not either. It consists of three general precepts:

. Hold on to what has worked.

* Hedge against that which is uncertain and dangerocd
* Act to avoid that which without action would bej:

dangerous.

Hold on to what has worked
This is the conservative face of prudence

For future security arrangements in E

CSCE, the Conf:
Eurcopean Union (WEU). Both

rence on Security

Union, and also including the Unit

"European Pillar" for-Atlantic def

the U.S. within NA neither néy exists as much more than a forum:
CSCE has member$ ‘ngs but no officials or employees; WEU has a
small secreta eith; eﬁ£$¥ms actual operating functions.

For neithe 13 : oes this imply a U.S. policy of benign

ular has enough promise, as a European

neglect.

ut the current unformed state of each does imply that a

ave to pass before we discover whether either CSCE or WEU

whichsfﬁere was a felt need: NATO and EC. Each of these is an

organization in being. Each should be conserved and promoted.
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NATO has been filling Western European security needs for forty
years, in the course of which the Soviet Union has not attacked Western

Europe nor has it intimidated or "Finlandized" any nation of the West
p

except for the obvious special case of Finland. All of th
Western Europe have become democratic, the prosperity of .&
immensely, and now the East and even the Soviet Union

democracy. One could argue about NATO's contfibutiq@

nig

s;ﬁ'mgq; of change. In

Eadually but vastly. It may now be a very natural movement
ity, rather than either CSCE or WEU, to gradually take
tan security function. As economic integration moves
cal integration and the need for democratic control of an
powerful economic entity becomes clear, the integrated

polit @I“organization may well want to take command of its own security

'%Senator Sam Nunn, quoted in Avistion Week and Space Technology,
March 19, 1%90, p.79.
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grrangements. A historical analogy can be seen in the move of thirteen
American colonies united but not very well by their common revolt

against England, to become the United States of America governed by the
Articles of Confederation, and then after a few years the fedgral union

rd

of the Constitution. Bold as it was, that too was a natural“fovement,

distance since the end of World War II.

histdry, the ability to drive back and forth

The machinery set

an the first.

has madéﬁ e third and worst of all quite

is worth conserving.

suncertain and dangerous
The greatest da s to European stability in the uncertainties of
jange and/or chaos in the Soviet Union, and

from out of area. Much less likely would be a major change

ection. (An additional potential danger, which would have
act were it to occur, would be a return of the United States
sm; but that is both quite unlikely and a potential policy
which this analysis is intended as a contribution rather

input into the analysis.)
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The potential Soviet danger provides another major reason for
holding to NATO. (Many would say this is fhe major reason but, as
discussed earlier, even if the chance of major negative change in the
Soviet Union is high, the likelihood of its presenting a cqﬁixéﬁﬁ

military threat to the West is close to being gone.) So . Iong as even a

more random danger from an unpredictable Soviet Union

exist, however, some Western security apparatus will::

Rather, the negative implication

disruption of security, economic,

eactions of+t
;but less likely, would be a new '"Rapallo," a
itary element. Likely or not, however,
“§§§Sible, and they require a hedge. The

one: remember that the United States has allies

either as a result of the 1990 elections or later.
security policy might be termed as pro-NATO but against a lot

of wha ;NATO now does, particularly in the nuclear era. The hedge for

U.S. policy in regard to such an eventunality should be to be prepared to

deal calmly and constructively with the political changes, so long as
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the U.S. presence and other interests are preserved, as they can be

within a NATO adapted to an S5PD-led Germany.

Act to avoid that which is otherwise certain and dangerous

This is the active side of prudence.

Certainty in this uncertain era is relative. The othE face of the

next years, for the economic reasons that have
ethnic and other political reasons too.

The dismal Soviet future carries dangers
Europe. The question is whether we can ;
hedging. The‘answer on the ethnic and political problems is almost
surely "No"; we have little understanding and”
answer on economics may be the same,
or less) how the needed free marKetisystem works, aﬁd the West including
the United States has the capéT .

should we so choose.

Seven, a major debate.raged over wh 3:
Soviets immediatelj 1 ge them to reform economically,

f later reward in order to provide

he Soviets out of eastern Germany); the

nted no major assistance until there was clear

debate and the answers:were wrong. Support for current
le when current efforts are going nowhere. Using

 direct political support of Gorbachev would buy only a

for in what seems surprisingly to have become & politically pluralistic

society. On the other hand, assistance-as-incentive is likely to be
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equally futile when neither the rewarder nor the rewardee Knows exactly
what behavior to encourage.
The answer, if there is an answer, may be to use assistance in

'KhQ/Soviets

detail, to teach as well as providing incentives, to assis

it can be done, remains open. It may involve small pr
projects, larger scale demonstrations, or joiht pla : by"

and the West, for which the Marshall Plan provides a 5Ertial but

incomplete analogy. The strong‘argument againg

what happens. The strong argument in favor

institution-building which will

prices.

short-run possibility
prospects. Whatris call

try to prevént B icluding planning of whether or mot to

plan.

‘nts have adequately demonstrated that. For Europe, the

ocracy and econemic turnaround in the East, and perhaps
gpeded transformation in the Soviet Union. But the perils of
despai 3‘Hecline, and disintegration-~-in a continent adequately equipped
with nuclear weapons--must be overcome to achieve the promised hopes.

This must be done even as the other three-qﬁarters of the world presses
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in upon Europe and North America, as again illustrated in the Middle
East. Hopeful times are not always easy times, and prudence and common
sense dictate looking down at the next steps on a narrow path, even at

the cost of taking our eyes off the horizon.
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THE FUTURE OF THE ATLANTIC ALLIANCE

The sudden advent of a new period of detente has given rise to
the formulation of a variety of diverse strategies for European
security. For some, the situation, no matter how much it has
changed, still requires the maintenance of an Allied defence
effort and American presence in Europe with the ultimate
guarantee of a nuclear deterrent. Others are thinking of an East-
West "collective security system" and believe that a new "common
European house" c¢an replace the former military alliances.
Furthermore, European governments have adopted a syncretic line
and maintain that the new system of collective security should-
rest on the Atlantic pillar.

I. CURRENT CHANGES

The fact is that the Atlantic Alliance is already undergoing
change. The following proposals have been made in light of the
current conditions:

A. A reduction of the American forces. in Europe,
particularly those stationed in Germany. Bush has proposed
the reduction of US troops (i.e. army and air force; the
proposal does not apply to the navy or to the marines) in
Germany to 195,000, and those in the rest of Europe to
30,000. Further reductions in the American presence in
Germany may include the following options:

1. reducing the forces to the level of a single army
corps with its necessary air force support (120,000-
150,000 men); )

2. limiting the military presence to a "skeleton" for
possible reinforcements, surveillance and maintenance
of depots, etc., in addition to a modest air presence
(50,000-60,000 men);

3. ensuring only a Headquarters, Planning and
Intelligence presence with BAir Forces present on a
rotational basis (5,000 -10,000 men).

Such reductions could not help but influence the decisions
of the other Western countries with a military presence in
Germany. The options proposed in A.2 and A.3 would lead to
the de facto elimination of the collective NATO presence
in Germany; the A.1. option, on the other hand, is
compatible with the maintenance of a "defensive"™ NATO
presence.

B. A reduction of nuclear theatre forces in Germany and in
Europe. Several options have also been proposed for these
reductions:



1. the elimination (negotiated or wunilateral) of
American Lance missiles deployed in Europe and of
American and British nuclear artillery;

2. the maintenance of a small quantity of nuclear
theatre weapons -- airborne, free-falling or medium-
long range air launched missiles (250-500 warheads with
respect to the approximately 4,000 currently deployed);
and the modernization of French and British air forces
by the adoption of a new air launched medium-long range
missile;

3. the elimination of all NATO nuclear warheads from
Germany. This might make it possible to maintain a few
airborne nuclear forces in Britain and would raise the
question of whether such forces should also be present
on the ground in the Southern Flank (Italy?, Turkey?)
in addition to the VI Fleet.

C. The USSR has used German unification for leverage to
obtain an agreement on a ceiling for German armed forces,
but the agreement has also called for the absence of NATO
troops from East German territory. This accord has many
consequences for the future of the Alliance, though it seems
to refer to a limited period (the 3-4 years necessary for
a complete withdrawal of Soviet forces from East German
territory). First, it is a prelude to the establishment of
operational Bundeswehr units that are not "assigned to
NATO". Second, it poses the problem of a future redeployment
of NATO troops in that territory: a politically "sensitive”
decision, which Germany will certainly not make lightly.
Finally, it necessitates a revision of NATO operational
strategy for Central Europe. The USSR would probably attempt
to extend such an agreement to the levels of allied forces
in Germany (in any case, it has succeeded in excluding
theatre nuclear forces from East Germany).

D. Proposals have also been made for "political" revisions
in the Alliance, that is for increasing its role in matters
that are not strictly military or related to arms control
and reduction. Several additional proposals for structural
and political reorganization of the Alliance have been made:

1. an increase of the weight of the aero-naval
components, giving greater importance the US-Britain-
France axis; there are also thoughts of a US-Italy (or
US-France-Italy) axis for the Mediterranean;

2. German withdrawal from the Nuclear Planning Group
with the return to the old "directorate" model of
"nuclear powers" discussed in the late fifties and
early sixties: this would be a prelude to the return
of France to NATO;

3. the formation of a few "sub-regional" groups allied
with the US: one in the Mediterranean (France-Spain-
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Italy-Turkey) and one in the North Sea (Britain-
Belgium-Netherlands-Norway) .

All of the above proposals, however, are flawed in that they
isolate the new Germany or at least keep it in an anomalous and
idiosyncratic position.

Germany is no longer a state with limited sovereignty, nor the
residual "n-state®” around which Western security requirements
revolve and which must be made to pay for European security, in
terms of human, territorial, geostrateqgic and economic costs.

German unification, though it will formally occur within the
framework of NATO, involves fundamental changes in its military
strategy, which has already been accepted at the London Summit
of the Alliance: renunciation of forward defence and a profound
revision of its nuclear strateqy, that is, one with less
flexibility and a greater resemblance to a "last resort". This
is all very difficult to translate into operational plans that
satisfy the security requirements of individual European states
in times of crisis. Thus, it looks like a "peacetime strategy"
that could fall apart if it were to be put to the test.

If Germany were to remain in a "semi-detached" position, there
would be a general rush --lead by the US and the USSR--to become
its ally. A pessimistic view would see the agreement reached in
Moscow between Helmut Kohl and Mikhail Gorbachev as a new kind
of Rapallo. This situation could change profoundly and for the
better with the consolidation of the new Germany; there is the
danger, however, that the Soviet domination in East Germany has
left a legacy of its policies and of several old commitments and
0ld German guarantees to the Soviet Union which would be
incompatible with the current structure of NATO. The body may
have disappeared, but the grin lives on -- as in the case of the
. Cheshire cat of Alice in Wonderland.

IT. INCOMPLETE RESPONSES

There do not yet seem to be any satisfactory responses to these
significant changes, apart from perhaps two -- but even these two
offer more for the future that for the immediate predicament. The
first of these concentrates on the so-called pan-European
security framework (CSCE); the second begins with the
strengthening of West European integration. Both take full
consideration of Germany, though in different ways and with
different results.

All these changes could be dealt with in a new pan-European
security system. The problem, however, is that of reaching a
common understanding of the terms "system" and "security".

"System”, for example, can refer both to the creation of a
complex, binding, and highly institutionalized mechanism of
inter-European military relationships; and to the consolidation
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of a body of more or less optional rules, which are not enforced
by sanctions or part of a strong institutional system, and which
respect the sovereignty of individual nations.

“Security" may be taken in the military sense to mean the
establishment of effective guarantees designed to defend the
members of the "system" from possible violations of the pact of
which they are a part; or 1t may be taken 1in the
political/diplomatic sense, as the creation of a spirit of
detente and cooperation. ‘

NATO addpts the former interpretation; CSCE, the second.

The real problem that we are faced with does not seem to be one
of c¢reating something radically new, but rather one of finding
a eveolutionary alternative that would allow us to keep the
positive aspects of NATO and to include the new unified Germany
within it.-

Several of the conditions that have been crucial for the process
of detente and disarmament in Europe have changed or become
meaningless within the space of a few months. There is no longer
a symmetrical relationship between the two alliances; the
stability of the Eastern bloc has been compromised; the
withdrawal of Soviet troops from Eastern Europe will be more
rapid and complete than could have been predicted only a few
months ago; the division between the two Germanys and the "iron
curtain” no longer exist and the Soviet Union 1is experiencing a
difficult time of internal adjustment.

In such a situation, it 1is difficult to 1imagine East-West
multilateral agreements or negotiations that would amount to
more than useful safety belts, necessary to reduce risks during
the process of change, but unable to exert a significant
influence on its direction.

Any system of multilateral guarantees 1is only as credible as the
stability of its member countries and the power relationships
among them. In Europe, however, the system would have to manage
the relationship between two nuclear superpowers, one of which
is on the opposite side of the ocean, and the other of which is
in the midst of a domestic crisis; two other nuclear powers that
are experiencing a relative decline; an economic superpower
enjoying a period of renewed vigor but faced with the problem of
redefining its international status; and a myriad of other powers
with diverse domestic and international problems and perceptions.
To think that such a system would not disintegrate into a series
of sub-alliances and fragile systems of counter-assurances is
rather optimistic.

The most stable solution lies in the acceleration and
"approfondissement” of West European integration, as has often
been stated by various governments and European summits, as well
as by the Atlantic Alliance itself at the London Summit: the
problem is that of agreeing on the timeframe and methods
necessary to achieve this goal. Three different processes must
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be coordinated:

1. the process of transformation within NATO such that
the positive effects of the US presence in Europe are
maintained;

2. the process of West European integration;

3. the process of constructing a multilateral system
of European security involving East and West.

I11. THE SOVIET THREAT

The first problem is that of understanding whether the
traditional "enemy™ of NATO still exists, or whether it 1is true,
as some maintain, that there is no longer a “threat".

The USSR is experiencing a period of profound economic and
political crisis, but it does not seem that this crisis has
affected its military forces -- although they do have serious
problems of restructuring; they must withdraw from Eastern
Europe; and they are clearly influenced by the general crisis in
Soviet society (beyond their role 1in contrelling domestic
uprisings, ethnic nationalism, etc.).

In the nuclear arena, the Soviet Union is continuing to modernize
and an maintain its balance with the United States. Even after
the agreed reductions within the framework of the START
negotiations, it is unlikely that the level of Soviet strategic
forces will fall below that of the early 1970s and they will be
significantly more modern. As for tactical nuclear weapons, the
USSR maintains a level of forces at least equal to NATO forces
(with a greater emphasis on missiles)}. The redeployment of these
forces outside of Eastern Europe could lead the USSR to dismantle
them; however, the new "defensive" strategy of the Soviet armed
forces could place new value on the deterrent role of tactical
nuclear forces. In any case, a certain number of Soviet strateqic
forces may continue to play European Theatre roles.

The most significant reductions are in conventional weapons and
forces, particularly the army (the navy is underqgoing other
reductions). They are also rapidly withdrawing many forces from
Eastern Europe, though they appear to be following a long-range
plan. :

Heavy mechanized elements are being reduced within the divisions.
The Operational Maneuver Group has been eliminated, but will be
substituted with the creation of new Army corps composed of
smaller and more agile units than the former divisions, i.e.
flexible, multi-operational brigades and battalions. Gorbachev
is reducing the number of Soviet forces to a level comparable to
that which existed approximately 22 years ago, on the eve of the
invasion of Czechoslovakia -- but the current forces are more
modern and better structured.




Though their structure may be defined as "defensive", they are
perfectly capable of conducting offensive operations. In fact,
it could be claimed that these reductions could actually increase
the military efficiency of Soviet armed forces by reducing the
burden of mobilization (almost all the new "corps" could always
be manned at the optimal level, unlike the current divisions),
and by improving the operational flexibility and the capacity for
conducting combined operations.

The Warsaw Pact is certainly losing its quantitative advantage
with respect to NATO, and its forward deployment is shrinking,
partly as a result of the unilateral reductions in East European
countries and their political transformations. What had formerly
been as much as a 3:1 advantage with respect to NATO (in Central
Europe) has now fallen to 1:1. Nevertheless,

A. the maintenance of this more favorable relationship for
NATO will depend on the future reductions that NATO
countries may decide to make;

B. if they were to mobilize their troops, the Warsaw Pact
would maintain its advantage;

C. the effectiveness of a surprise attack does not depend
solely 'on the ratio of forces in the field, but alsoc on a
series of political and strategic factors: the attack by
the III Reich on France came at a time when the ratio of
forces was approximately 1:1.

IV. THE NEW THREATS

This evaluation of the possible threats that NATO should be ready
to confront must also consider the emerging "threat from the
South".

The threat from the "South" is certainly less evident than that
from the "East"; in any case it is much more difficult to define
as a NATO concern since it falls into what has been designated
the "out-of-area". The following is a brief outline of the
situation in the Mediterranean:

A. The main countries in the Middle East have been
accumulating an impressive quantity of weapons
comparable to levels in major European countries. The
following are the figures for combat planes: Egypt
(441), Iraq (500), Israel (577), Libya (509}, Syria
(448); France (580}, FRG (459), Great Britain (553),
Italy (390). The comparison of the number of tanks is
even more impressive: Eqypt (2,425), Iraq (4,500),
Israel (3,850), Libya (1,800), Syria (4,050); France
(1,340), FRG (4,973), Great Britain (1,170), and Italy
(1,720). '

B. Countries in the Middle East and North Africa also
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have very sophisticated planes, such as fighter bombers

(American F-15s, F-16s, F-18s), (Soviet MiG-27, MiG-
29 and Su-24), (European Tornado, Mirage 2000 and
Mirage F-1). Tanks include those purchased directly

from the West and from the USSR, as well as those
produced in the Third World, such as the Israeli
Merkava and the Brazilian Osorio (purchased from Saudi
Arabia).

C. The arsenal on the "Southern front"™ has become
particularly threatening with the inclusion of missiles
as these long-range systems can extend the scope of
local or regional conflicts beyond their traditional
borders (as in the case of the Libyan attempt to strike
the island of Lampedusa with two ballistic missiles).
Many countries in the region have medium-short range
missiles such as the Soviet Frog-7 or Scud-B {with a
range of 70-300 km). Others either already possess
medium-long range missiles, or are actively seeking to
acquire them. For example, it is believed that Iraq has
several "improved" SCUDS (range: 700 km}, and that it
is developing a new medium~range missile (range 800-
950 km). Furthermore, Iraq is believed to have launched
a missile into outerspace. Saudi Arabia has acquired
CSS-2 missiles (range: 2,500 km) from China, and Israel
has produced a missile with a range of 1,450 km, the
Jerico II (it alsco has a missile which was used for
space launches that could be the forerunner of a
missile with an even greater range and used  for
military purposes -- the Shavit). Other Third World
countries, such as Brazil, India and Taiwan have also
developed medium-long range missiles.

D. Missile technology now constitutes a greater threat
with the proliferation of chemical and nuclear weapons.
It is believed that only one country in the region
(Israel) has some nuclear warheads in its arsenal, but
others (e.g. Iraq and Pakistan) are attempting to
develop similar capacities. Iraq, Iran, Egypt and
probably Libya already have the capacity for chemical
warfare.

E. The population of the non-EC Mediterranean countries
is growing at an extremely rapid rate -- much greater
than that of EC countries. In 1985, the EC countries
accounted for 61.5% of the total population of the
Community and the littoral Mediterranean countries,
with the latter accounting for the remaining 38,5% (the
Mediterranean EC countries accounted for 22,2% of the
total). By the year 2000, the population of the EC will
account for only 53,8% and by 2015 it will have fallen
to 47,3% (with the EC Mediterranean countries dropping
first to 20% and then to 18,1%). Thus by 2015, there
will be 372 million people in the Mediterranean
littoral countries as opposed to 333 million in the EC
(including 127 million in the Mediterranean EC
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countries). Four countries --Turkey, Egypt, Algeria
and Morocco-- will account for almost 270 million
people.

F. There is a downward trend in the rate of industrial
and agricultural production in the Mediterranean
countries. In countries with the lowest income, the
rate dropped from almost 6% in the period 1965-80, to
little more than 2% in the period 1980-87. Figures for
countries of medium income are 6.5% and 3.5% for the
same periods. Industrial growth was particularly
affected, registering a decrease from 6% to 1.9% in low
income countries and from 5.9% to 3.8% in medium income
countries.

G. Mediterranean countries have registered an increase
in their collective foreign debt, which in 1987 had
reached 200 billion dollars (with respect to 120
billion in 1984). Their ratio of foreign debt to
exports of goods and services, which in 1984 had been
approximately 160, in 1987 had increased to over 218.

H. The Gulf crisis has dramatically illustrated these
problems, forcing the US to undertake a massive
military mobilization -- on the scale of a conflict of
"European" proportions despite political cooperation
from Moscow ~- to respond to a relatively limited
threat. The consequences of this crisis could have a
lasting effect on the political future of the region,
whatever the solution (diplomatic or military) that may
be reached. For the first time, several Arab countries
have openly joined forces against a fellow Arab
country, aligning themselves with the US. This can not
help but reinforce old divisions, reviving the Nasser
(and Baathist) dream of Arab nationalism (which will
give rise to instability and perhaps international
terrorism as well}) and force the US as well as West
European countries to reconsider their alliances and
policies in this region.

I. The Balkans also seem to be becoming a focal point
of possible crisis because of sericus outbreaks of
ethnic nationalism, a weak and uncertain process of
democratization, and significant economic
underdevelopment in many regions. The area is
characterized by great regional disparity: it includes
an area of Eastern Europe, no more than 200 km wide,
which borders on the West and has a concentration of
‘industrial wealth. This area, which could be most
easily integrated into the strong economies of the EC,
is clearly distinct from the more eastern and southern
countries of the regqgion, which are poorer and
underdeveloped. This creates a new duality, similar
to that of the North-South oppositions within Italy,
which could be a source of new conflicts and crises
that may be accelerated- by the process of
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"rapprochement" to the West.

J. The European Community is the main economic and
trading partner of the Mediterranean countries. It
accounts for almost 49% of the trade of Mediterranean
countries and 30% of that of the Gulf countries (the
US accounts for only 10.2% and 10.3% of the trade of
these regions respectively, while the figures for Japan
are 2,8% and 18.7%). And the EC is, of course, also the
majoxr investor in the Mediterranean (in the period
1984-87, the flow of capital and government investments
in the region reached 14 million dollars -- a
contribution much greater than that of any other
industrial power).

The above considerations are not comforting. There is increasing
cause for concern about stability in the Mediterranean and in the
Danube-Balkan region. It 1s therefore necessary to pay closer
attention to the strategic-military developments underway in the
Mediterranean (Middle East and North Africa), and to bear in mind
the increasing demographic trends in these populations as well
as any possible military threats.

On the whole, the strategic framework no longer rests on a high-
risk, low probability threat, but rather on many low-risk, high
probability threats.

A second result is that Europe will have an increasing role in

. crisis management (even in the out-of-area) as opposed to its

former more traditional defence commitments within NATO.

The third (and perhaps most important) consequence is that there
is an emerging need for an integrated security policy, which
regulates the use of both military deterrents and economic and
social instruments in crisis management.

“Above all, it is necessary to prevent the domestic crises caused

by problems of overpopulation and economic underdevelopment in
Mediterranean countries from destabilizing these countries to the
point that any attempt at a peaceful solution to latent conflicts
becomes impossible. As far as Italy is concerned, this would be
much easier if the EC could establish a responsible and far-
reaching policy toward the Mediterranean, and if positive and,
preferably, multilateral/NATQ ties could be maintained between
Italy and the United States.

V. THE EUROPEAN DIMENSION

European "grand strategy" options may be of three types:

1. a weak internal cohesion ("Open Europe™), involving
relatively passive participation in the developments
of the international system, relying on the maintenance
of a security framework ensured by an alliance with the
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United States;

2. a closed and protectionist position ({"Fortress
Europe™), which would combine the protection of the
Furopean internal market with an increasingly
independent defence policy for European security;

3. an active role ("European protagonism”), in which
elements of increased integration are combined with the
formulation of an active policy {elements of a "grand
strategqy" for Europe) designed to enable a greater
management of the global situation.

As for the future of the security framework in Europe, the second
model {"Fortress Europe™) is the most difficult to achieve and
the least likely; the first, ("Open Europe") could be compatible
with the trend toward a "common European house", but it would
significantly reduce any possibility for a collective West
European role, and is incompatible (at least in the long term)
with the preservation of NATO -~ though it could coexist with a
"political" and militarily diluted Atlantic Alliance.

The third model is the most interesting, and is compatible with
the possibility of an evolution of the current security
framework. This model cannot be achieved, however, without taking
military factors into account.

YI. PROSPECTS FOR EUROPE AS A MILITARY ACTOR
Throughout the process of European integration, from the
immediate postwar period to the present, it has been necessary
to face security issues including the containment of Germany
(Treaty of Brussels and its follow-on, the North Atlantic Treaty,
the complex history of ccolonial wars, and European involvement
in local conflicts). This has conditioned European participation
in the international arena, in both economic and military
decisions, though they are more hesitant in the latter and slower
to reach consensus.

The nuclear strategy has afforded NATO forty years of peace at
low cost. The majority of defence expenditures have been made
to finance several non-European wars (in Indochina, Korea,
Vietnam, the Falklands), or have been wasted on the renewal of
the many separate and non-standardized Western forces.

Recently, however, it has been realized that there has been an
overconfidence in the deterrent effect of nuclear weapons,
underestimating other more likely scenarios of conflict.

Thus, a series of political and strateqic considerations have
lead to a major re-evaluation of conventional weapons.

In economic terms, this means the end of an era of low-cost
defence, frustrating expectations of cashing in on the peace
dividend (i.e. significantly reducing expenses) in the short
term. New technology is generally more efficient, but also
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considerably more expensive. The cost of labour and the social
costs of maintaining armed forces are also increasing.
Furthermore, projections of government spending in this sector
tend to be calculated on the basis of an inflation rate that is
lower than the actual rate. Clearly, the . issue of cost is not
easy to resolve.

At a time characterized by relatively limited resources, there
is a considerable comparative advantage in belng able to
redistribute resources through the significant savings that can
be gained from a more selective allocation of expenses. This
requires initiatives in the field of industry; a greater
liberalization of the movement of arms within the internal
market; and the harmonization, coordination and unification of
the diverse military doctrines, procedures and, in general, the
instruments that are fundamental to. the regulation of the use of
military forces -- all of which currently meet criteria that are
strictly national in scope, thus limiting the possibility of
creating a single, integrated market for defence products in
Europe. Production can not be standardized (much less unified)
in the absence of uniform doctrines, procedures and institutions.
Thus, the problem becomes one of arms legislation and requlation,
which 1is not within the present scope of European economic
integration.

Such far-reaching considerations, involving significant economic,
political and institutional decisions may also entail interesting
economic/political/strateqgic trade-offs between European
countries, such as France and Germany. Such trade-offs may
include both European nuclear powers and could affect major
projects in the defence industry, e.g. the creation of a new
system of air and anti-missile defence for the continent, new
command, control, communication and discovery systems, new
families of weapons systems, emerging technologies, etc.

In this light, the following are among the problems that must
be dealt with in the field of conventional defence:

1. The creation of larger European strategic reserves,
both in terms of men {reserves that may be mobilized
gquickly, and annexed to armed forces with higher
percentages of professional soldiers, though the actual
numbers may be smaller than those today), and in terms
of equipment to stockpile for major contingencies.

2. A greater integration of the European forces engaged
in defending various segments of the front (e.g. by
providing for the use of Italian alpine forces in
Bavaria; Spanish forces in the Central and Southern
regions; European forces in south-east Turkey and in
the north-eastern Norwegian and Baltic region; a
unified effort of allied air and naval forces in the
various theatres, etc.)

3. An increasing capacity of strategic mobility of the
permanent operational component of the armed forces -

13



- both within Europe and in other theatres of primary
strategic interest (Middle East, Africa)

4. Standardization and integration of the strategic
and tactical operational concepts

5. weapons standardization

6. the creation of integrated anti-aircraft,
antimissile, and C31 networks, and above all, more
advanced systems for information gathering in theatres
of major strategic interest

7. a single plan for the progressive introduction of
emerging technologies and the associated operational
changes in weapons systems.

VIT. A EUROPEAN ACTOR: INSTITUTIONS

The scope and the complexity of the problems call for effective
government and strong political legitimacy of the entire system.
A "European actor" would be called on to deal with problems such
as management of out-of-area crises, monetary policy, resources
management, etc, The government may be "unbalanced” (i.e., with
much authority in one sector and little in another), but it
requires an overall ability for strategic guidance.

European integration has established a number of institutions
with authority in various sectors, but has not provided for this
central function of strategic guidance. Some experts feel that
it may develop gradually with the slow extension of the authority

of European institutions (in particular, of the European
Community, which has proven to be the most "omnivorous"™ European
institution). Others Dbelieve the solution 1lies in the

institutional change and hope for the transformation of the
European Parliament into a Constitutional Assembly and the
immediate inclusion of defence and monetary issues among
Community competences.

It is likely that even with a united defence, Eurcpe will
nevertheless be characterized by a flexible structure at
different "speeds":

This results from the marked differences in the institutions
with competences in the field of security and defence. Although
the Atlantic Alliance includes fourteen European nations (Turkey,
Greece, Italy, Spain, Portugal, France, Great Britain, Iceland,
the Netherlands, Belgium, Luxembourg, the German Federal
Republic, Denmark and Norway), the situation is somewhat
different in the military organization of NATO: France does not
belong to it; Spain has made a "conditional” commitment; Iceland
has no army; and Greece has assumed a position of "reserve" in
the past.

The Summits of the Seven Most Industrialized Countries (in which
representatives of France, the German Federal Republic, Great
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Britain and Ttaly meet with those of the United States, Japan and
Canada) have occasionally discussed the overall security picture.
In fact, preliminary decisions concerning the installation of the
Euromissiles were taken at a summit of four nations (France, the
German Federal Republic, Great Britain and the United States) in
1979.

France has once again become an active member of the IEPG, along
with other European countries of the Atlantic Alliance. Eleven
European members of the Alliance (excluding Turkey, Norway and
Iceland), as well as Ireland, a neutral country, participate in
European Political Cooperation.

While nine EEC countries (France, Great Britain, Italy, the
German Federal Republic, Spain, Portugal, Belgium, the
Netherlands and Luxembourg) belong to the WEU, those that do not
belong (Denmark, Greece and Ireland) have recently been invited
to participate. Contacts have also been established with Turkey.
Thus, the WEU may evelve in such a way as to reduce the current
institutional differences in Europe.

The increasingly urgent need for unification is exemplified by
the difficulties that these diverse structures (plus their
various "special™ bilateral relations) have in making decisions
during crisis: times when an urgent decision is generally more
effective than the best decision and is, in any case, the only
decision that can affect the crisis. '

NATO is still the most efficient organization from a military
point of view. It 1is unlikely that it will be completely
superceded, given its continuing and important role as a link
between European defence and the commitment of the United States.

Nonetheless, it is not a supranational structure. To date, it has
not been able to establish the "European pillar", or achieve out-
of-area capacity, or control and crisis management in new
international crises. On the contrary, all attempts to extend the
out-of-area competences or cooperation of the Atlantic allies
through use of NATO structures meet with strong political
objections and tend to slow down and block cooperation which is
successfully progressing in other fora (bilateral, EC, WEU, etc.)
This does not mean that NATO should not.discuss and analyze out-
of-area problems (as has been recommended in the Harmel Report
and repeatedly in the Atlantic Council since then). But such
analyses fail to have collective operational consequences, except

for the need to compensate for the transfer of forces from the,
NATO area.

The capacities for political guidance of the TIEPG are
insufficient. Moreover, it is unable to integrate operational
concepts. The Eurogroup does not include France and shares-the
structural and political limitations of NATO.

The WEU alsoc has serious shortcomings. It is a multilateral
organization, but lacks supranational characteristics and
effective decision-making and operatiocnal structures, which have
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been delegated to the member states and NATO. Its ability to
play a useful role of political and institutional coordination
was manifested during the two Gulf crises. But it also became
evident that it was unable to go beyond forming committees for
political and military coordination (as useful and necessary as
they are). The idea of a unified command clashed with the
diverging national points of view. But then again, this role did
not evolve from the institution itself; it was the consequence
of agreements in principle taken in European Political
Cooperation by the twelve Community countries, which felt it more
opportune (for contingent tactical reasons) to delegate the
actual military decisions to the WEU.

This organization also hosts debates and working groups on East-
West problems, arms control and reductions, and the possibility
of increasing West European operational cooperation (see the
proposal to establish large multinationals). But it is not at the
center nor is it the promoter of any of them. It seems to see
itself more as a useful "bridge" or the least controversial
institutional container to host them. Therefore, the WEU can be
defined as a European institution of residual vitality and
reflected usefulness - residual vitality in that it is resorted
to only when a political decision cannot be brought into the
framework of other (more vital and more important) institutions,
such as the EC or NATO; reflected usefulness in that its function
is subordinate rather than autonomous, offering the opportunity
to consolidate other strategies of European integration rather
than pursue one of its own.

VII. A DECISION-MARING SUMMIT

Thus, the problem is one of unifying the numerous institutions
directly or indirectly involved in European defence.

Past attempts to deal with this problem have mainly raised the
level of decision-making. This cccurred when the EC
institutionalized the European Council of the heads of state and
government (and the same thing happened to the Summit of the
seven most industrialized countries). But summits cannot totally
replace a more complex and multifaceted decision-making
mechanism.

That kind of mechanism exists in the EC, although is does not
always work as it should and tends to delegate too many top level
decisions to the European Council. It also exists to some extent
in the Atlantic Alliance, especially at the military level,
thanks to integrated commands and the decisive weight of the
United States. But it does not seem to work properly in either
the Secretariat or the many committees at the Atlantic and
European levels. It either does not exist, or is not effective
in other orxrganizations. '

Furthermore, with the exception of the EC Commission (which is
a multilateral structure with supranational characteristics),
the mechanism relies on some of the ministerial decision-making
structures of the member states. In particular, it depends upon
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the directors of political affairs of the Foreign Ministries and
upon the Defence General Staffs. This brings national divisions
to the international level.

The advantage of the summit mechanism is in the greater domestic
authority of the heads of government over all government
activity. The nomination of “personal representatives™ of the
heads of government, who use the communications network of the
Foreign Ministries, has accentuated this hierarchical structure
and, therefore, the tendency to ignore "details" and concentrate
on major political issues.

Thus, the success or failure of the process of European
integration may well depend upon the ability to develop a
Eurcopean decision-making mechanism at the middle level.

The drawbacks of strictly intergovernmental cooperation must be
emphasized. It is a foregone conclusion that there are different
national perceptions and interests; they can, however, lead to
paralysis and take advantage of alternative channels for
consultation to block all decision-making. This is the trend
underway among international institutions today.

The solution to this problem is twofold. On one hand,
institutions must be unified, on the other, the supranational
competences of a European decision-making body representing
common interests must be extended and strengthened. This is the
structure of the EC. It has proved to be quite successful, but
it is nevertheless the structure that meets the most opposition.

IX. CONCLUSIONS

European cooperation in the field of security may be achieved
in many ways and within different frameworks. The choice among
the various options will depend on political considerations and
the pressure of events.

A model of integrated European security may be constructed on
the basis of one of the following hypotheses.

A. There will be a continued presence of the US
commitment in Europe (and, therefore, an essentially
American leadership in the field of security)

B. There will no longer be an American presence in
Europe, or the US will no longer be willing to assume
a leadershlp role.

The first of these would lead to the least drastic choices
because it would essentially call for the continuation of the
existing model, while incorporating some possible changes (the
most interesting of these is the so-called European pillar of
the Atlantic Alliance}.

The second hypothesis, on the other hand, requires more complex
considerations and could lead either to a "pan-European" security
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considerations and could lead either to a "pan-European” security
model, or to a model of European integration in the field of

defence, which would not include the US. These two models remain
rather undefined {and could only become more concrete in the case
of a significant acceleration of the political and economic
processes of European integration). This would then lead to a
formalized transfer of responsibility for defence from the US to

Europe.

These two alternatives have become more complex and the choice
has become more urgent with the collapse of the political and
gsecurity system of the Warsaw Pact -- though this collapse has
contributed to increasing the security of Western Europe in the
immediate term.

At this stage, the problem is one of the relative timeframes of
the transformations underway. That is, reform in the Soviet Union
has one timeframe, while changes in Eastern Europe and in certain
"peripheral republics” of the USSR seem to be concentrated within
a different timeframe. BAs long as these differences are limited
to internal political transformations, the discrepancies between
the two timeframes can be managed relatively easily. The problem
becomes much more complex and delicate, however, when internal
transformations 1influence the broader East-West security
framework. And this brings us back to the German question.

In any scenario, the attempt is that of strengthening the ties
of the Federal Republic of Germany with Europe. In addition,
certain scenarios aim to make the European Community a more
substantial international actor, capable of taking an active
role in channelling and guiding the process of transformation
underway in the East, while guaranteeing the USSR the containment
of unilateral and destabilizing tendencies.

Significant results are bound to be obtained, given the positive
outcome of a several negotiations (particularly, CFE and START)
and the commitment to the resumption of the CSCE process
(provided for by the CSCE Summit in Paris, in November 1990).
Nevertheless, this can only be secondary to the cardinal goal of
stability, which can only be assured by a greater West European

initiative. No agreement on disarmament -- not even one which
reiterates and reinforces the general principles set out in the
Helsinki Charter of 1975 -- is capable of withstanding such

profound and radical changes in 1its political basis as those
underway in Eastern Europe (and maybe even in the USSR) in the
absence of other essential elements of stability.

In this context, the main responsibility and role of a greater
European identity within the framework of the Alliance could be
that of facilitating the achievement of a kind of specialization
of roles for the various members. This is certainly not a new
idea (e.g. it is also suggested as a long-term objective in the
Report on Burden Sharing approved by the DPC in December, 1988),
and in its most basic form recommends countries to concentrate
on particular areas of strategic interest to them and on selected
military roles in which they have a comparative advantage. This,
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of course, would require a long-term commitment to the collective
defence, since such choices could upset individual national
models of defence and are only meaningful within an integrated
model.

To date, NATO has not been able to overcome national mistrust
of greater role differentiation-- perhaps because of the
significant difference in the weights of the US and the other
allies. It could, however, be achieved among the European allies
and be extended later to the Europe-US relationship, if it were
guaranteed by the development and strengthenlng of the process
of European integration.

In any case, the process of the specialization of roles could
prove to be inevitable (or considered the "lesser evil" by even
the most ardent supporters of perfectly balanced national defence
models) for the following reasons:

1. The US will tend to reduce its forces and commitment
in Europe below the level required to continue to

~compensate for the weaknesses of every individual ally
and every single strategic front. Europeans will thus
be required to make a greater joint-effort.

2. The reduction in the available resources and
expenses allocated for defence, together with the
increase 1in investment expenditures necessary for
maintaining an appropriate level of technology, will
require individual European countries (and the United
States) to make several difficult choices that risk
upsetting current individual national defence models.

There is thus a natural synergy between the Atlantic model and

the model of European cooperatlon and integration for . the
realization of such a scenario.
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SQUTHERN EUROPE IN A CHANGING SECURITY LANDSCAPE
by Roberto Aliboni °
IAI-RAND CO. joint meeting, Rome Sept. 25-25, 1990

Towards a new security architecture in Europe

Western countries are pursuing two most urgent objectives
in reaction to sﬁéeping changes in Eastern Europe and the
USSR. First, Eastern Europe and the USSR must be helped to
accomplish their transition to political pluralism and market
economy. If this trasformation is not successfully carried
out, serious forms of destabilization will affect Eastern
Europe and the USSR and will spread to the Western countries.
Thus, the first objective is the internationai integration of
countries that had been successfully contained for more than
forty years. The second objective is the prevention of a
nationalistic evolution of the Gfeater Germany aﬁd the other
West and East European countries following the political and
security changes nowroccurring in Europe.

In order to attain these two objectives_three bolicies
are being contemplated by the Atlantic allies and the other
West Européan countries. First, the EC must be deepened and
reinforced to prevent nationglist drives in Western Europe, to
help direct the Eastern European democratic transition and to
aid economic reconstruction in both Eastern Europe and the
USSR. Second, a significant American presence must be
mantained in Europe and the Euro-American relationship must be
carefully preserved to prevent nationalist developments in
Europe, to reassure the USSR with respect to Europeén powers

and viceversa. Third, the countries formerly belonging to the



two blocs —--together with the neutral and non-aligned European

countries-- must establish a collective security framework.
This framework is identified as a "new CSCE". It would be more
or less institutionalized, but would remain strictly
intergovernmental rather than becoming multilaterally
integrated like NATO or the EC.

Though these three policies are largely shared by Western
{and even Eastern) countries in Europe, there are important
differences in emphases and visions with respect to their
final outcomes. It can be said that, by giving different
preferences and priorities to the three policies in question,
governments are envisaging two principal comprehensive
arrangements.

First, within the pan-European security framework
provided by the "new CSCE", NATO and the EC would need to be
adapted and reinforced if they are to remain the pole of
stability and orientation of the whole process underway. The
EC is expected to be deepéned at both politicai and security
levels. This reinforced EC would represent the Europeans
within NATd. In NATO and/or elsewhere, the USA and the EC will
set in motion a closer relation for sharing political and
economic decisions. In other words, the new security order
would rest on the renewal of the Euro-American relationship
and the strengthening of the EC. They would add a more
pronounced and cooperative political dimension to NATO’s
military dimension (this would be the meaning of NATO's
becoming a "more political”™ body).

Second, the new pan-European CSCE framework would suffice




in itself to perform the task of giving security to the

countries concerned, "from Vladivostok to S. Francisco". A
major role of the present Western institutions would probably
be helpful-in directing and guaranteeing the transition to
this collective pan-European security arrangement. However,
once this "new CSCE"™ were in place, the absence of a
dominating pole would be a condition for its success. In this
"scenario"” the more or less gradual enlargement of the EC to
the whole of Europe is more important than its deepening.

The key-factor in determining which arrangement will
emerge is the deepening of EC integration. There is no doubt
that the Western governments are about to renew the pan-
European CSCE process_with the aim of arriving at the first
kind of arrangement. However, if in the meantime they do not
manage to deepen the political and security levels of the EC,
NATO will become a ;more diluted" body (that is how "more
political®" is interpreted by the "new CSCE" supporters) and
the "new CSCE" arrangement will prevail beyond and despite the
will and expectations cf Western Governments.

The fnéw CSCE" vision expresses the widespread feeling
that with the collapse of the Soviet threat the military
dimension of the Western netwgrk is no longer necessary.
Consequently, NATO should either disappear or transform itself
into a "political” entity (in the sense of "diluted"), whose
main task would be that of providing the rationale for a
continued association of the North American countries to the
CSCE theater. By the same token, the necessity for a deepening

of the EC institutions from the security point of view is



opposed as it is considered senseless (or the desire of

militarist circles).

Despite the good intentions of leftist parties, Green
parties, pacifist movements, and various groups of “concerned
scientists", etc., the fundamentally insecure character of the
"new CSCE" framework is inherent in its inability to provide
the political prerequisites to security. The success of the
CSCE has been made possible by the political cohesion and the
multilateral organisation of its member countries. It was this
underlying political structure that enabled the CSCE to
succeed and not the other way round. If the “"new CSCE"” is not
sustained by an effective and integrated political entity
within it (e.g. the continued stability of the Euro-American
pole) the result will.be the familiar system of nation states,
wherein sooner or later the most powerful ones would try to
dominate the others and security would be provided by the old,
unstable policies of the "balance of power" and bilateral
*"alliances". In other words, thefe is no doubts that fhe "new
CSCE" arrangement (with which many are currently enamqured)
does not ha§9 the political prerequisites for being effective

in providing the expected security.

Southern European security and Western institutions

The implication of what has been just said is that the

[Eéstern countries --and all the other countries concerned--

[share an interest in the stability of the Western |

[institutional nétwork ds it will affect the stability of the

entire system. [This Western interest, however, is particularly




{intense for the South Europen—countries (SECs).

elonging to the Western institutional network is ofi

—

[special significance for the stability_and_identity_of_the

lSECs%{Eﬁternal security_is_not_the_only motivation]for their

participation in the network. Because of the historicall

[weakness~of "their—democratic institutions and qupgmicl

LJQQYQ;QR@QﬂtA after the Second World War first Italy, and

AN

later, Greece, Portugal and Spain looked at Egeir'membershipq

(in NATO and the EC as guarantees for overcoming their délayedT]

(development _and strgggggggigg_;hgiz;Politieg-and economieiﬂ
Even after the collapse of their old regimes, forces opposing
democracy --from Fascists and other right-wing nationalists to
Communists and other brands of leftists-- have prevented these
countries from having a regular democratic political life.

Nonetheless, {inclusion in a firm international network of |

industrial democracies_has_given the_ SECs_the_opportunity ofJ

[evolving_their own democracies without resorting to oppressive §

‘—F——_—_H.- - . .
lﬂeasures'to counter internal threats.to their stability. In

the end, their international posture has even contributed to
the democratization of the very forces opposed to it in

principle, as in the case of the Italian Communists.

[SECs_internal and external security'ﬁfiEHE"SEC§7 This was

demonstrated by the resolute way the EC countries acted to
integrate Greece, Portugal and Spain as soon as these
countries got rid of their authoritarian regimes. For the same
reasons a similar attitude is now emerging in relation to the

difficult transition from communism to democracy of the East




European countries.

With this in mind, it is understandable that the SECs

have a paramount interest in the maintenance of the solidarity

[weakéning of"theseminstitutions~would—afféct the international ]

[isgg£é£y_9j_;h§_§ﬁCs‘along with that of other Wégtern'tj
[countg;gs,_In_thebggag_gﬁ_SECs, however, may_also affect their]

|d§moqratic regimes.]There would not merely be a return to

Fascism, but one can foresee the [fé-emergence=¢f~some™ form oﬁ]

[more or less aggressive nationalism!

Another way to put the same argument is that the

Anclusion of"the~SEC5 in~ the Western community_prevents'fﬁé?
" ot e T — ! "
|f:9m feeling marginalized or isolated:. As peripheral and{

‘margiﬁﬁl‘ﬁ?'ﬁh@?‘ﬁﬁ?‘be within the™Western systeﬁ?{éften'

. ) . i — =
hothing~but—a=psycological~legacy of the_past), they are not’

@t_all _marginal internationally thanks to the status_they J

— =

(€Njoy_as_members of the Western institutionsy particularly as

members of the EC. (COnsequently, the weakening_of the Western

(system would madke™thé SECs more_marginal_than_they_may_be [ -

ItgdayJ Again,{tﬁig_marginali;@tipn.ng}@llead to frustration_Jf

[?ﬁa“ﬁiftﬁnaTi§t*§6*iciéﬁTjZI

Western Europeanfﬁaliaieqmiﬁighg_currengjprénsiEion.:] ..___.:EB>

Given this picture and assuming these interests, the

ultimate direction of Western countries is not very clear,
though officially they aim to achieve the first arrangement,
i.e. a comprehensive East-West security framework stabilized

by effective Western institutions.




To evaluate Western directions, it may be helpful to look

at Western substantive policies at the current stage, a stage
that will conclude with the German elections and unification
and that can be considered decisive for next stage, when the

European architecture will actually begin to take its shape.

Today, it is’the {Two glgg_Eonizzgggg? that is leading
the process toward the new architecture. When the announcement
was made in Ottawa in February 1990 there were protests, .
especially on behalf of Italy because only a few months
before, the two European Councils organised under the French
presidency in Paris and Strasbourg had stipulated that the EC

countries have a common role in the German unification

process. The~West European.countries_therefore-felt=excluded:.
As a matter of fact, the unification of the two Germanys
cannot be impleﬁented without the involvement of the USSR. The
main issue is the task and the future of the "Two plus Four"
formula. It may act as the liquidator in the aftermath of the
Second World War and then disappear. In coﬁtrast, it may
evolve as a sort of regional "Security Council" which would
include thé‘Greater Germany, the UK, France gnd'thé two
superpowers. Such a development (1) would be consistent with
the "new CSCE" arrangement ana would inevitably downgrade the
existing Western institutional setting to one based on nation-
states similar to that prevailing before the Second World Wwar.

A second} feature of the current phase is seen in the

(hational~foreign policies of West European countries_as )

crucial as_the_UK_and.-France.-Confronted with the drive
e )

towards German unification, both agreed in principle on the



policy of welcoming it, provided that it takes place within

the framework of Western institutions. At the same time,
however, they have shown deep mistrust toward this poliey and
acted accordingly. Strenuously opposed to any deepening of the
EC, the British government considers the linking of this
process with that’' of German unification futile and foolish. It
has overtly manifested its aversion to the unification of the
two Germanys, though in the end it felt that it was
"unavoidable to "be nice to the Germans" (2). The French
attitude is more contorted, oblique and also more alarming,
given that the special solidarity between France and the FRG
is supposed to be the centerpiece of the EC political
understanding. The French government, though officially
supporting the unification, has repeatedly acted as though it
had to contain the new Greater Germany by allying itself with
the European countries and the USSR (3). In this way it was
not only unfair fo Bonn but also to the EC, to which France
had proposed and promised to "contain" Germany Ey the |
enforcement of a stronger European integration.

Ghlrd feature is the weakness of the drl e "G“Erd_the\

.- . e

r_§trengthenlng——of the" European lntegratlonT although this

e
policy is recognized as cruc1a1 by all the countries
concerned. It may appear that this is not the case because of
the two intergovernmental conferences on monetary and
peolitical integration that are meant to start at the end of
1990. As successful as these conferences may be, what is

clearly missing among the EC members is the belief that the EC

and its deepening are central to the future architecture "from



Vladivostok to S. Francisco". This can be easily supported by

the substantive policies of France and the UK. In addition, it

is supported by the existing QEPositibﬂ'ﬁf'TEEErvations with)

cffgpectgto-%he*necessity'ﬁf'aeveiopingwawcommon'Européént)

P e T (,j____.__‘——-—".'!—--“
(;ecurlty and deéfense POllEX;

At—the~London AtYantic Council—in July 1990, Americans

————

cappeared-more innovative thHan Europeans on_ this-point,.

Bmericans envision a NATO transformed by the growing security
role the EC is expected to play within the enlarged security
system that will link East and West (4). Consequently, they
expect the EC to be reinforced by the addition of a common
defense and security policy to its institutioconal dimensions.
But such a development, when not straightly opposed, is
envisioned by the Europeans only in a very distant future
(ghis point, however, is taken up later in sections dealing
with threats coming from the South). An EC reinforced only at
the economic level will neither lead to innovations in the
Euro-American relationship within NATO, nor contribute to a
security system that is more multilateral and stable than.the
one which is promised by the "new CSCE". The EC countries risk
moving toward a "new CSCE" system not because they wish it but
because they are unwilling ta reinforce their common

institutions.

Scuthern European policies

Prospects are therefore uncertain and not very promising
for a new security architecture based on the strengthening of

the Western institutions. According to the assumptions



outlined in this paper, these prospects should be particularly

worrying for the SECs. Their present policies, particularly
those of Spain and Italy will now be considered.
What distinguishes the SECs (and, generally speaking, the

other EC members) in relation to France and the UK is &EETE

more straightforward and sinceré interest in-deepening the EC.

———— —

This objective, however, is not receiving the urgence and

priority it would deserve in relation to the other objectives

at stake. @Bg working out of a "new NATO"~and—~a—"new CSCE"~are

being—dealt with by their—diplomacies~as—if the political ]

[felevancé thése "new" bodies are~destined to acquire were)

0 separaféa from—the“future-cf=theTEC»The EC future is de-
_— 4

emphasized and detached from the other institutions that are

meant to assure European security.

. rm .
There are various reasons for thls_pgllcy.lAs in the
S — ——

other members of the EC,C?EBIE;_ppinionuin~the_SEC§:Ei§§§p

Cmajor-impértance onthé opportunity of instituitionalizing-the

cgeace‘that is" finally at "hand and cashing=~in-the—"dividends—of
——— e —— - —_ _ . — e — e ———

~

(—P€ECE" ) To this end, establishing a "new CSCE" and downgrading

the military nature of NATO to an unspecified "more political®

alliance Frée~more attractivé than the dqggggianéﬁnghe_Eg:j?ﬁﬁa

(o mention” the addition of"secirity and defenise competences).]

Governments tend to be prudent on the issue of downgrading
NATO and more skeptical about the "new CSCE". However, their
attitudes are more conservative (how to prevent integrated
military forces from simply being dismantled, how to'adapt
nuclear military doctrines, how to convince public opinion

that the USSR is still a threatening factor, etc.) than
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innovative (how to give the EC a new role within NATO and

which pan-European security system might be implemented).

Whatéver-the~governments'~attitudes, internal consénsus |
e ———— e e T - - T

(TeqUiTes tHat priority be given—to-the search for a form of ]

——— ———— -

Gecurity_like that promised by the :newFCSCEEl

. p—— T o -
This is particularly-evident.in_Italy, where prospects

for—a—~"new~ CSCE"™ give stability—to-the-government coalition
1ve stabilitl _-he-governmelt coatitlon)

e e e T

and_tg'itﬁjffffffgﬁfjﬂiﬁh:theiOPP°S£Ei°n3 A government pdlicy

overtly supporting a pan-European security system based on the
dominance of Western institutions would split the majority and
create solidarities with the opposition through the government

coalition itself and the Christian Democratic party.

ATTore Straightforward policy of the SECs,-towards-the?

cigzggggﬁégigg“grthe.Western:fﬁ§fifﬁtiﬁﬁ§:i§;also‘preveﬁtéd:by

c;he-SpgﬁIEH:EffIfude:towa?d:MA@Q; The Spanish membership in
NATO was not motivated by a shared perception of the threat
from the East, but by the necessity of integrating Spain into
the Western circle and giving the country its due .
international status. Promises about retaining full national
sovereigntf have conditioned electoral consensus on Spain’s
membership in NATO. This resulted in Spain’‘s limited
membership in the military ofganisation.[@H‘EVEIﬁfiﬁn'tbwards

h—_—"‘--__j
la_imore-goiiticgiﬂ:jin-the~sensejgﬁjg_ﬂmoreidilutedly.allianée

{(would therefore~be-Tofisistent wifﬁ‘ihg_fundamentéiiﬁpanigﬁ

(feelings~about NATOT A similar attitude could also develop in }

Fhe*Greek*deernmeqF. Again, this is not to say that Spain and

Greece will put forward a policy of downgrading NATO. Their

particular feelings about’ NATO, however, could contribute to
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giving priority to more comfortable schemes (like that of the

"new CSCE") than to the reinforcement and renewal of the
Western institutions.

The foreqoing does not constitute a common SEC position
on the changing European’ security architecture. Apart from the

cases of France ahd the UK --dominated by the problem of

asserting their national dimension-- thé policies of EC}

imembers_1n SouthéFrn EUrope atid—€lséwhere,—do-not—differ
‘h_————-u.

4

g significantly. With—some feservations, everyone—is ready—-to
e | . . e — - - Y |

—_—

CIﬁitiateAah:ggg”Q§§E1;]g?énjghgggggpgggress on_NATO and~the~EG

[is”still_uncertain and uﬁglearg What™must~beé pointed~out—here

—

(rg"h t there is,_however, a difference with respect to the])

gpécts) Krelative weakening of the ECin a European__.}

(s

@ﬁﬁﬁéng shaped by national evolutions7 “"alliance policies’”and./

Cﬁg;e or_less formalized directorates])(such as the one that may

arise from the "Two Plus Four" group) wbqu‘put'fﬁé‘S%E?zj

e

(pafticularly Italy_and Spain, in a very marginal_situati®onD

«IThe"voice" the SECs have w1thiﬁ'phg¢ECJtodayuwouIahngtfbei_?

——— | ————

N e —

(Comparable in~a~similar-pssition within a landscape marked_by]

P

C@gtiongl_gctors. Thergggg_wguldubeMtrue-ideAToéwe;gfEEEEEEgQL}

If one considers this special SEC interest in maintaining
the strength and cohesion of ﬁestern institutions, their
propensity to follow the general drive towards the "new CSCE"
kind of arrangement is not the only cause for concern. What is
perhaps more worrying is their inability or unwillingness to
promote more integrative policies within the EC. One must
recﬁgnize that the SECs and Italy in particular have carried

out a clever diplomacy within the existing initiatives for
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upgrading integration. For example, Italy played a remarkable

role in advancing the plans for implementing a European
monetary and economic union and there is no doubt that the
Italian presidency during the second semester of 1990 will do
its best to ensure the success of the two intergovernmental

conferences on the EC agenda. @s-eleuergand.effectixeﬂas#they
L J

n e

may—-be-within the~circle-of~Community_politics-..major-SECs

tgpch as Italy and Spain are weak or absent from the-circle~ofy
_and opain are weak or absent Ir - Cl

(fﬁﬁéfﬁéﬁé}nmqugl,gg}ations among the EC coré countriés? They

—

tend to feel excluded from them; nevertheless, they make no

attempt to join in. EEEEEE:EEf?an'inttiat1Vés should—not—only
arLvES Baenl Ak Y .}

[b*émﬁteg_.( ox_rejectedy

they_should~be-shared—and-—s

.
r_—

Ljﬂyggpganizedz? Given the generally recognized importance of
linking Germany to the EC in the present political stage, this
would be helpful for at least two reasons: strengthening the
linkage policy towé;ds Germany and making French policy less

oblique.

- By the same token, the French _policy_of.using_biTateral™)

- [ferations to differentiate the roles of its_EC_partners wﬁTlel

(-sharing~these-roles—should~be-rejected. '
sharing ese~roles—shou e rejec %J France_cooperates with

the UK on nuclear arms, with the FRG on East-West relations

and with Italy and Spain on the Mediterranean area. (The SECS

U

(have no_interest_in.being.compartimentalized. On the Contrary,]

e R . _
—_— ) ey r—— oy g i

jtheir interest™is~in~having all  issues reportéd at the EC ?

clevel' I this framework the imitiatives carried out by 7] o

France;—Spain-and—-Italy-with.respect _to_the Western

e —— b —— ——— i~
g ———— . R

Meditérrdanean and by—Ttaly-with~respect—to—Austria,

Gzechos&ovakia7ﬂﬂungagy*and“ﬂuggs}??iaﬁwﬁﬁﬁﬁgﬁiggegrin i
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[Eg“msgivegjjshduIa“Bé—to some extefnt “Eﬁfbpeéﬁif@&?. If they

are not, they will prove less effective and even
counterproductive in terms of Western European solidarity.

A more active intergovernmental Eurcopean policy from the
SECs could be a positive balancing act with respect to the
inevitability" and the ambiguities of the current generalized

course towards a pan-European security scheme.

Threats from the South

Things are also changing South of the European continent.
The occupation of Kuwait by Irag in August 1990 was not a
surprising development. It is guite in step with changes and
evolutions which began to emerge in thé war between Iraqg and
Iran.

It is now well known and documented (5) that the Gulf war
started an important rearmament cycle in the regions South of
Europe, particularly in the Middle East. Though nuclear
proliferation is only strongly suspected, proliferation of
important types of unconventional weapon is certain. Under the
impetus of-the Gulf war, conventional and unconventional
arms --especlally chemical weapons-- and related technologies
have been exported to an astohishing extent. Exports,

cooperation from Western industries, "new" Third World arms
producers and intelligence have lead to the spread of missile
techonologies from Iraq to Egypt and Saudi Arabia. Many
regional countries are beginning to emerge as military

industrial powers that can no longer be neglected by the West.

The only existing international agreement limiting transfers
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of missile technologies --the 1987 "Missile Technology Regime
Control"-- was not implemented effectively and was not timely
enough to prevent proliferation. Moreover, its membership
(Canada, FGR, France, Italf, Japan, UK and USA} has proved too
narrow for the agreement to work efficiently. As a result,
many countries South of Europe set up huge armaments arsenals,
enhanced their force projection capabilities and acquired a
valuable capacity for reproducing and expanding their arsenal
through their new military industries.

In order to evaluate this threat it must be considered
against its political background. The absolute level and the
composition of armaments is definitely an important
determinant of instability. However, the real determinants are
the political goals armaments are expected to serve.

The significant increase in armaments that characterizes
the Middle East accgmpanies the new nationalism that is
directing many of. the most important regional States. The
"0ld" nationalist ﬁiddle Eastern regimes failed to fulfill
their promises of welfare and dignity. All their international
strategies for asserting their-role and eliminating ;srael
failed as well. Islamic political extremism within the wider
resurgence of Islam is, amonglother things, a reaction to the
state of ‘absclute frustration that has dominated the Middle
East since the peace between Israel and Egypt. It must be
recalled that the current Islamic movement sees secular and
nationalist Middle Eastern regimes as being no less "satanic”
than Western and Communist regimes.

The "new" nationalist Arab regimes are now emerging from
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a victory against this mortal Islamic enemy. Irag fought alcne
in what in fact amounted to a war of all the Arabs against the
Iranians and of all the secular and Fmodernizing" nationalist
forces against the Islamic nationalist forces inspired by
Khomeinism. Victory over KﬁOmeinism, however, is not a victory
over Islamic extremism and its causes. Nationalist regimes,
though victorious against the Isiamic threat, must take up two
unresolved challenges: on one hand, the modernization that the
"0ld" nationalist regimes were unable to deliver; on the other
hand, the international assertion that is invoked by both
islamic and secular nationalist movements. The survival of the
"new" nationalist regimes is linked to their ability to
deliver modernization, welfare and the greater international
status that is claimed‘by the cultural self-perception of
Muslims (in relation to that enjoyed by Christians and Jews).
For these reasons tﬁe new nationalist states of the Middle
East are more efficient, more assertive and more aggressive.
Much more than the "old" nationalist Middle Eastern regimes,
they look like the warring nation-states that constituted
Europe befére the Second World War.

It is evident that the rise of armaments in the hands of
these states is not only danéerous in itself, but it is also
dangerous because of the inherent factors of frustration that
are shaping their political aims and feeding their aggressive
nature. It is dangerous because it will increase their
potential for agression against the Western countries. It is
dangerous because.it will increase conflicts within the region

and these conflicts will involve Western interests (like oil,
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strategic access, etc.) and lead to instability well beyond

the region in itself. Finally, it is dangerous because it may
bring about obstacles and delays to East-West détente.

What is the impact of the current East-West détente on
this environment? The situation appears more ambiguous than
generally expected.

Changes in Eastern Europe and the USSR are bringing
about for a number of Middle Eastern Governments and groups
the end of easy military deliveries, facilities and covert
support (as in the case of terroristic groups). All of them
realize the end of the possibility of exploiting the East-
West conflict for their own purposes. The linkage between
regional crises and the East-West dimension is definitely
weakening. This means that risks of "globalization" inherent
in Middle Eastern crises are diminishing. This diminishing
risk of conflict globalization, however, is more beneficial to
the security of Western and Eastefﬁ countries than to regional
stability (though the impact of a decreasing military support
within the East-West framework should not be overlooked).
Unless a stfingent regional security framework is put in place
by the countries concerned, the end of the stability assured
by the East-West framework wiil transform into an increased
regional instability.

Changes in Eastern Europe and the USSR may give rise to
other kinds of difficulties as well. Developments such as the
rapprochement between Israel and USSR, the re-establishment of
full relations betweenrthe Eastern European countries and

Israel and the new Soviet policy in relation to the Jewish
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migration in Israel have been resented in the Middle East,

particularly by the Arabs, as a strategic turnabout. These
changes are seen by the Middle East eyes as a process of deep-
seated cultural convergence between West and East which would
isolate the Middle East and make its goals --beginning with
Palestine-- more difficult and unheeded. This kind of paranoid
reaction could turn any likely East-West cooperation in
defusing regional crises into a negative factor because it
would be seen as a coalition against local interests (rather
than as the usual mechanism for reciprocal assurances of the
contenders). Most of all, it would reinforce frustration and
feelings of being "dropped" and would stir countervaling
nationalist reactions. As a result, it could be exploited by
emerging "new" nationalist forces, aé is already clear today
in the rhetoric and behaviour of Mr. Saddam Hussein.
Similarly, it could encourage and facilitatelthe coalescing of
Islamic and nationalist forces.

Instabilities resulting from these developments will not
remain limited to the region. Because of existing inter-
regional ties, they will spill into Europe as well. In
addition to Islam, "new" natiocnalism could increase the
assertive mood of the Islamic communities in Western European
countries such as the UK, France and Germany. There could be
more cases like the "Rushdie affair”. In any event, the
management of inter-community relations within European
countries could become more difficult an; painful.

To conclude the assesément of the threat coming from the

South, economic and social factors must be considered. As it

18



is well known, there is a growing demographic imbalance in the
Mediterranean basin, even including countries (like Turkey,
Algeria, Morocco and Tunisia) with special relations with the
EC. Coupled with persistent differentials in relation to
income growth, this demographic differential is expected to
create growing pressure for migrations to Europe from the
countries lying at its Southern approaches. Migraants are
expected to increase the number of Islamic communities and
consequently to exacerbate the social and political problems
related to inter-community relations within the EC itself.
Even in the absence of migration, there is no doubt that
underdevelopment is an important factor in both the rise of
Islam and nationalistic assertiveness. Economic, social,
political and military factors are therefore coalescing in
creating a threat, whose management looks very delicate and
difficult and requires the deployment of iﬁportant instruments
of economic, social and cultural cooperation in an environment
that is growingly hostile and intricate. Edonomic cooperation
policies presently conducted by Western countries are not
sufficiently effective. They are becoming part of a vicious
circle, whereby their failure downgrades political conditions
in the countries concerned. Iﬁ turn, this downgrading makes
the goals of policies and their implementation increasingly

difficult (6).

The West and threats coming from the South

The impact of East-West détente on Western security out

of the NATO area needs to be considered from another angle as
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well. What is the impact of a weakening (if not waning) East-
West constraint on the role of the West in regional crises? Is
the Western role diminishing or increasing? And what could be
the impact of this new role on the current reshaping of the
Western ‘institutions?

As previously indicated, the risk of "globalization™
inherent in Middle Eastern crises is weakening with the
weakening of the linkage between regional crises and the East-
West dimension. However, the decrease in the East-West
dimension of the regional crises is being compensated by the
increased impact of the local dimension ("new” nationalism,
Islam, and the developments examined in the previous section).
This increased regional instability will bring about an
accentuated "internazionalization" of regional crises (a
process distinct from "globalization"). The conseguence will
be that the WesternhCOuntriés and the USA will be increasingly
called in to provide stability, with the USSR assuming a low
profile. For the West the evolution of such a.new regional
framework implies major political exposure and a strong
increase in the incidence_of th;eats coming from the South.

This has been the case with the Irag-Kuwait crisis. This
crisis has demonstrated that Eecause of instability South of
Europe there are some limits southward to Western policies of
withdrawing and disarmament now being negotiated- and
implemented on an East-West axis. The USA cannot simply
neglect regional crises in the Middle East and will continue
to feel obliged to intervene, especially in the Middle East.

In this perspective, threats from the South may have an
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important role in the reshaping of Western security

institutions that is taking place along East-West lines. A
stronger Wesf European solidarity --expressed by the inclusion
of security in the deepening of the EC-- would allow for two
favourable, not mutually exclusive, developments. First, the
Europeans would be able to handle regicnal crises themselves,
without the necessity for an American leadership to coordinate
multi-national interventions. Second, a European integrated
military pole would make it easier for NATO to be adapted to
intervene in what is presently out of its area. This kind of
evolution would therefore facilitate efforts directed at
reinforcing Western institutions within the reshaping that is
taking place as a result of East-West changes.

The possibility of adapting NATO to the new security
environment by including "out-of-area” operations in its scope
was hinted at during the July 1990 Atlantic Council in London.
This would be achieved by setting up special multinational
forces on-call, characterized by high mobility. A‘similar idea
aired by.the Secretary-General of the WEU, though in reference
to Europeaﬁ deployments, cou%d be redirected and expaqded to
create a European solidarity for the same purpose.

In the absence of integfative European developments in
security, it will be difficult for the USA to decrease its
role in the Middle East significantly. It may be that their
presence in the Mediterranean will be decreased by holding
ships on call in the Atlantic, so that they could move to the
Mediterranean and the Middle East as soon as needed (7).

However, any major crisis in the Middle East would require
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facilities and agreements with the SECs to move troops and

materiel. Basing in the SECs is already a thorny issue today
{8). It will not be easier in the framework of weakening
Western institutional solidarity that is implicit in the
developments in question. In any case, the European inability
to make an effective contribution in defusing crises in the
Middle East would cont?ibute to the estrangement of the USA
from the European theater as well. All these developments
would be consistent with a "new CSCE" scenario within the
East-West framework.

When taking account of these considerations, threats from
the South appear well linked to the rearrangement of Western
security institutions. It is not just a way to substitute the

waning threat from the Communist world in order to restore

NATO's raison d’'étre. Threat from the South is a real issue
within the framewofk of Buro-American relations destined to

enter the next Western security equation.

Threats from the South and Southern Europe

In’thé eighties the balancg between threats from_the East
and from the South in the South European area has
progressively changed, with that from the South having more
lweight. In the numerous conflicts that arose in the regions
South of Western Europe, the reduction of East-West factors
with respect to local and regicnal factors has become
increasingly evident. Western perceptions changed accordingly
and the addition to NATO and the EC of a country like Spain,

historically emphasizing threats from its Southern approaches,
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has contributed to this trend.

In relation to this growing threat from out of the NATO
area, W&st™E

uropean—countries~have-rejected-USA-requests~aimed
———

(at enlarging the taské“owaA?Ovbeyond-its-present:::::7
_-—‘—_—_—'—-!—.—__
{jurisdiction, sGras~to—include~threats—from-the—South—in ?

faddition_to Warsaw Pactthréats™t

G the NATO Southern Flank]

(9). At_the same time, despite agreements_in_principle ]
——— e T T = Kot

E@?l@cted-in-the-%QB?—“?iatf

[e]

—_—— ——

¥M_ on_EBuropean-Security"~approved

tiﬁ'f987'5?‘tH€'WEU'€ounci&:gﬁ:ﬂiﬁiEtersT—there‘wereina

(?gbstan%ive_denelogggﬂggzwithiﬁ:ﬁﬁé:WEEf:E

uropean—institutions

Gﬁnc1g§ing_the,WEUTZEC:aﬁd:EPCT:in:rgiation:to:thérﬁﬂvancement

Sf—a~cofMfion-responsibility-in-the-field-of~security=—and-
~COn P Y Y

cg@ﬁense} It must be noted that France and Italy --two major
countries on the Southern rim of Western Europe-- at the time

of the multi~national intervention in the Gulf in 1987-88

opposed a more integrative evolution of the West European

forces at sea.

(fhe~consequence—ofythis evolution in relation to the

~

management of the threat from the South (has been that™on~a)

number~of~occasions~the—~USAac

tea"iN_the Southern theater by

(using‘bases-andﬁﬁorees-more*or‘Iéss i

nfE@?Et@d*into*NATO}
(according to-their~own~iAterests and decisions, i.e. by
changing "hats".{Egcau%é‘bf*the-increase-in-the-USAwmiss

ions]

qg;ionai&ywopefated;againstmthreatsffromwthe-South-and*the——]

o

@bsenCé of-any-collective-development—on—Europe

GS‘E Cs—have™

an siaé'fﬁgj

been—involved-on-a~bilateral-basis—-by—the-American

activism _in_the Mediterranean and'thewne&ghbourtng*gggrbnsg

—

ﬁgﬁis“iﬁvélvement'has ¢reated-conflicts-between the_USA-and-the
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égggi_which,haye_been-isolated_ii.e. "singularizedX)._ from:j

other allies_in these confligi%i]

What could be the impact of current changes in East-West

and Euro-American relations on this situation?

If~a~"hew CSCE" sctenario~ were-toﬂprevallﬁmtheﬂgeneralq

‘—-_----_______-—--———_._ [ . .

( kenlng—of*the Weéstern lnstifﬁtiﬁnal cohe51on—1nﬁa-50uth?§n

Cenv1ronment marked by grow1ng threats-would*iead‘to*thé‘j

_——— Ut —

Fccentuation of currentwtendenc1es—toward'“bllaterallsm“—]

T T T T T T T T e o L g ——— o e

e ——— T e
between the SECs_and the USA The new environment would be

e ——

characterized by natlonal“tendenc1es in the SECs --as

everywhere in Europe-- and, as we have already argued, by a

likely necessity for the USA and other Western powers to

intervene in the Middle East. Interventlon would"be on a’j

mostly_iﬂgiziSEEE:Pr'multl natioﬂgr“b351s (i-é " outside an_ 7}

———— e _—

[lgtegrated“*”lltary organlsatlonj—-Thls would reinforce” )

e ——

C“bilaféfEIism" bétween USA --and possibly_ other. Western]

- - ——

C:powérs—— and the_ SE Cs.|W1thﬁﬁt azmultilateral—arrangement,_the,
tﬁﬁmbination:of:growing:thréats-iﬁ:ﬁhe—Séﬁthern:regions:w;thn
A

wnore assertive,—nationalist SECs_» w111 lncrease _the_. likeldhood

QE:COnflicts-among:the:SECS_and‘w¢thutﬁ€:USA and*would“maig::
cnatlonal1sm:lE:EEE:§ES§Pizfgﬂggﬁﬂ
An evolution towards the strengthening of Western
institutions would have a different result, especially if such
a strengthening were substantiated by new institutional
solidarities for operating jointly in the "out-of-area" (see
previous section}).

This would be of extreme importance from the point of

view of the SECs. To what we have already said when talking
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about the impact of threats from the South on Western

institutions, one has to add that {both NATOJandbfﬁé.ECgarem_]

e et e T — e
(definitely givifig Mo¥e weight tO Eastern Europe and the USSR

i T * .
than to SbﬁfﬁEEE areas. Despite the EC countries agreement on

the implementation of concentric circles around the EC core
involving EFTA, Mediterranean and Eastern European countries,
the risk of imbalances in the external relations of the EC as
a result of the German unification cannot be ruled out. @;]

E§E§EEE£EEi?n*On“the‘Eést”wouldwnot*be‘a‘good“pollcy for the )}

e T T T e e P S

kg
CEC-afidfor-the West—in genéral. gt would definitely-by

‘damaglngﬂtO'the‘SECEu Damage5+weuldﬂnot~be caused by t thelr

ngifffziexposur*”td"thr*(ts comlngwfrom*the South in

comparison to their partners --the Northern and Central
European countries are as exposed as the SECs, whether the
threat comes from instability in the Southern regions or from
Islamic communities abroad. And, as in the past, SECs will

intervene to withstand threats coming from the South. {Rather,

it the™e eXClu51on of*fhe South 1 fromfthe Western multilateral ]

5potlon of~security_would put_the SECs. back to tHE‘SLtuatlon of

(Lgingularlzatlon“ prev10usly méHEIBEEE)lEe they wou}d be less]

integrated”in the Western networkl_poteanEIly_mg;gipgligp_;f)

and_vulnerableﬁto-natlonallst—tendenqigizizj

—————

When talking about changes in the East-West dimension,

4‘—_——_'_-_-_'__-'.___.-_‘_1
the conclusion was thatrSEégﬂﬁgve .a part_ cular .interest in. the

malntenance of—stability-in. thewWesternrlnstltutlonal"etwork
———'_'__‘—‘—-—_.______,,__ ———-——J

This conclusion is confirmed by the discussion on threats

coming from the South. In relation to the latter, however,

{what_is also-of~inmterest—to thWe SECS_is thit the Southern ]
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] -y ey

@ﬁi@nﬁiﬁn'be firmlyrlncluded inthe mew notion of security
rrgnsLon 22 22T

That—is meant to sustain-the—reshiaping of "the Western }

I'-I—-—---:-\-—-..___ _ ‘-“_'—'____‘.—’\
institutional network.
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BEYOND REGIONAL APPROACHES TO NAVAL ARMS CONTROL

James L. Lacy

Interest in naval limitations in the Mediterranean has a
rich, fractious and, for the most part, unrequited history.
Typically, the aim of proponents has been to impose some form of
regional arrangement for the- control of naval operations. Such
regional approaches have sometimes been expressed in terms\of
Mediterranean security per se; scmetimes, in terms of East-West
issues: only; other times as a subset of pan-Eurcpean confidence-
building and arms reduction. '

The record is spotty. Greece and Turkey, and Turkey and the
Soviet Union, signed naval protocols in 1%30 and 1931,
respectively, but these were limited bilateral arrangements for
exchanges of information on prospective changes in nawval
inventories. The Montreux Convention of 1936, long since
technically expired, is still generally adhered to, but it is a
distinctive arrangement with a distinctive history covering a very
distinctive cémbination of straits, inland waters and adjacent
land area.l

The other regional arrangement of the interwar periocd, the
"International Agreement for Collective Measures against
Piractical Attacks in the Mediterranean," was essentially
stillborn. Signed at Nyon, France on September 14, 1837 by,
Britain, Bulgaria, Egypt, France, Greece, Rumania, the Soviet
Union, Turkey, and Yugoslavia, the agreement sought to restrict
the deployment of submarines in the Mediterranean by barring them

except in specified areas for naval exercises, or when their

lThe Montreux Agreement was the last in a series of
international arrangements beginning with the Paris Peace Treaty
of 1856 to regulate non-littoral naval presence in the Turkish
Straits and the Black Sea. The history is discussed in a
forthcoming RAND Note by the auwthor: Naval Arms Contrecl: . The
Backdrop of History, N-3120-USDP, August 1990, '
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transit was.annoﬁnced in advance and they were accompanied by a
surface ship, and authorized Britain and France to enforce the -
ban, including the right to attack submarines found submerged in
prohibited zones. Neither country saw fit to exercise its attack
authority, however (despite frequent contacts with violating
submarines) and the agreement lapsed, virtually unnoticed, at the
outbreak of‘World War IT .

Much has been proposed, but little has been'agreed te in the
postwar period.? The most prominent, éertainly the most
persistent and contentious, of the postwar propesals have been of

two general-types:

. redﬁction and/or elimination of the presence and
deployments of (especially, if not exclusively non-
littoral) naval forces in the Mediterranean, and

. "denuclearization™ of the Mediterranean region and

adjacent areas. .

For much of the postwar period, these propositions wers
framed chiefly in Easf-West, Cold War terms. Apart from the
Soviet eskadra, all of the significant navies in the Mediterranean
belong to NATO. Unable to compete with Western demination in the
Mediterranean in political and military terms (in its best days,
the Soviet eskadra's chief function was to inflict maximum damage

on Western forces before being annihilated), the Soviet Union was
the chief critic of Western naval presence and the principal

proponent of measures to rid the area of Western naval‘power.3

ZA noteworthy exception is the "Incidents at Sea" agreement
signed by Greece and Turkey in 1986.

3The Soviet Union first proposed a Soviet-U.S. negotiation
for naval disengagement in the Mediterranean in 1957. 1In 1959,
the Soviet Union and Albania joined in a proposal for a nuclear-
free Adriatic and Balkans. In 1963, the Soviet Union formally
proposed to the United States a negotiation for a "nuclear-free
zone" to encompass all of the Mediterranean. Similar types of
proposals and appeals have formed a regular part ¢f Soviet public
diplomacy in years following. The history is recounted in a
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More recently, within the context of the Conference on

Security and Cooperation in Europe {CSCE), attention has been

- focused on more limited naval "confidence-building" measures such

as advance notification of exercises and deployments, size,
duration and location limitations on naval maneuvers, and
international observation of activities at sea. The propositions
(which would cover all or part of the Maditerranean) have become a
majof point of contention between Moscow and ﬁATO. The Soviet
Union, not without sympathetic support from neutral and non-
aligned CSCE participants and also some N#TO members, has arcgued
that it is strategically one-sided and fundamentally unfair to
reduce and regulate ground and air forces in Europe while leaving,
as the West insists, naval forces and operatioﬁs almost entirely
outside the framework of negotiations.

still, there-hasralways been more to the interest than East-
West issues. For centuries, the nation that has controlled the
Mediﬁerranean's sea routes has dominated the region. In the
nineteenth century, naval supremacy passed for the first time to a
non-littoral country, Britain. It has never passed back. In
naval terms, the Mediterranean is a strikingly busy place.
Counting only the assets of the United States, the Soviet Union
and their respective allies, in an average month four aircraft
carriers, more than 80 tactical submarines, fifteen cruisers and
battleships, about 160 destrovers and frigates, and about fifteen
amphibious ships ply its waters. Not surprisingly, ridding the
area of non-littoral naval forces has long, though never
unanimously, struck a sympathetic chord among a number of the
littoral states of the region. The "Declaration on Security and
Co-Operation in the Mediterranean,™ adopted by the Mediterranean

Members ¢0f the Non-Aligned Movement at Valetta in 1984, is one in

a long line of appeals, propasals and complaints with much the

same theme:

forthcoming RAND Note by the author: The Baroque Debate: Public
Diplomacy and Naval Arms Control, 1986-1989, N-3121-USDP, August
1890.




[F]reedom of the high seas in a- closed sea like the
Mediterranean should be exercised scrupulously and
exclusively for the purposes c¢f peace[;]. . . naval
deployment, particularly by States outside the region,
that. directly or indirectly threaten the interests of
non-aligned Mediterranean members should be excluded.

BETWEEN WORLDS.

One difficulty in applying regionél arms control appreoaches
to the Mediterranean is that the region itself straddles worlds.
Stretching some 2500 miles from Gibraltar to Beirut, averaging 500
miles in width north-to-south, the~Mediterranean is both European
and non-European. It is European because it forms the southern
strategical flank of NATO-—-through which NATC's southern region
would be supplied and reinforced in a major war, from which the
West might attack the Soviet-Union's flanks, and through which,
more generally, much of Europe's oil is transported. Yet, the
Mediterranean is also the meeting point of three continents--
Eurcpe, Africa and Asia--and serves (along with the Red Sea) as an
intercontinental inle; providing a major line of communicatioﬁ
between the Atlantic,ﬁnd Indian Cceans. The region itself has a
population in excess of 300 million. Gecgraphically, Rome is
closer to Tripolil than it is to Paris, and Marseilles closer to
Algiers than to Brussels.

From a European, CSCE, perspective, Mediterranean security is
an appreopriate subset of European security, the Helsinki process
should be fully applied to the region, and naval activities in the
Mediterranean should be regulated in the same fashion as
activities in the Baltic or the Norwegian Sea. Such views are
firmly ingrained in the CSCE's history and thinking--as true of
the West as of the East and the neutral and non-aligned (NNA)
part}cipants. The West opposes extension of CSCE confidence-
building beyond water's edge, but it dces so across the board, not

with any particular exception for the Mediterranean in mind.
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A different, recent, and tentatively formed view, sees little
logic. in atﬁempting to transfer an essentially central and
northern European approach to the south, and argues for a
parallel, distinctively Mediterranean, conception: a CSCE for the

Mediterranean (a "CSCM"), with its own variant of the Helsinki Act '

north~south as well as east-west in content and configuration..

There is no question about the troublesomely distinctive cast
of Mediterranean security problems, To a familiar list--Turkey's
long-standing disputes with Syria and Iraq, the endless Lebanese
crises, the seemingly implacable Palestinian and Arab-Israeli
problems, renegadism on the part of Libya, military and
demographic problems emanating from the Magreb, north-south issues
of immigration, wealth and trade policy--recent liberzation of the
Balkan countries is likely to add a complicating, potentially
destabilizing factor. Greece, for example, which has always felt
threatened by Turkev, will now have to cope with an emerging
nationalist Bulgaria and gro&ing instability in Yugoslaviawl
Whatever comes of the present érisis_in the Persian Gulf, it
almost certainly will have a destablizing effect on a number of
Arab governments.

Yet, if the distinctive cast of the region's security
concerns argues for a CSCM-type appreoach, the same constellation
of regional enmities wirtually guarantees that any such initiative
would almost invariably founder. Either membership would be so
limited as to be practically meaningless, or so conteantious as to
be parﬁlyzing. (On this count, it is useful to recall that it
took thirty years to get from World War II to the Helsinki Final
Act and another fifteen to get to the present rounds of

conventional force negotiations in Vienna.)

REGIONAL CONSTRAINTS, GLCBAL FORCES
Regional approaches to naval arms control have other
limitations. For one thing, it is strategically myopic to

consider naval constraints without regard to overall regiohal
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military balances. The time when naval power could be équated
with the number of ships amassed in a given sea area, without
reference to military assets onm land, has long since passed.
"Non-naval" states have-developed or acquired potent capabilities
to project poﬁer onto the seas and defend against power projected
from the sea. Regional arrangements that do not take full account
of all‘military forces acting within a given maritime theater--
itself a mind-numbing prospect--risk being more unbalancing than
balancing.

Even if this could be overcome, regional militarv balances
are ﬁot the same as regiona; political balances. Naval forces, in
the phrase of Jochan Jorgen Holst, Norway's recent defense
minister, "cast political shadows before them particularly onto
the shores of the littoral states." Since the dependence of
nations on supplieé by sea wvaries considerably, "symmetric
limitations on access to particular oceans could have asymmetrical
political effects.” Confidence-building through naval constraints
invariably begs a key question: confidence on whose part? For a
Libya or Iraqg, the offshore'présence of U.S. naval forces would
not be: a warmly greeted turn of events; £for a Saudi Arabia or
Israel, such a naval presence would be itself confidence- and
security-building.

Regional arrangements inveolving naval forces may be more
unbalancing than balancing in another sense as well. Precisely
because the larger blue-water navies constitute mobile military
capabilities, they never disappear for good from any region. At
times of acute crisis (when presumably cbserving the niceties of
preexisting arrangements will not be the priority interest), naval
forces can be reinserted in areas from which they have once been
removed normally quicker and in quicker mass than ground forces
and land-based air forces.

There is also a hazy, fragile line between regiconal arms
control arrangements to constrain naval movements and operations
and the general law of the sea. Where one leaves off and the

other begins is indeterminate. Yet, in the face ¢f creeping
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jurisdictionalism—--the tendency on the part of a number of ¢oastal
states to identify their security and territorial interests beyond
the 12-mile limit--the risk of setting unhappy precedents is a

concern not comfortably dismissed.

GLOBAL ALTERNATMS _

. A different approach--one that fell out of fawvor after the
1930s--would focus on naval inventories rather than on missions
and operations, and would be: global rather than regional in scope.
if regional naval confidence-building measures speak primarily to
the why, what, wherg, and when of naval operations, stfuctural
approaches would be aimed directly at ultimate naval capabilities.
The multi-mission character of most naval forces makes complicated
any global approach. In the East-West context, however, there are
two aspects of naval power that largely exist almost entirely in
East-West terms. These are the large attack submarine inventories
of East and West, and the presence of hon-strategic nuclear

weapons on naval vessels.

THE ATTACK SUBMARINE \ .

A cursory look aﬁ the world's attack submarine inventories
suggests the potential. There are slightly over 700 general
purpose attack submarines in active service around the globe.

This does not include submarines in reserve (approximately 120
more}, midget submarines (perhaps two to three dozen in military
use), or research, rescue and limited purpose training boats. It
also does not include the fleet ballistic missile submarines
(SSBNs) of the five acknowledged nuclear powers. Notably, two-
thirdé of the global total in active service (and 92 percent of
the attack submarihes in reserve status) are in the inventories of
3ix countries-the Soviet Union, the United States, China, Britain,
France, and India--and fully one-half of the active total is in
the inventories of two: the Soviet Union and the United States

{(Fig. 1)
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Nuclear/Diesel-Electric Propulsion

Total SSGN SSN SSG. SS
Soviet Union(b) 267(57) 50 81 16 120(57)
United States $6 - 96 - -
China (PRC) 61(50) - 4 1 56(50)
Britain 28 ' - 17 - 1
India  15(4) - 1 - 14 (4)
France 13 - 4. - 9
TOTAL  480. .
‘Diesel-Electric Only
Albania 2(1) Denmark 7 N.Korea 22 Romania 1
Algeria 2 Ecuador 2 S. Korea 6 S. Africa 3
Argentina 4 Eg;@t 6(6) Libya 6 Spain 8
Australia 6 W. Getmany 24 Netherlands 5(1}) Sweden 12
Brazil 5(1) Greece 10 Norway " Syria 3
Canada 3 Indonesia 2(1) Pakistan 6 Taiwan 4
Chile 4  lsrael 3 Peru. 11 Turkey 15
Columbia 2 Italy 10 Poland 3 Venezuela 3
Cuba 3  Japan 14 (1) Portugal 3 Yugoslavia §
' , TOTAL 236

Source: Compiled from Jane's Fighting Ships 1990-81 (1890),

{8) Numbers In parsnthesis rafer to submarines In resarve of training status with some patential for combat/patrol uss,
(b} The Soviet Union atsa has 13 S3ENs [n active Inveriory with missliss baing ramoved,

Fig. 1;-The World’s Attack Submarines ({Actiwve): 1990

In numbers, cost and strategic significance, the attack
submarine forms a sub%tantial part of the superpowers' naval
arsenals. The Soviet:general purpcse sukbmarine force accounts for
more than half of the:total tonnage of the Soviet fleet. The U.S.
force, only one~third the size of the Soviet force, is.
nevertheless one-and-one-half times the size ¢f the next largest
(China's), and three-and-a-half times the size of the force after
that (Britain's). 7
When one includes the full range of systems, platforms and weapons
devoted by each side to antisubmarine warfa-e (ASW)=--under the
sea, on it, above it, and on land--the cost of dealing with these
submarine numbers, while difficult to calculate, is anything but

modest.? Tt would not exaggerate to estimate that up to 75

4Tn addition to its own hunter-killer submarines, NATO's ASW
includes passive detection systems (e.g., S08US}, air assets
{(Maritime Patrol Aircraft, ASW helicopters}, dedicated ASW vessels
{(Destroyers, corvettes) and ASW capabilities in multifunctional
vessels.
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percent of NATQ's aggregate naval defense expenditures involve ASW
in one form or another. ' '

Important in this regard, we are long past the time when
attack submarines performed the comparatively modest strategic
missions of sea denial and sea control. Soviet and Western attack
submarines pose multiple kinds of threats (Figure 2). Both
submarine forces havé land-attack as well as anti-shipping and ASW
capabilities, and both have considerable non-strategic nuclear
means. The Soviet zttack submarine force is one of the two
principal threats that Soviet naval forces pose to U.S. SSBN3 and
to NATO (land-based naval aviation, or SNA, is the other). By the
same token, the possibility of U.S5. SSNs attacking and
neutralizing the Soviet. $SBN strategic retaliatory force in the
early stages of a major conflict ranks, along with direct nuclear
strikes against Soviet territory, as a primary Soviet stiétegic
concern. Indeed, becauge both attack submarine forces are
nuélear-equipped and pcse threats to the other's 5SBNs, sharp

lines cannot b2 drawn between these forces and strategic nuclear

forces.
= Historical ’ .
— Sea denial (anti-shipping
— Sea control (hunter-killer;
« Current ' :
- - — Soviet Union - Non-Soviet Warsaw Pact
« SSBN bastion protection "~ scostal defense
»anti-SLOC = "brown water” offensive
+ anti-battle group operations
= land attack %wclear)
= anti-U.S. $SBN
=-U.s, ) -~ Non-U.S.-NATO
+ CVBG prataction » coastal defense
+ barrier defense » "brown water” hunter-killer
= hunter-killer - open ocean ASW

-, ressure on Soviet SSBNs
« land attack
(nuclear-conventional)

+ Limited Utility in non East-West
contingencies

Fig. 2--Attack Submarines: Functions, Missions
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The submarine largely excludes itself from confidence-
building arrangements built on presence limitations and
operational constraints because verification in most circumstances
is impossible. Yet, it is one of the few constituent'eiements of
the major-power navies that logically might £it within East-West
arms. control as we look ahead. Most other assets of the major
fleets {be gheﬁ carriers, frigates, minesweepers or maritime air)
are multi-mission, multi-functional, and serve national political
and military goals considerably beyond East-West security
concerns. Not so the attack submarine! In their numbers and
technical sophistication, Soviet, U.S. and NATQ attack submarines
are rationalized almost entirely in East-West terms. The
submarine is not wholly irrelevant in crisis management involving
naval presence and power projection, but it has limited utility in
non-East-West contingencies.

A global approach might accordingly invelve, in the first
instanée, a steep bilateral, Soviet/U.$. reduction to a more-or-
less commeon ceiling in attack submarine numbers. Submarines
{(other than SSBNs) ini;urrent inventories that exceed this ceiling
would be effectively eliminate--through sinking, dismantling, or
otherwise rendering permanently and verifiably inoperable. No
qualitative constraints would need to be imposed; no other ASW
assets would be directly affected.

In reducing attack submarine inventories, the aim would be to
arrive at a reduced level at which both forces have a more

defensive orientation. That 1is:

’ The Soviets would still be left with sufficient numbers
for protection of SSBNs bastions, but reduced ability to
break through chokepoints for seailine (SLOC)
interdiction. L

. U.S. residual forces woulanétill be able to protect
carrier battle groups and other surface assets, and {with
allies) maintain chokepoints, but with the West's threat

to bastioned Soviet SSBNs reduced.




Both forces would still have considerable numbers and

capabilities to meet third-party challenges and threats in the
future.

The precise number at which this equilibrium lies is
appropriately debatable, but it surely less by a considerable
margin than the size of the current U.S. force. Within or
accompanying such a bilateral ceiling, there would no doubt be
need to compensate the Soviets for some attack submarines in
Western and friendly hands. This would not be unprecedented (In
SALT the two side§ agreed to an uneven ceiling to compensate the
Soviets for British and French strategic systems), nor would it
need to'be extensive. Much of NATO's, indeea_ﬁuch of the world's,
submarine holdings are really not relevant, and would be properly
excluded from the calculation. These are essentially "brown-
water" and coastal in capability--bothersome only to the extent
that one is intruding in or near their national waters..

Whatever the agreed ceiling, each country could retain,
modernize and repléce:its best submarines. The vast array of
other. ASW assets woula be left to gravitate to their own new
levels. To hedge against possible future growth (or reductions)
in attack submarines of non-parties, two kinds of "adjustment”
provisions might be incorporated. To the extent that the agreed
ceiling compensated the Soviets for submarine holdings of third
parties, and these éountries subsequently reduced their holdings,
the Soviet Union would be required to make a compensating downward
adjustment as well. By the same token, both countries would
retain, through escape clauses, flexibility to build beyond the
ceiling, with advance notice to the other, in the event of
significant increases in relevant third-party inventories.

Whereas confidence-building measures are almost invariably
-regional in definition and impact, the proposition would be global
in terms and effect. Unlike regiconal limitations on presence and
movements, which always risk setting unhapcy precedents for long-

term freedom of navigation, such potential entanglements with the
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law of the sea would be avoided. Confined to numerical limits on
platforms, the proposition is relatively simple and verifiable,.
Cne can monitor the destruction and fairly easily detect attempts
at the covert construction of submarine platforms. Different from
most arms control, the proposition holds promise of near-term and
longer—-term cost-avoidances and saving in military expenditures.
If a major obstacle in much naval arms control is that "like does
not'fight like,™ this would be a case of negotiating "like for

Iike.™

NON-STRATEGIC NUCLEAR ORDNANCE

Any such reduction, even with compensation for other.
submarine holdings, would require a substantially larger cut by
the Soviets than the United States. Coupling an attack submarine
reduction with a bilateral agreement to-reﬁove all non-strategic
nuclear ordnance from the suzface fleets ¢f the two countries
would serve to balance the proposition. It would reduce the
principal threat posed by U.S. carriers=--carrier aircraft with
nuclear capability—-an& go a long way toward reducing the size of
the threat posed by U.S. nuclear-armed land-attack cruise missiles
(TLAM-N}. Focused on ordnance instead of delivery systems, it
would leave the conventional TLAM unaffected (a point of
considerable importaﬁce to the United States); geared to the
removal of all nuclear weaponry on the two sides' surface fleets,
it would be easier to wverify than regimes that would seek to
remove some but not all types of nuclear czdnance. It would not
affect the anti-fleet nuclear capabilities of SNA (the Backfire)--
chiefly because of difficulties in verification in this area--but
it would strive for sea-based nuclear deterrent against SNA
strikes on the U.S. surface fleet by retaining TLAM-N in the U.S.
SSN force. (Important in this regard, the numbers cf SSN

platforms would be raduced at the same time).




A LIMITED SET QF OPTIONS

If one thinks hard about naval arms control, the realistic
and genuinely useful options are fairly limited. Presence
limitations and operational constraints essentially draw lines in
the oceans—-congenial perhaps in times when relations are good, but
risky to ever be relied upon in times of tension. Lines drawn in
péacetime are lines easily crossed in crises. Strivihg for
regional balances is. enormously difficult in any part of the
world--least of all a so richly complicated area like the:
Mediterranean. The regional impact of the kinds of bilateral
global approaches sketched-above is difficult to assess. The
Soviet submarine, anti-shipping and nuclear iand;attack threats
are no lesé real in the Mediterranean than_in the Atlantic or
northern waters. Reducing those threats and the costs associated
with meeting them would appear to be a step in a mutually
acceptable direction. If something aleng these lines were agreed
upon and implemented, between them, the United States and the
Soviet Union might eli&inate anywhere from 200 to 300 attack
submarines. The optiohs may be limited, but they are not

inconsequential.
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THE EVOLUTION OF THE EUROPEAN ECCNOMY: IMPLICATIONS
FOR TRANSATLANTIC RELATIONS '

-

Introduction

Ever since the formation of the Atlantic Alliance and the launching
of the Marshall. Plan in the years following World War II, the United
States has been the dominant voice in the transatlantic community. US
military might, including its nuclear arsenal, was the cornerstone of
West European security throughout the Cold War. - U.S. economic strength
made possible the post-war reconstruction of Europe and the United
States helped build the international economic institutions that
provided the framewcrk for of Western prosperity. At the risk of some
oversimplification, the US-European relationship can be seen as a tacit
bargain: in return for the United States commitment to maintaining West
European security and economic growth, Europe would recognize United
States leadership in transatlantic affairs.

In recent years these two bases of US leadership have'begun to
erode. With the end of the Cold War, the US security guzrantee to
Eurcpe, while still relevant, has diminished. US economic strength has
been sapped by persistent balénce of payments and budget deficits. At
the same time, a economically stronger and self-confident Europe has
begun to forge a more collective identity, and is in the process of
becoming a more equal interlocutor for the United States.

In our paper for the first IAI-RAND conference, we discussed the
implications of the changing security environment for US-European
relations. In this paper, we examine the economic dimension of the
transatlantic relationship and the consequences of growing economic

parity for the Atlantic Alliance.



The Ecconomic Record

Until 1960, European recovery and reconstruction resulted in higher
rates of economic growth in most European economies than in the United
States. From 1850/2 to 1958/60, the 4.5% average annual growth rate of
West European industrial ecconomies was notably higher than the 2.8%
registered by the US. West German economic growth was particularly
impressive, British economic pefformance notably lackluster. As Table 1

shows, however, during the 1960's and 1970's, US and European growth

rates were comparable, with France and Italy somewhat higher than those

in the United States, German, roughly the same, and the UK again
lagging. From 1980 through 1987 the picture changes and US growth
considerably cutpaces that of EC and EFTA members: this is the era
which gave rise to apprehensions of longterm Eurcsclerosis.

On a per capilta basis, European growth, which took place during a
period of little population growth, remained well ahead of the US pace
through the 1970's, as Table 2 indicates. By 1980 there had been a
nctable narrowing ¢f the difference between US and European living
standards, as well as a marked leveling out of living standards within
Western Europe. Underlying Europe’s relatively favorable per capita
economic performance was a continued significant increase in labor
productivity. Output per employed worker and per man hour increased
more rapidly than in the US in part as a result of a shift from
agricultural to industrial employment and in part because of sustained
high levels of capital investment in public infrastructure and
manufacturing.

In one sense, héwever, European economic performance was notably
deficient compared to that'of the US. As Table 4 shows, the percentage
of the working age populatiog of Europe that was employed never really
recovered from the oil shock of the early 1970°'s. Unemployment rates
remained very high during the 1980¥s, and new additions to the labor
force increased only slowly. In the United States on the other hand the
1980's saw a substantial expansion of both employment and the labor
force. New Jjob creation in the US was dramatic even if increases in

labor productivity were not. Fueled by both immigration and a rapid




increase in female new entrants intc the laber force, the US economy was
a very effective job machine in the 1980‘s. The contrast is dramatic:
from 1963 to 1986 total US employment increased from 70 million to 111
million, while the working age population increased from 113 millien to
160 million; for the EC over the same period employment increased only
from 122 million to 125 million, while the working age population
increased from 186 millicn to 217 million. The proportion of the
working age population employed increased in the US from 62% to 69%,
while in the EC it decreased from 67% to 58%. For the period as a
whole, the US generated Jjobs for 88% of the increase in the working age
population, the EC for only 10%! Thus the European econcmy achieved
significant productivity gains for the jobs that existed, but generated
few new jobs and few new entrants into the labor force.

Another significant aspect of European growth in the last forty
years has been the role played by foreign trade. Table 5 contrasts the
growth of European trade from 1960 to 1987 with that of the world as a
whole, Japan and the United States. The share of world exports from
Europe over that period rose from 39% to 44%. While the US share fell
from 16% to 10%. Relative to GNP and population growth, European
foreign trade has been particularly impressive.

Eurcopean intra-trade also increased rapidly as Table 6 shows. West
European intra-trade as a proportion of total West Eurcpean foreign
trade has increased from something over 50% in the early fifties to near
70% in the late 1980’s. Although its changing membership complicates
the comparison for earlier years, EC intra-trade has increased steadily
in the 1980’'s. The growth in European intra-trade reflects the
increased importance of intra-industry trade in the region relative to
"old style" commerce based on gross differences in rescources and
productive factors. The econcomies of scale and épecialization
underlying such trade are more comparable to those that underlie much of
US domestic commerce, than they are to the differing resource patterns
central to trade between industrial countries and raw material

producers.



Before turning to the political factors underlying this
regionalization of European eccnomies, a word needs to be said about the
financial bases of European. trade contrasted to those of 'US trade.
Table 8 contrasts trade balances in Europe and the US from 1970 through
1987. What is particularly outstanding is the extraordinary increase in
the US trade imbalance in the 1980’s. US économic performance over the
last decade has been associated with a very substantial reduction in the
US net asset position in the world. Whether or not this is viewed as a
sign of weakness (the US over consuming and saddling future generations
with the bill}, or a sign of strength (foreign investors flocking to the
higher real returns available in a dynamic US market}, there is

widespread consensus that sustained growth on such a basis is unlikely.

Eurcpean Integraﬁion

Economic performance is cnly one aspect of the economic
transformation of Western Europe. Although overshadowed by the
revolutionary events of 1989 in East Europe and the Soviet Union the
commitment by the Council of Miniskus the éuropean Community iﬁ June
1985 to create a completely free internal market by the end of 1992
marked the beginning of a transformation of Western Europe that is also
revolutionary in its implications. The adoption of the Single European
Act in 1982 implementing the Council’s commitment energized the European

economy with the promise of a market of some 320 million people (3340

million now with the addition of the GDR) with few barriers to the free

flow of goods, capital or people.

The "Eurosclerosis™ of the early and mid-eighties had been widely
commented on. But, just as some years earlier a supposedly permanent
dollar shortage had turned to a deollar glut almost before the ink was
dry on articles proclaiming the former, so after 1987 did seemingly
intractable Eurosclerosis give way to a restoraticn of European growth
and momentum. Today it is "Europhoria"™ that permeates markets - or did
until the sobering events in the Persian Gulf. The prospect of EC-92
and the further expectations of monetary.integration have dramatically

revised expectations and improved European ecconomic performance. The



most significant departure from the mediocre ecconomic performance of the

early 1980's has occurred in Germany, whose surge of economic expansion
at rates of near 4% over the last three years wile maintaining a
sizeable trade surplus, low rates of inflation and é strong Deutschemark
providing the foundation for similar imprbvements in other EC countries.
Inflatioﬁ, in particular, has been reduced and differentials narrowed
throughout the EC (in Italy from 16% in the early B80's to under 6% this
yvear, for example). The odd country out is the ﬁK, where the economic
performance is poor in all three basic dimensions: output, inflaticn and
the balance of payments. On the whole, however, the last three years
has seen the EC economies converge on a pattern of 3%-plus economic
growth and moderate inflation. Foreign investors have taken notice, and
have acted accordingly. Japanese investors, for example, sold off some
59 billion of US securities in the first half of this year, and
redirected investments towards Europe. The Persian Gulf crisis has led
to some market rethinking about the short-term however. ©Cil price
increases are occurring at time when earnings results of European firms
are below expectations, interest rates are tightening, and basic
industries ({(autoes, chemicals and steel) are showing signs of weakness.
The possibility of a US recession also is spilling over into
expectations in Europe. Still, the substantial real investments of
recent years, and expectations of a stream of efficiency benefits still
to come as EC-92 reforms take hold suggest that European performance
will remain relatively strong, even if the long worldwide expansion
should begin to stutter.

As recently as 1985 it would have been appropriate to compare the
US economy with that of, leading individually European economies taken
individually. Today, it is more appropriate to make such comparisons .
with tpe EC as a whole. Eccnomic output of the EC is roughly as large
as that of the US, per capita income differences have significantly
narrowed, the importance of the EC as a trading’partner te the rest of
the world has grown, Eurcpean integration (as evidenced by the growth of
intra-European trade) has steadily increased, and is becoming
increasingly institutionalized in a supranational authority with

widening responsibilities.



What Lies Ahead in the 1990's

“ The Europhoria prevailing in the markets and in journalism gives
the impression that the Eurcopean economy is likely in the 90’s to speed
away from a lumbering US economy mired in political and financial
stalemate. This is by no means a sure bet. While US economic
performance has been mediocre in recent years, there is no reason to
assume that the political, financial and market conditions that brought
this about will continue unchanged. Recent progress in reducing the US

‘external payments deficit may very well continue in viey of the
persistent weakness of the dollar and the continued expansion of the
Eurcpean and Japanese economies. Although the Gulf crisis has
undoubtedly deferred and scaled back somewhat the full benefits of the
"peace dividend," the decade as a whole will be characterized by
declining real US defense spending and a falling in the defense share of
national odtput. This could provide a political foundation for
resolving or at least ameliorating the Federal budget problem. Although
US financial institutions show worrying signs of vulnerability US labor
market trends remain more favorable than those in Eurcpe. The recent
General Motors agreement with the United Auto Workers is particularly
reassuring. But while an overly pessimistic reading of the outlook for
the US economy is unwarranted, there are no persuasive signs that the US
has begun to reverse its dismal performance in productivity nor that it
is on a path to restore its technological leadership in critical sectors
of the economy. On balance, US economic performance over the next
decade seems likely to improve somewhat but there are as yet no
indications of a renewed surge of economic vigor and expansion.

If the analytical problem for the US economy is how to assess the
consequences of these persistent short-comings, for Europe the issue is
the effect of powerful new forces-such as EC-92, a possible European
monetary union, German unification, and econcomic reform in central
Europe-on economic performance and their interaction with the standard
economic, political, and demographic variables that influence economic

growth,



German unification. A unified Germany will have a population

of some 80 million people, making it the largest European
nation. However, the full economic consequences of German
integration are not vyet clear, though it is already apparent
that the costs and difficulties of integrating the German
economy were initially underestimated.. While the additiocnal
labor force available in the former East Germany can help
address a chronic West German labor shortage, other gquestions
remain, including the degree to which Western capital will move
eastward to employ East German workers in situ, or whether
substantial further labor immigration from east to wesé will
take place. The value of the existing East German capital
stock i1s questionable, the environmental situation in East
Germany is catastrophic, and the problems of sorting out
ownership rights formidable. Germany unification will be a
stimulus to German economic German growth, but the pace, timing
and distribution of additiecnal growth is uncertain. Moreover,
German economic leadership in Europe has been based in part on
the strength of its balance of payments, price stabi;ity arid a
strong DM, and continuing success in containing inflation. The
strains of unification may well complicate Germany’s ability to

sustain its performance in each of there areas.

On balance the econémic outlook for Germany is a continued moderate to
high rate of growth throughout the decade, as a result of a substantial
substitution cof domestic investment for oversees investment, but with
per capita incomes ih the east remaining well below those in

western Germany. It remains conceivable although highly unlikely, that
'integratinq the two Germanys will, after an initial adjustment period
of several years, result in unleasing a full-fledged economic boom

and a. quick evening-ocut of economic conditions throughout Germany.

The other extreme--protracted failure to improve economic performance

in eastern Germany--seems even less likely.



Economic Transition in East Europe. The prospects for.economic
growth in East Germany are in many ways more favorable than
those for Poland, Hungary and Czechoslovakia: the reform
process in the GDR is even more "radical" than that in Poland,
the resources from both public and private sources available to
support reform are far greater, and the institutional and legal
framework provided by West Germany obviates the need to start
from scratch in building commercial, financial, legal, and
accounting systems. The only real advantage the central
European nations have to offer is the prospect of lower wages
for an extended period. The reform process in central Europe
is therefore likely to be more difficult, politically
troublesome, and prolonged than that in eastern Germany. The
West may well provide adequate, financial support, technology,
and expertise to ensure a successful outcome but the process
involve could take many years. The potential political and
social strains in the near-term are great, with a risk that
popular opposition could thwart full implementationh of needed
reforms and thus seriocusly damage growth prospects. Developing
markets for central European exports in Western Europe may
prove as great a stumbling block as financial support, as
global competition continues to compel rigorous adjustment and
efficiency measures in the West European private sectors. As
in the case of Germany, the question of whether central
European workers can effectively employed at home or will be
driven to seek employment in the growing economies of Western
Europe remains critical, with the possibility of serious
political and social strains from large scale population
movements.

The economic consequences of EC-92 and Eurcpean monatary
integration. The Cecchini report published in 1988 concluded
that.implementation of the Single European Act would give a
very substantial boost to European growth rates and output.

Economists have been busy ever since trying to sort out and




quantify the implied scale effects and gains from

specialization. While there are widelyrvarying estimates of
their effect on European growth, there is widespread agreement
that the gains will be substantial. The upsurge in European
investment activity, including large-scale foreign investments
Lo éosition overseas firms for the new opportunities, and
competition, after 1992, lends considerable credence to such
expectations. The burst of technological improvement
accompanying the investment boom also augurs well for the
future. The potential impact of EC-392 has recently been
intensified by the anticipation of early implementation of some
form of monetary integration within the EC, as well as
liberalized trading arrangements between the EC and the nations
of EFTA and central Europe.

Démographic, Labor Force, and Social Policy Issues. A& key
qpestion surrounding future European ecconomic developments is
how a graying social democratic Europe adjusts to the prospect
of little or no doemestic labor force growth in a world of
intense international competition. Germany is a partial
exception, withe the influx of workers from East Germany and
central Europe in 1989 and 1990. But even there, the
traditional, K domestic interplay of real wages, productivity and
working conditions, and social policies will be the root of
‘much domestic political debate and contention. A recent
article in therFinancial Times sums up the issue as follows:
"The EC is starting from a weak base and.facing difficult labor
challenges with no real agreement about what to do. The
creation of a single market- has concentrated debate on two
questions. One is how to prevent the new mobility of capital
levelling-down Eurcopean wages by the "social dumping" of plants
in low-wage countries. The other is how to achieve the free
movement of labour." Labor mobility will be an increasingly
important and controversial issue. Moreover, potential labor

force entrants from central Europe and the Mediterranean



littoral are likely to pose significant social and political

challenges. As discussed earlier, the European record
especially that of the EC, in creating new jobs and expanding
the labor force is poor. While this record can be improved,
job creation will remain Achilles heel ¢f European economic

performance.

On balance, annual rates of growth during the ’9%0s in western
Europe, particularly for EC members, seem likely to be higher than in
the early 1980s, even perhaps staying in the 3+ % range, with per capita
growth rates well above those likely to be achieved in the US. If the
UK were to be able to turn around its economic performance in the "90s,
this would make a particularly useful contribution to European economic
prospects. Even a systemic failure of economic reform in central Europe
might nect set back the European economy decisively, although the
attendant crises of democratic governance and the likely eruption of
national and ethnic violence and conflict, would be painful and
disappeinting to a Eurcope which anticipates a peace dividend in the form
of a steady erosion of the disparities that are the legacies of its long
time Cold War division.

The prospect of better economic performance in European countries
in the 90’3 than in the United States, is not by itself likely to change
US-European relations significantly. Rather, it is the process of
integration, which itself is helping to produce better economic
performance, that is likely to prove most important since further
integration will accelerate the trend toward closer and more
institutionalized political relations.

The prospect that the EC will move further down the road toward
economic and monetary union is an important component of this process.
The completion of the first phase of EMU (adoption of the Exchange Rate
Mechanism by all members except the UK and freeing of capital controls)
has already had the effect of constraining the .independence of Community
members in their macro-economic policy. With the creation of a common

central bank, the Community will have established a collective




institution that will take over one of the key attributes of national

sovereignty and further cement the political links between the 12. This

in turn should increase the incentive to build political institutions,
including a more powerful and effective European Parliament and a more
accountable executive, that confer democratic legitimacy on the
Community decision-making mechanisms.

The pace of institutiocnalization of political/economic Europe is
still uncertain, but concerns expressed earlier this year that German
unification would diminish German interest in such a deeper EC now
appear misplaced. The German government has made it clear that the
Bundesbank’s unease over monetary unionfs effect on German financial
stability will not stand in the way of progress towards some form of
EMU. Germany’s political leaders have reiterated their commitment to
political unicn, most recently in the Kcohl-Mitterand initiative before
the Dublin EC summit. The two intergovernmentai conferences this
December {on economic union and on political union) will provide an
important indication of the likely speed of political integration
withing the EC. '

Similarly, expansion of EC relations with non-EC members will not

only further integrate the European economy but will inevitably spill

over into the political realm. "Broadening™ the EC through the creation

of a "Eurcpean Economic Space"™ including EC and EFTA members and
ultimately the nations of central Europe will inevitably lead to more
instituticnalized political relationships. The prospect of full EC
membership is a high priority for the countries of central Europe, who
view EC membership as the key to pelitical stability and economic
growth. While full membership will not come about quickly, bringing
these nations (together with EFTA) into the economic dimensions of the
Eurcopean community would mark an important stage in the creation of a

wider European political union and sustain the sense of European

identity during the difficult process of political and economic reform.

The EC’s central role in coordinating economic assistance to the

countries of central Europe, together with the negotiations for economic

association agreements governing trade and investment has deeply




involved the Community and the Commission’s in a broad range of

political as well as economic issues, creating strong and enduring ties
between the EC and Central Europe.
What then can be said about Europe 2000 and its relationship to the

US?. Without cracking our crystal ball, the year 2000 is likely to see:

- a relatively more prosperous Eﬁrope, with several countries at
or near US levels of per capita income:

- reduced regicnal economic disparities resulting from reduced
impediments to the free flow of capital, trade and manpower:

- substantially increased political and eccnomic integration
within the EC;

- closer relations, both economic and political, between the EC
and non-EC members, creating the prospect of a more unified

European voice on a broad range of issues.

The effect of developments in the 1990's on US-European relations
will not depend very'much on the details of how the numbers game works
out: a little faster growth o¢one place or the other, marginal
disparities in balance of trade and payments, or differences in
inflation are peripheral tc the more important changes that are taking
shape in European governance. What will count far more is the continued
development of a Eurcopean regional identity; including the nations
formerly on the other side of the Iron Curtain, and the creation of
institutional mechanisms for creating and expressing common interests.
As long as European economic performance is adequate to sustain movement
toward a more unified region, the sense of greater economic parity
between the US and Europe will also be sustained. The conjuncture of
two key pelitical developments-~the end of the division of Europe and
the launching of a revoluticnary movement to create a single European
market--has created a new future for ﬁurope. By the turn of the century
the European political economy can be effectively equal to that of the
US if current plans for further economic, political and social

integration are in fact realized.



SOME IMPLICATIONS OF EFFECTIVE ECONOMIC PARITY BETWEEN EUROPE
AND THE UNITED STATES

One consequence of effective economic parity is that the United
States is as dependeﬂt on European economic performance as Europe is on
the US economy. Neither is in a position to call the tune, but neither
can afford to be indifferent to the other’s political preferences.
Economic co-dependence means more hard bargaining, and a greater need to
find mechanisms for taking decisions and restoring discipline.

Unilateral US leadership in international economic and financial
matters, already much weaker than it was through the seventies, will
continue to decline. The liberal framework of the postwar economic
order owes much to the enlightened leadership of a powerful United
States. But the burden of this leadership, expressed in the US
relunctance to adopt unilateral, and protective measures to defend its
own economic interests, has already proved too heavy for the United
States. Once the United States unilaterally terminated the gold
exchange standard in 1973, the handwriting was on the wall. Since then
a series of US actions, from the soybean embargo in 1974 to the
provisions of last year’s Trade Bill, have confirmed that the US is
longer willing to remain above the fray. It has, for good or will,
become an active player in the area of state involvement in regulating
international commercial competition and mutatis mutandis, relaxed
others’ inhibitions to do the same. While successfully concluding the

current Uruguay GATT round would help avoid relapsing into the beggar-

‘thy-neighbor policies of the thirties, it would not leave the

disinterested US in a position to reassert unilateral leadership. With
the end of US leadership in support of a liberal open international
trade system and the risk of increasing paralysis of multilateral
organizations, there is a possibility that the international economic
system will cluster more and more into three principle blocks--Europe,
North America, and the Pacific~-with relations among the blocks
increasingly marked by negotiated access agreements rather than the free
ebb and flow of private commerce. Such a ocutcome is clearly second-

best for all countries, since sustained economic growth depends on



further opening of the global economy. To avoid lapsing into block to

block confrontation, new collective leadership will be needed tc replace
the US guiding hand, leadership which has failed to emerge in the
1980 s.

Even if a successful outcome to the present Uruguay round of GATT
is achieved, which is by no means certain, there will remain substantial
further work to be done, to maintain effective multilateral discipline
over international trade and investment matters and forestall the
continued proliferation of unilaterally determined exceptions, waivers,
limitations and preferences that have become such a notable feature of
the world economic scene in the last few decades. In this regard, the
long overdue establishment of an International Trade Organization would
be a welcome next challenge for the international community. Moreover,
there is as yet no consensus regarding what sort of syste”i;ternational
exchange rate regime, if any, is needed. The present system has neither
been accepted as optimal, or at least second best, nor has it been
clearly rejected. Rather it has been tolerated in the absence of
something better. G-7 meetings and agreements can play a useful role in
working out tactical responses to the problems of the day, but a more
comprehensive effort te bring international governance into line with
global realities is needed. Unfortunately, there is little basis for
confidence that the present system will prove effective iﬁ a crisis,
such as could well occur in the event of either global recession or a
renewed outburst of global inflation.

The present system fails many of those who need its support most:
the pocorer countries of Africa, Latin America, and South Asia. The
pressures from actual and potential flows of immigrants if economic
conditions in these countries continue to stagnate will be felt in all
modern industrial nations. The lingering international debt crisis with
devastating effects on many developing countries is as much a symptom of
ineffective international leadership as of imprudent and unsound
policies on the part of debtornations. Perhaps, the establishing of an
effective EMU will permit Eurcpean attention to be refocused on the

broader scene, while an early breakthrough in the protracted US budget




crisis would permit the same change in foFus for the United States, but
there are as yet no signs that an effective collective system will soon
replace the outworn tappings of US internaticnal economic hegemony.

Economic parity will have both a direct and indirect effect on the
European security relationship with the United States. Growing European
prosperity, ccupled with enhanced political integration and a diminished
Soviet threat, means that a credible European based defense is
increasingly possible. And the United States own economic difficulties
will make it harder to sustain a costly overseas military presence in
Europe. While the US nuclear guarantee is likely tolremain an important
component of Europe’s geostrategic response to the residual Soviet
military capability, burdensharing considerations will inevitably lead
to a readjustment of roles and responsibilities within the Alliance.
More indirectly, the likelihood that the heretofore European Economic
Community will take on a security dimension means that the EC will
become the US interlocutor on important foreign policy and security
issues, instead of NATO, a forum that has historically been the avenue
of US leadership of the transatlantic community. This trend toward
Eurcopeanizing of security can already be seen in the active role played
by the WEU in coordinating Eurcpean response to the Iragi invasion of
Kuwait, and the growing influence of European Political Cooperation in
cobrdinating West European foreign policies.

But these are trends, not yet realities. Although Eurocpean
integration is moving forward, there are many hurdles to overcome.
“While Europe on paper is the equal in many ways of the United States,
there is a vast difference between the effectiveness of a single
government acting on behalf of its people, and the mixture of collective
and individual national policy that is the Europe of today. The UK has
still not joined the ERM, much less signed up to a single currency or
political union. Several of the Southern region nations are concerned
that economic and monetary union could hinder their ability to maintain
competitiveness through adjusting fiscal and monetary policy. The long-
run costs of German unification remain unclear. Competition and

suspicion still infects the French-German relationship.



Most important, the Eurcpean Community has still to demonstrate

that it can play a leadership role in international political and
economic affairs, rather than simply balancing and coordinating the
individual national interests of its members. While Europeans cocmplain
that they are asked to shoulder'the costs of the US response to the
Iragi invasion without a say in the US policy, the Europeans as a whole
have seemed content to let the United States take the initiative. Nor is
it clear whether Europe can or will develop the political cohesion and
military clout to act decisively against out-of area threats, even, 1if
judged on the ability to "afford" such capability, Europe is as well
placed as the United States. And the US is likely to remain the only
country who can offer an adequate and politically acceptable nuclear
guarantee to the non-nuclear states of Europe.

This suggests that economic parity by itself will not end the
special leadership role of the United States in the Alliance. But
economics in turn may undermine the United States own ability to sustain
its leadership role in security affairs. It is an open guestion whether
the United States can indefinitely devote a significantly larger share
of its GNP to defense than Europe and Japan and still maintain long-
term economic competitiveness with them., Being the world’s only
superpower has its costs as well as benefits, costs which the American
taxpayer may become increasingly less enthusiastic about having to pay.
The recent-vituperative debate in the United States over the perceived
inadequacy of the allies contribution to the Iragi crisis could be a
éign ¢f things to come: captured in the NY times pointed headline "A
Superpower Goes Begging for Bucks"

For the forty years of the Cold War, Europe and the United States
have been knit together in an alliance centered around a common threat
that required close collaboration and a commitment to try to subordinate
national differences, especially in the economic realm, in the interest
of maintaining transatlantic cohesion. With the end of the Cold War,
the economic relations will naturally come to the fore. In principle,
the United States and Eurépe also share a common interest in a thriving,

open international economic system, although parochial disputes have




often obscured the broader areas of agreement. A stronger, more united

Europe will prove both a more useful interlocutor and at the same time,
a more formidable competitor for the United States. Skillful and
farsighted leadership on both sides of the Atlantic will be necessary to

adijust to this new relationship.




GDP Growth

annual rate (%)

Year
1950/1952-

TABLE 1

1958/1960 1960-1970 1970-1980 1980-1987

United States 2.80
EC 4.5"
EFTA

FRG 7.50
UK ' 2.40
Italy 5.30

France 4.30

“developed market economies, Europe

Sources:

Economic Report to the President, 1990, p 419;
1989, p. 164-165; UNCTAD Handbook of international Trade and Statistics, 1988, p 428;
Economic Survey of Europe in 1989-1990, U.N., p 374

4.40

4.70

4.30

4.30
2.90
5.50
5.50

2.80

2.90

2.30

2.60
2.00
3.00
3.50

3.20

1.90

2.20

1.60
2.50
210
1.60

1988

4.00

3.70

3.70
2.60
3.90
3.40

1989

3.00

3.60

3.60
2.40
3.40
3.30

International Financial Statistics Yearbook,



TABLE 2

GDP Per Capita Growth

annual rate (%)

Year
1960-70 1970-80 1980-87
United 'States 3.10 1.70 2.30
EC 3.80 2.40 1.70
EFTA ' 3.50 2.10 2.10

Source: UNCTAD Handbook of International Trade and Statistics, 1988; CIA




Employment Growth in the United States and Europe

millions of people

Region Group

us Age 15-64
Total Employment
Unemployment

EC Age 15-64
Total Employment
Unemployment

OECD-Europe Age 15-64
Total Employment
Unemployment

Percentage of Working Age Population Employed

us
EC

OECD-Europe

Additional Employment as Percent of Increase in
Working Age Population 1963-1986

us 87.60%
EC 10.00%
OECD-Europe 17.90%

TABLE 3

Year
1963

113
69.8
4.1

185.9
121.8

2.5
220.9

147.9
4.0

62.00%
66.00%

67.00%

1970

127
86.8
4.1

191.9
123.5
3.1

230.6
150.4
5.1

64.00%

64.00%

67.00%

Source: QECD Labor Force Statistics 1966-1986, Part 1

1980

150.8
100.9
7.6

205.8
126.5
8.4

251.5

1566.5
11.2

67.00%

61.00%

62.00%

1986

160.4
111.3
8.2

216.9
124.9

15.6
268.5

156.4
19.0

69.00%

58.00%

58.00%

A 63-86

47.4
41.5

31.0
3.1

47.6
8.5



1970

43.20

115.80

19.70

19.30

TABLE 4

1980

220.80

680.80

111.70

129.80

(f.o.b.} millions of dollars
Year
1950 1960
Region
us 10.10  20.40
EC(8) 16.80 42.90
EFTA 3.10 7.50
Japan 0.80 4.00
Worid 60.70 129.10

Exports as Percentage

Year

1950 1960
Region
us 16.60  15.80
EC(8) 27.70  33.20
EFTA 510  5.80
Japan’ 130  3.10

To_tal of above 50.70 57.90

Source: UNCTAD, Handbook of international Trade and Development Statistics,

1988

315.10

2002.00

1987

254.50

945.70

160.60

229.20

2494 .00

of World Exports

1970
13.70
36.80
6.30
6.10

62.90

1980

11.00

34.00

5.60

6.50

56.10

1987

10.20

37.90

6.40

9.20

63.70



TABLE 5

European Intra-Trade

Intra-Trade Exports as Percent of Total Exports

[} .

Year
Area 1951 1960 1970 1980 1985 1986 1987 1988
Western Europe 51% 57% 67% 68% 68%
EC : 54% 52% 57% 57% 60%

Sources: UN Yearbook of International Trade Statistics;
IMF, Direction of Trade Statistics Yearbook




TABLE 6

Trade Balance
hillions of dollars

Year :
1970 1975 1980 1985 1986 1987

Europe® -1.60 -9.10 -63.60 10.10 35.00 24.80

us 2.60 8.90 -25.00 -33.80 -36.00 -40.90

“developed market economies, Europe

Source: UNCTAD, Handbook of International Trade and
Development Statistics, 1988



